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This is the first 3r4 Round written progress report submitted to MONEYVAL by the
country. This document includes a written analysis by the MONEYVAL Secretariat of
the information provided by Bosnia and Herzegovina on the Core Recommendations
(R. 1, R. 5, R. 10, R. 13, SR.II and SR.IV), in accordance with the decision taken at
MONEYVAL'’s 32nd plenary in respect of progress reports.




Bosnia and Herzegovina

First 3" Round Written Progress Report
Submitted to MONEYVAL

1. Written analysis of progress in respect of the FATRCore

Recommendations

1.1. Introduction

2.

The purpose of this paper is to introduce Bosnitderzegovina’s (BiH)first progress report back
to the Plenary concerning the progress that itrhade to remedy the deficiencies identified in the
third round mutual evaluation report (MER) on seddRecommendations.

BiH was visited under the third evaluation roundnfr 24 May to 3 June 2009 and the mutual
evaluation report was examined and adopted by MOWALY at its 31st Plenary (7-11 December

2009). According to the procedures, BiH submittedfirst year progress report to the December
2010 Plenary in accordance with Rule 42 of the RaféProcedure.

This paper is based on the Rules of Procedurevasedein March 2010 which require a Secretariat
written analysis of progress against the core Revendations The full progress report is subject to
peer review by the Plenary, assisted by the Rappo@ountry and the Secretariat (Rules 38-40). The
procedure requires the Plenary to be satisfied whth information provided and the progress
undertaken in order to proceed with the adoptiothefprogress report, as submitted by the country,
and the Secretariat written analysis, both docusieging subject to subsequent publication.

At its 34" plenary (7-10 December 2010), in view of the restlthe discussions on the First 3rd
round written progress report of Bosnia and Hergeggoand taking into account the insufficiency of
information provided, the Committee took note af firogress report and the analysis of the progress
on the Core Recommendations. Moreover, pursuaRiute 43 of the Rules of Procedure, it invited
BiH to provide a fuller report to the %%lenary in addition to opening the Compliance Hrmiirzg
Procedures in respect of the First third round PRild at step (i).

! For better understanding and evaluation of the pessgachieved by Bosnia and Herzegovina (BiH) sitheeadoption of 3rd
round report the structure of BiH state, legal anmstitutional system should be taken into consitiena BiH is a State
comprising two entities: The Federation of BiH (FRi the Republic of Srpska (RS) (the entities) &@rdko District (BD).
Because of this division, both the entities andkBrDistrict (BD) have their own legislative frameske including Criminal
Codes, Laws on Banks, etc. This legislation issome cases (e.g. Criminal Codes), additional tslegpn at the level of the
state of BiH. In these circumstances, there isedrio consider progress on the relevant legislaiantity and BD level as well
as at the state level legislation. Although certaim enforcement agencies and supervisory bodiesatg across the whole of
BiH, this legislative framework is largely replieat in law enforcement and supervisory structuresr example, the State
Protection and Investigation Agency (SIPA), whiabukes the Financial Intelligence Unit (FID), has #uthority to operate
across the whole of BiH, whereas each of the estitind BD maintain their own police forces. In ¢hescumstances, it is
necessary to consider bodies operating both a Hwael as well as at the level of the entities &mlin order to assess the
overall effectiveness of the AML/CFT regime.

2 The core Recommendations as defined in the FABEqulures are R.1, R.5, R.10, R.13, SRIl and SRIV.



6. BiH has provided the Secretariat and Plenary withllareport on its progress, including supporting
material, according to the established progressrrépmplate. The Secretariat has drafted the ptese
report to describe and analyse the progress madadh of the core Recommendations.

7. BiH received the following ratings on the core Reoeendations:

R.1 — Money laundering offence (PC)

SR.II - Criminalisation of terrorist financing (PC)

R.5 - Customer due diligence (NC)

R.13 - Suspicious transaction reporting (LC)

SR.IV - Suspicious transaction reporting relateteteorism (LC)

8. This paper provides a review and analysis of thasukes taken by BiH to address the deficiencies in
relation to the core Recommendations (Sectioroliether with a summary of the main conclusions
of this review (Section Il). This paper should lBad in conjunction with the progress report and
annexes submitted by BiH.

9. It is important to be noted that the present aimalfgcuses only on the core Recommendations and
thus only a part of the Anti-Money Laundering/Cottithgt the Financing of Terrorism (AML/CFT)
system is assessed. Furthermore, when assessorgssanade, effectiveness was taken into account
to the extent possible in a paper based desk reviawhe basis of the information and statistics
provided by BiH, and as such the assessment mazera confirm full effectiveness.

1.2. Detailed review of measures taken by BiH in relation to the Core Recommendations

1. Main changes since the adoption of the MER

10. Since the adoption of the MER, BiH has taken thiofdng measures with a view to addressing the
deficiencies identified in respect of the Core Ranwndations:

» amending of Criminal Codes and Criminal Procedwdés at all levels;

e adoption and coming into force of a new Law on kKpreExchange Operations on 4 August
2010;

» preparation of a draft law amending the Law on Enéon of Money Laundering and Financing
of Terrorist Activities in June 2010 by the workiggoup of experts established in the Ministry of
Security in May 2010;

e issuing of the new “Book of Rules on risk assesgmeaata, information, documents,
identification methods and minimum other indicatoeguired for efficient implementation of
provisions of the Law on Prevention of Money Laummuig and Financing of Terrorist Activities”
on 1 December 2009;

e issuing of Guidelines by the Management Board afutance Agency of BiH for the
Implementation of AML/CFT for customers under theigdiction of Insurance Supervision
Agencies of FBiH and the Republic of Srpska;

» issuing of Application Guidelines of the Law on ¥¥ation of Money Laundering and Financing
of Terrorist Activity for customers under the jutistion of Securities Commission of FBiH on 8
April 2010;

» submission of draft amendments to Article 47 oflther on Banks of FBiH to the Parliamentary
Assembly;



11.

2.

BiH authorities have also taken some additionalsuess to address deficiencies identified in respect
of the key and other Recommendations, as refldéotdte progress report, however these fall outside
of the scope of the present report and thus aramadysed therein.

Review of measures taken in relation to the ColBecommendations

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

12.

13.

Deficiencies 1 and 2 identified in the MERhe Bosnian authorities should address the laakeasr
demarcation between the scope of the money laurgleffences in the different Criminal Codes. It
is recommended that consideration should be giverioawhether it would be more effective to
restrict all money laundering cases to the Stateir€coand abolish the Entity and 8¢ District
jurisdictions.) (If money laundering is not crimiiseed exclusively at state level, the conditions in
CC-BiH Article 209(1) should be reviewed, espegithiose not related to value thresholds as, in the
view of the evaluators, the existing conditions averly ambiguous and thus very unlikely to be
adequately proven in a criminal procedure. Theseush therefore, either be replaced by more
precise criteria (like the involvement of organisemiminality in the predicates, the fact that the
offence was committed on the territory of more tlne non-state level jurisdiction etc.) or
substituted merely by the application of value thitidns.) As explained in the third round MER,
according to that article, the state-level juritidic deal with any ML offences above the limit of
10,000 KM (“larger value”) (approx. 5,110 EUR) aslhas with those, regardless of the value, that
endangers the common economic space of BiH or ésnéntal consequences to the operations or
financing of its institutions. If it exceeds 50,06M (approx. 25,560 EUR) [This amount was
increased to 200,000 KM (approx.102,160 EUR) wiia amendments made to BiH CC in 2010] this
will also be dealt with at the state level as fhisegarded as the aggravated form of state level M
offence. However, the jurisdictions of entities a0 have explicit competence over all offences
without regard to value of proceeds laundered. Hating of money or property below “large/high
value” according to relevant articles of CCs of émgities and that of BD (accepted as 50,000 KM by
the Supreme Courts of entities and BD), which drédantical, is considered as an unaggravated
non-state level ML offence while such acts comrditebove this threshold will constitute the
aggravated form of large/high value MBriefly, as pointed out in the MER, neither of then-state
level CCs defines any maximum threshold above whidiL offence should necessarily be dealt
with at state level. Particularly taking into acobuhe fact that the state level jurisdiction has n
hierarchy over those at the level of the two esgitand BD, absence of such a maximum threshold
creates a clear visible conflict of competence betwstate and non-state level judicial authorities
over this common subset of ML offences. Apart fnmaking reference to the Supreme Court’s legal
opinions reported to be adopted on 30 June 200ihwhdeed appear to have been noted in the 3
round MER, and providing explanations as elaborateove no concrete steps have been taken to
address the lack of demarcation between the somiptee ML offences in the different Criminal
Codes.

Deficiency 3 identified in the MERAs a minimum requirement, definitions of value shadds
should be publicly known and should be provideddfothe legislation (such as the Criminal Code).
At the State level, steps need to be taken teh&llgap between positive criminal law and actual
judicial practice by finding an adequate legisl&tigolution instead of the current contra legem
interpretation of the law.No steps have been taken to remedy this deficieMoyreover, the
authorities believe that specifying the definitioh“larger value” in the legal texts is unaccepgbl
since unstable social, political and economic eitstances in the country might require more often
change in the opinion on the amount consideree tthigher” amount.




14. Deficiency 4 identified in the MERDefinition of money laundering offences shouldbmught fully
into line with Article 3 of the Vienna ConventiondaArticle 6 of the Palermo Convention as far as
material elements of the offence are concepn€de MER found out that neither of the definitiafs
ML offences is in full compliance with Article 3 dhe Vienna Convention and Article 6 of the
Palermo Convention as far as material elementeebffence are concerned. Evaluators of the third
round concluded so on the basis that the tran$feroperty was not clearly covered by either of the
respective provisions, even if it seemed to berljle@nsidered by the judicial practice. Therefore,
BiH authorities were recommended to cover this hamde by taking appropriate legislative steps. No
legislative steps appear to have been taken go faddress this deficiency.

15. Deficiency 5 identified in the MERThe authorities of Bko District should criminalise market
manipulation in their respective legislation (eithe the Law on Securities or elsewhere) to ensure
that the range of offences which are predicatesitmey laundering include all required categories
of offences in all the relevant form&he authorities report in the PR that market malaipon is
criminalised in the draft Law on Securities Marketd they expect the adoption of this Law by the
Parliament in the first half of 2011. When the ttafv is enacted, BiH could be regarded as being
rectified this deficiency.

16. Deficiency 6 identified in the MER(Investigators and prosecutors need to have a clear
understanding of the importance of money laundebiegond the tax evasion and fiscal predicates if
money laundering criminalisation is to be meanihgiffective implementation of money laundering
incrimination should urgently be achieved beyorel tdx predicate.)t is reported that the BiH head
of delegation to MONEYVAL wrote a letter, on 3 Mar@011, to the Centers for Education of
Judges and prosecutors in the FBiH and the RStaatia High Judicial and Prosecutorial Council to
ensure that AML/CFT related issues are to be ireduth the training schedules of judges and
prosecutors. The authorities provided further imfation to the Secretariat regarding the training
activities organised in 2010 and planned in 201diqaarly for prosecutors at non-state level. The
seminars and a conference held in 2010 are reptrtealver the issues of confiscation of proceeds of
crime, investigation of financial crimes and orgaea crimes, as well as corruption. The project
funded by the Swiss Government seems to includemgonent that aims at, inter alia, underlining
the importance of ML beyond the tax evasion andafipredicates. Nevertheless, in the absence of
statistical data, it is difficult to judge on a #egeview if these seminars have changed the
understanding of practitioners. The Criminal Ass&tsovery Act that came into force on 1 July 2010
might be a useful tool in tracing proceeds of crimesed effectively in practice. However, duehe t
recent enactment of this Law it is too early togeidhe practical impact of this Act. Furthermote, i
should be noted that this act is only applicablthRS.

17. Given the lack of any training and awareness rgisiativities, details of which have been made
available, since the adoption of third round MERthés stage it is difficult to conclude solely leds
on those two examples if the understanding oftliestigators and prosecutors has changed.

18. Deficiency 7 identified in the MERFinancial investigation into proceeds needs tadmee an
integral part of investigation of various proceegisnerating offences. For this to be achieved, more
resources and training are needed especially byptheecution serviceTJhe authorities report in the
PR that 6 seminars were organised in 2003-2009thparticipation of 373 judges and prosecutors.
No training activities in 2010 or any increasehie tevel of resources have been reported in thenPR
this regard.

19. Deficiency 8 identified in the MEFRState-level incrimination as well as those in trexl€ération and
Br¢cko District should expressly include “own proceedsiundering or, at least, appropriate
guidance should be given to practitioners in thespgect in all the three jurisdictions where self-




20.

21.

22.

23.

24.

laundering is not explicitly covered by law (espdlgiin the Federation and Bko District where
there is no relevant judicial practice eithefhe CC BiH was amended in 2010 and Article 209 now
criminalises self-laundering. Nevertheless the @rah Codes of FBiH and BD have not been
amended yet to explicitly criminalise “own procekldaindering as recommended in the third round
MER. Moreover, no guidance has been given to giacérs in this respect in the RS and BD.

Deficiency 9 identified in the MERAuthorities of Republic Srpska should review thicpaeasons
whether and why it was considered expedient anghgtmnate to threaten self-laundering with
higher penalty than money laundering by third pes}i The policy review has yet to be taken by the
authorities of Republic Srpska to figure out thesans of existing different level of penalties delf-
laundering and third party laundering.

Deficiency 10 identified in the MERThe language of money laundering incrimination pedalties
should be harmonised across the State level, thiédsn and Beko District.) With the amendments
made to Article 209 of the CC BiH in 2010, the daaa for basic ML and aggravated ML offences
were increased the penalties and self-laundering exlicitly criminalized in the state level CC.
Other than this, no other broader harmonizatiomsscthe state and non-state level in terms of the
language of ML incrimination and penalties appe@rshave been undertaken yet. Though the
Criminal Codes of FBiH and the RS were also ameridethie meantime, as no refinements were
made to ML offences in these Codes, these modiicatdid not contribute to the broader
harmonization of the language of ML incrimination.

Deficiency 11 identified in the MERLegislation should be introduced at all levelsaiow the
prosecuting and convicting of defendants in abséntihe third round MER noted this as another
obstacle to effectively prosecuting money laundgrihlone of the Criminal Procedure Codes
provides for prosecuting or convicting any defetdarabsentia in BiH, so whenever the perpetrator
successfully evades from being involved in the arah proceedings, he cannot be indicted or
convicted even if authorities have already gathéhedevidence against him. Indeed as noted in the
report, trial in absentia had been possible uneptevious Criminal Procedure Codes being in force
until 2003. Nevertheless, this was abandoned im#éve Codes, partly because of practical reasons (a
large number of such cases needed to be re-tadledthe defendant reappeared and in many cases,
the previous verdicts that had been delivered geatia proved to be unfounded). The examiners of
the third round however shared concerns of sometipomers they met onsite and were thus
convinced that this feature of domestic procedlaal could particularly be abused by criminals
possessing double citizenship who, being inveg@dor criminal offences, could easily leave for
neighbouring Serbia or Croatia which refuse toaite their own citizens and their Courts may not
prosecute as an alternative. Indeed this concedthafso been raised in the previous round of
evaluation.

BiH has not yet introduced legislation at all leveb allow the prosecution and conviction of
defendantsn absentiathough some legislative attempts made in the gét.authorities report that
these amendments were made in 2003 as trial ima#dead been conflicting with other articles of
the CCs and CPCs at all levels.

Deficiency 11 identified in the MERDomestic authorities should, at all levels ofigadliction,
consider whether the benefits of negligent monegdaring in the statute are being maximisé&dég
evaluators of the third round appreciated the m@auatirey laundering criminalisation (which includes
negligent ML) and noted that this potential of thgime had not been made us of, as there had been
no investigation or prosecution as at the timehafdtround evaluation. Authorities did not provide
any statistics or information about any such ingesions or prosecutions involving negligent ML.
Therefore the situation here appears to remainamggd.




25. Deficiency 12 identified in the MERThe backlog in money laundering cases pendingréefte
Court of Bosnia and Herzegovina is a problem thastie addressed by state-level authorities. It is
recommended that appropriate training of the jualigiand prosecutors be providedr) order to
address the backlog in ML cases as noted in the tbund MER, authorities report the letters sgnt b
the head of delegation to the above mentioned &tidso From the figures given in the PR, it seems
that the first case was opened in 2006 and ther [@it2007. Though the complexity or further detail
of the cases are unknown, this could be an indinatf the continuing problem of backlog in such
cases. No information has been made available efhven any training activities has been organised
or planned for the judiciary and prosecutors sitfieeadoption of third round report. Therefore it is
difficult to conclude that the situation has chahge

Effectiveness

26. No progress could be noted in respect of the éffemess of investigation and prosecution of ML
offences in BiH. Looking at the statistics, whitettotal number of investigations from 2005 to 2008
is 573 and there were 116 prosecutions as weldddl2convictions in the same period, the figures
appear to have fallen sharply in 2009-2010. Thdirdag trend on the number of investigations,
prosecutions and convictions since 2005 should lagsooted. The total number of investigations in
2009-2010 has dramatically declined to 77 and d¢i@ humber of prosecutions in this period has
been only 3. In addition, from 2009 to 2010 thease heen only one conviction for ML offences. The
decline of the number of investigations from 1120908 to 57 in 2009 and to 20 in 2010 as well as
decrease in the number of prosecutions from 1700820 2 in 2009 and 1 in 2010, gives rise to
significant concerns about the effectiveness ofatfilercement of ML offences in BiH. Furthermore,
huge differences between the numbers of investigatend prosecutions, as well as the lack of
convictions since 2008, call the quality of invgations and prosecutions in ML cases into question.

27. One of the main deficiencies identified in the Bodnd MER was the presence of hardly any final
conviction for money laundering related to predésadther than tax crimes (particularly organised
criminality such as drug crimes, trafficking etchieh are prevalent in the country). BiH provides
information in the PR about two cases in one ofcthla final judgment was rendered. BiH authorities
were unable to specify the date on which the juddrhas become final and the penalty given to the
person. Whether the ML offence in this convictian d self-laundering offence or third party
laundering is also not known. While in the firstseaa person was convicted of ML and human
trafficking offences with forfeiture of unlawfullpbtained property gain in the amount of KM
172,000 and a real estate, the second case whemethons have been charged with the criminal
offences of ML and drug trafficking is still penditvefore the Court of BiH.

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

28. Deficiency 1 identified in the MERCriminal laws should be amended to incorporateftiveding of
terrorist organisations and individual terroristbpth at State level and that of the Entities anckBr
District.) BiH authorities report in the PR that amendmenteeweade to the Criminal Code of BiH
(state level Criminal Code), published in the Q#ficGazette of BiH, no.8/10, on 2 February 2010, to
strengthen the provisions relating to terrorismiuding the terrorist financing offence. The first
paragraph of Article 201 of the Criminal Code o€ tBiH defines terrorism. Its fourth paragraph,
inserted in the law with these amendments, providdsoever procures or prepares any means of,
or removes an obstacle to or undertakes any othetcacreate conditions for, the perpetration o th
criminal offence under paragraph (1) of this Aréickhall be punished by a prison sentence between
one and ten years Authorities argue that this provision regulatesfioing of terrorist organisations
and individual terrorists. However, this provisisrclearly regulating aiding or abetting of terson;




29.

30.

31.

32.

33.

and according to the FATF Methodology (see footr®tg the criminalisation of terrorist financing
solely on the basis of aiding and abetting does<aotply with SR .

In addition to the amendments made to Article 2Afticle 202 of the BiH Criminal Code that
regulates the offence of funding of terrorist ati’g was also refined in February 2010. The new
article modified the penalty. While the sentencetli@ TF offence, according to the previous version
of the Article, was imprisonment from 1 to 10 yeains the new provision the sentence is
imprisonment for not less than 3 years. In additmthis amendment, now Article 202 provides for
the confiscation of funds collected for the pergidn or where obtained as a result of financing of
terrorism. However, although this amendment appeatwing the definition of terrorist financing
offence broadly into line with the UN Terrorist Bimcing Convention in terms of incrimination of
financing of terrorist acts, the Criminal Code Istdcks complete criminalisation of terrorist
organisations’ or individual terrorists’ other afiies (e.g. day-to-day activities) as opposed to
specific terrorist acts (which is required by SRuild see paragraph beneath).

Another important enhancement in the Criminal ColdBiH seems to be the addition of Article 202d
in February 2010. This Article incriminates orgamgsa terrorist group and being a member of a
terrorist group. Paragraph (2) of Article 202d pdes “Whoever becomes a member of the group
referred to in paragraph (1) of this Article or @&lfwise participates in the activities of a terrdris
group, which includes providing financial or anyhet assistance, shall be punished by a prison
sentence of not less than three yeaiis article seems to criminalise providing fundsaay other
assistance to terrorist organisations, includingirttactivities other than specific terrorist acts.
However, in the absence of explicit referencegémss that the separate act of “collection of funds”
for terrorist organisations’ day-to-day activitiess required under SR Il is not covered in the
Criminal Code.

As a consequence, though the refinements madeetdCtiminal Code of BiH appear to have
enhanced the provisions relating to terrorism a&nabtist financing, they seem not to have addressed
this specific deficiency as required under SR rl.other words, with the amendments made in the
state level Criminal Code in February 2010 this Liawnow covering financing of terrorist acts
properly. It also includes the provision of funds ferrorist organisations in respect of all typdés
activities. However, it still lacks incriminatiorf oollection of funds for terrorist organisatiorday-
to-day activitiesas well as_provision or collection of funds fodividual terrorists’ day-to-day
activities. Furthermore, as recommended, amendments shouldestihade to the Criminal Codes of
Entities and Btko District as well Therefore, the same deficiency still appears taaia apt.

Deficiency 2 identified in the MERDomestic authorities at all competent level shostisfy
themselves that the full definition of "funds” acding to Criterion 1l.1b is properly covered by the
current terrorist financing offencesIhe authorities refer to the definition of progemade in the
AML/CFT Law. However, as it is explicitly mentionéd Article 3 of the AML/CFT Law, this article
defines certain terms for the purposes of this Lakerefore, it is questionable if the judiciary ¢ak
into account the definition of property used in &L/CFT Act in the criminal proceedings. This
would also be the case in the draft book of rulemef it is brought into force

Deficiency 3 identified in the MERConsideration should be given to whether the fiirag of
terrorism should remain criminalised at all leved$ legislation in Bosnia and Herzegovina or be
qualified among those exclusively dealt with atestavel.)Notwithstanding the letter explaining such
needs, dated 3 March 2011, which was sent by th&lEENO/AL Head of BiH delegation to the BiH
Ministry of Justice, the due consideration reportedhave been given in practice could not be
demonstrated by the authorities.

10



34.

35.

Deficiency 4 identified in the MER(Consideration should be given to abandoning the af

“double definitions” of legal terms pertaining taiminal substantive law in multiple legal sources.)
Notwithstanding the letter explaining such needsted 3 March 2011, which was sent by the
MONEYVAL Head of BiH delegation to the BiH Ministrgf Justice, the due consideration reported
to have been given in practice could not be dematest by the authorities.

In conclusion, notwithstanding the abovementionegislative refinements made in the Criminal
Code regarding terrorism and terrorist financinggarafrom introduction of the offence of provision
of funds for terrorist organisations” day-to-dagtigities in the State level Criminal Code, all the
MONEYVAL recommendations made in thé’ 3ound MER with regard to SR Il mostly remain
valid.

Recommendation 5 - Customer due diligence regardingls (rated NC in the MER)

36.

37.

38.

39.

Deficiency 1 identified in the MERArticle 28 of the Law on Foreign Exchange shoulddéxeewed)

As noted in the ® and ¥ round MERSs, the evaluators of both rounds belighed Article 28 of the
Law on Foreign Exchange Transactions allowed bamkspen and keep savings deposits in bearer
form denominated in foreign currency for residesgidl persons and non-resident natural persons. It
was recommended that BiH authorities review thilar The authorities report in the PR that a new
Law on Foreign Exchange Operations was adoptedpoahblished on 4 August 2010. It appears that
the new Law and the Rules of Procedure issued &wimistry of Finance (under this Law) have
addressed the deficiency identified in tH&r8und MER as to the opening and retention of beare
saving accounts in foreign currency. Article 33tbé new Law obliges banks to determine the
identity of residents and non-residents and aectordance with the AML/CFT Law, when opening
of foreign currency accounts, accounts in conviertibarks and foreign currency savings books, as
well as when executing a payment transaction. krticof the new Rules of Procedure, enacted by
the Minister of Finance in accordance with the deti34 of the new Law, states “Foreign currency
savings deposits on barrier or on barrier with efecode are not permitted.” In conclusion, it seems
that BiH has addressed this deficiency.

Deficiency 2 identified in the MERAnN obligation to apply the CDD measures when dagyout
occasional transactions that are wire transfers @dobe introduced by legislation or other
enforceable meansputhorities report that they are preparing thepdaiment amendments to the
AML/CFT Law which will remove this deficiency andaimonise the Law (Article 6(1)) with the
FATF requirements. But, this deficiency has nothetn fully addressed.

Deficiency 3 identified in the MERA review should be undertaken of the definitioftrainsaction”

in the new AML Law which may not necessarily ineltmhsh transactions” and hence there is doubt
on the application of CDD measure8)jH has not yet reviewed the definition of “trangan” in the
new AML/CFT Law. Though BiH authorities report inet PR that the new draft law amending the
AML/CFT Law will rectify this deficiency, BiH authities should make sure that this deficiency is
addressed in the draft law, as it seems that @i Idkv is not currently including such clarificarti.

Deficiency 4 identified in the MERAN awareness raising programme together withteslgguidance
on the applicability of the risk based approach @D should be developed.) BiH authorities issued
the new Book of Rules on the 1st December 20088 second part of the Book of Rules includes

Based on the third round assessment the evaluetacuded that the Book of Rules on Data and Inétion (at State
level) could not be considered as “other enforaeabéans” as a whole. However, the evaluators fudbecluded that
those sections of the Book of Rules on Data anorimdtion, where, as indicated in Table 11 (seealttound MER), there
is a direct empowering clause and are, as sucletisaable under the main (old) AML Law, could bedted as other
enforceable means. The new AML/CFT Law requiredNftimister to issue a new Book of Rules within 3 rienas of the
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40.

41.

42.

risk assessment guidelines and indicators. In iadlithe Management Board of Insurance Agency of
BiH issued Guidelines for the Implementation of AMIET for customers under the jurisdiction of
Insurance Supervision Agencies of FBiH and the Ripwf Srpska on 31 May 2010. Furthermore,
Application Guidelines of the Law on PreventionMbney Laundering and Financing of Terrorist
Activity for customers under the jurisdiction ofcsiities Commission of FBiH were also issued on 8
April 2010. Though the latter two are applicabldyoto insurance sector and securities sector in
FBiH, they also include guidance on risk assessngnen that the Book of Rules applies to the
whole financial sector, it can be concluded thatriecessary guidance on the newly introduced risk
based approach and other obligations under theLiagware now broadly in place. Besides the legal
requirements imposed on the insurance and secusiéetors by the said Guidelines (which are not
enforceable means), authorities reported thatta aiige training and awareness programme has been
put in place where a number of sessions have alrbadn held for a number of obliged entities.
However, it is uncertain if these activities corsprany specific awareness raising programme for the
financial sector on the applicability of the risesed approach for CDD. The authorities further
reported in their comments to the draft Secretamlysis that a seminar on AML/CFT was held on
25 June 2010 in cooperation with the Associatioh$nsurance Companies in Sarajevo with the
participation of 12 insurance company represergatiin addition, a seminar is also reported to be
held on 24-25 February 2011 where the represeatafiom the insurance sector and the securities
sector participated. Though it should be acknowdedipat these seminars might have contributed to
the rising of awareness in the insurance, a momepoehensive awareness raising programme that
aims at reaching to all the sectors of the obligetities is needed.

Deficiency 5 identified in the MERAIthough specific provisions have been includethennew AML
Law imposing an obligation for the verification thie identity of customers, these provisions do not
address the timing of verification and, therefothe Decisions on Minimum Standards should
accordingly be reviewedAuthorities report that a broader review of the Bien on Minimum
Standards to address many issues, including tliisielecy, has been initiated only by the Banking
Agency of FBiH. However, this review could not bempleted and this is planned to be achieved
after the enactment of necessary amendments toobaanks by the Parliamentary Assembly. In
addition, such a review needs to be conducted byeapective banking agencies. Therefore, no
concrete progress that rectifies this deficienayldde achieved yet.

Deficiency 6 identified in the MERThe relevant authorities should ensure there isranwess and
understanding by the industry on the newly intragtliconcept of the beneficial owner, and a revision
of Article 15 of the new AML Law should be considerArticle 15 of the new AML/CFT Law
seems to be reviewed in the draft law amendinghéve AML/CFT Law as recommended in the third
round MER. However, in addition to the take stapfirtalise the legislative process of the draft,law
BiH authorities should ensure that reported statiewraining and awareness programme includes
specific activities that provide awareness and tsideding to the industry on the newly introduced
concept of the beneficial owner.

Deficiency 7 identified in the MERAN obligation for all obliged entities and persdo identify the
‘mind and management’ of a legal person beyondrélgglirements for banks should be introduced
under the relevant Decisions on Minimum Standafdthe respective Banking Agencies.) As the
relevant decisions on Minimum Standdras the respective Banking Agencies have not been

date of enforcement of the new law. At the timetttd adoption of the third round MER the Book of &uwas not
published.

“The evaluators of 3rd round evaluation considetes Decisions on Minimum Standards issued by thpeative Banking
Agencies as “other enforceable means”.
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43.

44.

45.

changed yet, an obligation for all obliged entitiesl persons to identify the mind and management of
a legal person has not been introduced.

Deficiency 8 identified in the MERAN obligation for the termination of business wharbusiness
relationship is established but the identificatipmocess cannot be completed should be considered.)
The Guidelines for the Implementation of AML/CFTlas for customers under the jurisdiction of
Insurance Supervision Agency of FBiH dated of 3lyMA10 and the Application Guidelines of the
Law on Prevention of Money Laundering and Finana@hgerrorist Activity for customers under the
jurisdiction of Securities Commission of FBiH dat8dApril 2010 include such an obligation.
However, as noted above and in the third MER, Qimds cannot be regarded as “other enforceable
means”. BiH authorities should introduce such auiegnent by a law, regulation or other
enforceable means. Article 7a of the draft law adiren AML/CFT Law which was prepared in June
2010 by the working group of experts and submittethe Council of Ministers appear to cover a
requirement for obliged entities to terminate thusibess relationship where it is established bait th
identification process cannot be completed. If dnaft law is enacted as it stands, BiH could be
regarded as having complied with this recommendabat not before.

Deficiency 9 identified in the MERA legal obligation to apply CDD measures to eRrigtcustomers
beyond what is currently provided for banks under televant Decisions on Minimum Standards
should be introduced.No new legislative steps appear to have been takeBiH authorities to
introduce a legal obligation to apply CDD measugesxisting customers beyond what is currently
provided for banks under the relevant Decisiondarimum Standards. Though they report, without
specifying the exact legal basis, in the PR thafpttovisions on the constant monitoring of cust@mer
are in place in the field of securities and insogrnit is uncertain if this monitoring requirement
covers the obligation to apply CDD measures totexjscustomers as required under essential
criterion 5.17.

In conclusion, adoption of the new Law on Foreigrtange Operations and the new Book of Rules,
as well as issuing of above-mentioned two Guidsliagpear to have contributed to enhancement of
preventive system. However, these steps are stiflest. As noted above, with these steps, BiH seem
to have addressed only one deficiency fully anddefeciency partially.

Recommendation 10 - Record keeping (rated LC in thMER)

46.

Deficiency 1 identified in the MERAIthough both the old and the new AML Laws regthe
retention of all documentation and information db& on the basis of this Law, yet both laws fall
short of meeting all the essential elements of Rewmendation 10. In particular there is no distinatio
between identification and transaction informatioand there are no clear provisions for the
initiation of the 10 year retention period. The #a&hility of identification information and
transactions data to the authorities is indirectigdressed with the only reference on obliged estiti
being that of delivering the data “without delay within 8 days” to the FID upon its request. The
provision of such data to the supervisory authestiwould however be covered by the general
relevant provisions for the supervisory authoritigsder the respective legislation (for example the
Laws on Banks). It is therefore recommended thatprovisions on record keeping under Article
65(1) of the new law be reviewed and extensiveliaigal and broadened to meet the requirements
under Recommendation 10. In this respect, the imvishould definitely differentiate between
identification data and transaction data, includinge off or occasional transactions. In this comte
the review should ensure the establishment of dhentencement of the retention period under each
circumstance.)The draft Law amending the AML/CFT Law submittedthe Secretariat does not
seem to include a draft provision that envisagesralimg Article 65 (1) of the AML/CFT Law.
However, authorities maintain in the PR that Adi@5(1) will be amended by that draft Law as
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follows: “(1) The obligor shall keep the data and documentathat are obtained under this Law
concerning a customer, established business rasliips with a customer and executed transactions
for a period of 10 years from the date of termioatiof the business relationship, executed
transaction, or entry in the casino or playroomdarccess safe.”

47. The draft text appears to differentiate the tratisaand identification records more clearly. Isal
prescribes the commencement date of the recordrigeepligation properly. Nevertheless, the draft
Law still needs to be reviewed to make it cleat tha transaction records to be kept are suffidient
permit reconstruction of individual transactionsprovide evidence, if necessary, for prosecution of
criminal activity. In addition, draft law shouldtieduce an obligation for obliged entities to keep
those records longer if requested by a competdhbety in specific cases upon proper authority.
The MER acknowledges that other relevant BiH legish obliges financial institutions to provide
necessary records to the FID and supervisory aitifeor However, it would be prudent if BiH
authorities consider introducing a clear obligatiothe AML/CFT Law that requires obliged entities
to ensure that all records are available on a tirhalsis to domestic authorities upon appropriate
authority.

48. Overall, if the draft provision is enacted as #rgts BiH could be regarded more in line with the
requirements of R.10. Nevertheless, in order toarthk provision fully in line with R.10 authorities
need to consider abovementioned remarks as well.

Recommendation 13 — STRs (rated LC in the MER)

49. Deficiency 1 identified in the MERThe evaluators were concerned about the low lefel
transactions reported, particularly as all STRse®ed were from banks with none received from the
insurance and securities sectors. It was noted thate was a high level of misunderstanding
together with a lack of awareness within finandgradtitutions concerning the reporting obligations.
The evaluators recommend that a programme is uaklent with financial institutions to raise
awareness of the STR regime. This programme shemlphasise the difference between large
transaction reports and suspicious transaction md The evaluators of 8round evaluation raised
concerns over the low level of transactions regbrgrticularly as all STRs received were from
banks with none received from the insurance andriiss sectors.

50. BiH authorities affirm that in 2010 the FID carriedt a range of activities towards obligors with a
special emphasis on the so called “non-bankingoseend their obligation to report suspicious
transactions. Authorities further enlightened trexr8tariat about these activities by stating that
working meetings were held with the representativéshe Agency for the postal traffic, Bar
Association, Association of Notaries, car dealard msurance companies in order to explain them
their role in STR system. However, authorities wenable to provide further details such as the
number and frequency of these meetings and paatitspon a breakdown of sectors. They report that
thanks to these activities the FID received 17 isimys transaction reports in total from the non-
banking sector in 2010. (6 STRs from leasing agenc2 STRs from post offices, 2 STRs from
Western Union, 1 STR from a notary and 6 STRs froioro credit organisations) However, it is
noted that still there are no STRs coming from itteurance and securities sector. The authorities
believe that the insurance sector in BiH finanialvs covers 4% of all the flows, therefore it istn
realistic to expect a larger number of STRs. Howethe situation seems not to have changed in
relation to these sectors as no STR has been egcaigo in 2010 like in the period of third round
evaluation.

51. The statistics provided in the PR does show a migategress in the implementation of the reporting
obligations as some obliged entities have stamereport in 2010 as noted above. However, this
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52.

53.

modest progress, given the continuing problem ok laf STRs from other sectors particularly
insurance and securities sector, indicates thess#geof continuation of these awareness raising
activities by including all financial and non-fingal sectors.

Deficiency 2 identified in the MERIt was also noted that in Republic Srpska STRe webmitted to
the Banking Agency rather than to SIPA. It isstlg recommended that all STRs be reported direct
to SIPA and not via an intermediate agenéujhorities indicate in the PR that the obligediters of

the Republic of Srpska report suspicious transastanly and directly to the FID and not through any
kind of intermediaries. According to the statistm®vided by the authorities in reply to the draft
Secretariat analysis, 170 out of 262 total STR®weceived directly from banking sector in the RS
in 2010 and 119 out of 199 total STRs were receiliegctly from the same sector in 2010. They
further state that only statistical data on suspisitransactions is submitted to the Banking Agexicy
RS. Though these arguments were raised during"thewhd visit and highlighted in the report, to
eradicate uncertainties, the RS authorities stfichto consider clarifying the interpretation ofiéle
101 of the Law on Banks of RS by appropriate guidaas necessary.

Deficiency 3 identified in the MERThere appear to be conflicting reporting requirerisehetween
the requirements of the new AML Law and the LawBanks in Republic Srpska and FBiH. The
evaluators therefore recommend that the Law on BankRepublic Srpska and FBiH should be
amended to remove any conflicting reporting requieats.) BiH authorities emphasise that to
comply with this recommendation, the Banking Agen€yhe FBiH sent to the Ministry of Finance
of the FBiH the proposed changes to the provisafithe Law on Banks. The Ministry of Finance
forwarded those changes to the Parliamentary Adyenith a proposal that such changes should be
adopted in shortest procedure possible. However, Rarliamentary Assembly decided that the
adoption of such changes should occur in the regutacedure and the House of Representatives of
the Parliamentary Assembly adopted those chang#sediirst reading. It appears that, when enacted
as it is, the draft text of Article 47 of the Law 8anks of FBiH will eliminate conflicting reportin
requirements between the requirements of the neW/&HT Law and the Law on Banks in FBiH.
However, BiH authorities have yet to take simit@ps to amend Article 101 of the Law on Banks of
RS that also generates confusion between the sggeirts of the new AML/CFT Law and the Law
on Banks in Republic of Srpska.

Effectiveness

54. The FID received 262 STRs in 2009 and 216 in 201Bile 199 out of total STRs in 2010 were sent

by commercial banks, 16 STRs were received froneroftnancial institutions (2 from Western
Union, 6 from micro credit organizations, 2 fronmsf®and 6 from leasing companies). Only one STR
sent by a notary in the same year. Apart from thesae of other obliged entities sent any STR in
2010. However, in 2009 no other sector sent STRad-ID apart from banks. On the other hand, no
notification appears to have been made to law eafoent authorities in 2009 and 2010 by the FID.
There are only four cases in total where indictmgntepared based on STRS in 209-2010. No
conviction resulting from STRs has been given sip@@9. This was also the case in the period of
third round evaluation. Overall, statistics givaserto concerns about the effectiveness of the
implementation of reporting obligation in BiH anddicates the importance of urgent and
comprehensive awareness raising programme fobbdjenl entities.

Special Recommendation IV - Suspicious transactioneporting regarding Fls (rated LC in the
MER)

55. Deficiency 1 identified in the MERThe evaluators were, concerned about the low lefel

transactions reported, particularly as all STRse®ed were from banks with none received from the
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insurance and securities sectors. It was noted thate was a high level of misunderstanding
together with a lack of awareness within finandgredtitutions concerning the reporting obligations.
The evaluators recommend that a programme is uaklent with financial institutions to raise

awareness of the STR regime. This programme shemlphasise the difference between large
transaction reports and suspicious transaction repdSee paragraphs 49-51 above.

56. Deficiency 2 identified in the MERt was also noted that in Republic Srpska STR&webmitted to
the Banking Agency rather than to SIPA. It is sgiigrrecommended that all STRs be reported direct
to SIPA and not via an intermediate agen8eg paragraph 52 above.

57. Deficiency 3 identified in the MERThere appear to be conflicting reporting requirarteebetween
the requirements of the New AML Law and the LawBanks in Republic Srpska and FBiH. The
evaluators therefore recommend that the Law on BankRepublic Srpska and FBiH should be
amended to remove any conflicting reporting requieats.)See paragraph 53 above.

58. Deficiency 4 identified in the MERThe evaluators recommend that appropriate claatfien of the
word “odnosno” be made to clarify that suspiciontefrorist financing may arise in cases where
funds are not derived from criminal activityApart from the reference made by the authoritiethée
plenary discussions on this particular issue, whtezehird round MER adopted, no progress has been
reported in the PR regarding this recommendation.

59. With regard to the statistics, it is noted that3¥Rs relating to terrorist financing have been irezk
in 2009 and 2010. This gives rise to concerns alloaiteffectiveness of the implementation of
reporting obligation relating to terrorist finangin

1.3. Main conclusions

60. Since the adoption of third round report in Decen®@09 BiH authorities have taken a number of
steps especially in the legislative front to complth the Core Recommendations as noted above.

61. Amendments made to the Criminal Codes of BiH and Gfthe entities (the FBiH and the RS) to
the Criminal Procedure Codes in 2010 at the sarm@denight have improved the overall legislative
framework of the BiH'’s criminal legal system. Inditibn, particularly amendments made to Article
209 of the CC through which the penalties for Mlp@ar to have been increased and self-laundering
offence introduced at the state level. Furthermamendments made to the CC BiH contributed to
the improvement of overall anti-terrorism provissomcluding further clarifying the financing of
terrorism offence at the state level. In genetssé amendments did not address considerably and
directly the deficiencies identified in relation kL and TF incrimination and confiscation regime
(though it is acknowledged that the enactment ef @miminal Asset Recovery Act in 2010 might
have improved the confiscation procedure in the IRBjH.

62. The enactment of the Law on Foreign Exchange Opastand the new Book of Rules seem to
improve the level of compliance of BiH seem to cimite to the improvement of preventive
AML/CFT regime at all levels. In addition, the Issice of Guidelines for some sectors such as
insurance (in the FBIH and the RS) and securitesoss (the FBiH) are also positive steps taken by
the authorities since the adoption of third roueplart at the preventive side. It should also bedot
that BiH authorities prepared a draft law amending AML/CFT Law that appears to further
improving BiH’s preventive regime and its compliangith the international standards. Nevertheless,
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63.

64.

65.

66.

the legislative process of this draft law shouldstepped up by considering its improvement with the
aim of filling the existing gaps in it.

That is, notwithstanding the abovementioned stiegsright have contributed to the enhancement of
BiH’s overall criminal system and preventive AML/CKegime, no considerable progress has yet
been achieved in respect of specific deficiendilestified R.1, SR.Il, R.10, R.13 and SR IV while
one deficiency appears to have been addressedihdlyne partially under R.5, as noted above.

It should also be noted that BiH authorities sutedita strategy document titled as “Strategy and
Action Plan for the Prevention of ML and TF Actie in Bosnia and Herzegovina” which was
adopted by the Council of Ministers on 30 Septen2®9 with the support of tHeuropean Union.
One of the actions defined in the Plan is “ensurihg efficient implementation of the
recommendations defined in the evaluation repdrdd@NEYVAL on state and entities level and in
Br¢ko District”. The deadline for this action appears to be “Lomgteand “31.12.2013". However,
no specific national action plan or strategy appednave been prepared and adogieth at State
level and that of the Entities and dBo District to address the specific MONEYVAL
recommendations formulated in tH& ®und MER Action Plan.

Overall, although this progress report covers astiaken within sixteen months from the adoption of
the report, it appears that BiH has made slow amy Nttle progress to deal with the majority o&th
deficiencies related to the FATF Core Recommendati®iH is thus encouraged to continue to
speedily implement the third round MER'’s ActioniiPla a meaningful timeframe.

In conclusion as a result of the discussions hettié context of the examination of this first pegs
report, the Plenary took note of the informatioavided in the report and thus approved the progress
report and the Secretariat’s analysis of the psxmn the core Recommendations. Pursuant to Rule
41 of the Rules of procedure, the progress repdltbe subject of an update in every two years
between evaluation visit (i.e. April 2013), thoutfte Plenary may decide to fix an earlier date at
which an update should be presented.
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2. Information submitted by Bosnia and Herzegovina fothe first
progress report

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

1.

Although the general elections in BiH were heldictober, the government has not been formed yet
at all the levels, which is a very limiting factgerimarily for the adoption of certain laws and
secondary legislation. This refers to the adoptibthe new AML/ CFT Law and the Book of Rules
on the implementation of restrictive measures sethy the UN Security Council Resolutions and
other documents we have mentioned in the Report.

In December 2010, BiH Progress Report was submittdith was not adopted, and in accordance
with MONEYVAL procedures the authorities of BiH veegiven a new deadline, April 2011, for an
immediate removal of certain deficiencies and resabion of the Progress Report.
Along with all subjective and objective weaknesd®&H has undertaken necessary activities and
measures in a very short time period in order toaane the system for the prevention of money
laundering and financing of terrorist activities.

As the most significant activities, we would lileoint out the following:

* The working group of the institutions of BiH hasated amendments to the new Draft AML/
CFT Law in order to improve the future legislats@utions in accordance with the Action Plan
and FATF Recommendations.

* At the state level, amendments to the CC BiH weeglenfor the part covering terrorism, and
entity laws and the laws of Brcko District were thanised with the existing one, removing the
deficiencies identified in the Third Round of Evaiion.

e The B&H Ministry of Security has made the Proposdl the Book of Rules on the
implementation of restrictive measures determingdtie UN Security Council Resolutions
regulating, among other things, the guidelinegherremoval from UN Lists.

* The FID has created the Guidelines for risk assessmnd implementation of the AML/CFT
Law for obligors and distributed it to all the aj@rs in relation to the Article 4 of the AML/CFT
Law. Upon working agreements with the obligorsréheas a significant increase in the reported
suspicious transactions from the non-banking sedtbere were 17 STR in 2010, which is a
significant improvement and an indication of theteyn’s functionality.

e At the state level, the Draft Law on ConfiscatidrPooceeds of Crime was made and this Law is
in force in RS and it is being acted upon.

* At the state level, the Anti-Corruption Agency Haeen formed and its staffing and technical
equipping is expected in due time.

* Amendments to the Law on Foreign Currency OperationFBiH and RS have been made,

which is also a significant progress in comparisothe previous time period. The Guidelines for
the Insurance and Securities Sector in both estitveere made at the state level.
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4.

Likewise, significant changes were made in Brckstiit in terms of issuing new laws on the
Games of Chance and the Law on Securities, asaw@imendments to the Criminal Code.

Significant attention is paid to the education ofgecutors and judges at all B&H levels, as well as
other obligors. Therefore, trainings on topics lwe tarea of money laundering and financing of
terrorist activities in 2009 and 2010 were provid@d300 judges and prosecutors at all the levels.

In 2010, a final judgment was passed at the Statet@or money laundering, not having tax evasion
as its predicate offence, which is an encouragiegepof information proving the efficacy of the
system. This contributes to the continuation inspas final judgments for money laundering and
terrorism financing. Therefore, for 2005-2010 tiperiods the total number of final judgments was
27 against 63 individuals, and confiscated propantypunting to ca. 2 million Euro.

The Council of Minister working group has continuisl regular activities in creating efficient
mechanisms for the prevention of money launderimg terrorism financing. As the result of these
activities, the new version of the amendments ® Braft Law on the Prevention of Money
Laundering and Terrorism Financing is being pregpatewould create preconditions for the formal
legal harmonisation with the FATF Recommendationd eomplete implementation of the Action
Plan.

2.2. Core Recommendations

Please indicate improvements which have been nmadespect of the FATF core Recommendations
(Recommendations 1, 5, 10, 13; Special Recommemdali and 1V) and the Recommended Action Plan
(Appendix 1).

Recommendation 1 (Money Laundering offence)

Rating: Partially compliant (R.1)

Recommendation | The Bosnian authorities should address the lackledr demarcation between the

of the| scope of the money laundering offences in thereiffeCriminal Codes. It i$
MONEYVAL recommended that consideration should be giveroaghether it would be more
Report effective to restrict all money laundering casesht® State Court, and abolish the

Entity and Beko District jurisdictions.

Measures taken tpParagraph 1 of Article 209 CC B&H, Article 273 GB&H, Article 280 CC R&S,
implement the Article 265 CC Béko District on money laundering from non-state lestéminal
Recommendation | codes does not foresee the amount for money oepgogain subject to laundering
of the Report which means that the same paragraph includes aleynmundering up to 50.000

KM. In accordance with the interpretation of thepume Court of RSigh value
(“velika vrijednost“)is 50.000 KM (legal opinion adopted at the geneealsion of
the Supreme Court on June 30, 2004) which has toeated in other paragraphs |of
mentioned articles.
Paragraph 1 of the Article 209 from the Criminaldéf BiH, however, specifig
larger value (“ve¢a vrijednost”) of money or property gain (the value oyer
10.000,00 KM, according to the interpretation of f@ourt of BiH). Also, unlikg
entity level criminal codes, it talks about the ragmor property gain generated frgm
a criminal offence endangering the common econoggace of Bosnia and
Herzegovina or has damaging consequences for perfgractivities or financing
institutions of BiH.

[72)
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Based on the above mentioned, we have concludddthitbacriminal offence of
money laundering falls within the competenciesht@ Court of BiH, whereat the
amount of the money of assets exceeds 10.000 KM, a® a consequence, |is
resulting in endangering the common economic sp&B®snia and Herzegovina or
has damaging consequences for performing activitiefinancing institutions of
BiH.

Recommendation | If money laundering is not criminalised exclusivelystate level, the conditions |in

of the| CC-BiH Article 209(1) should be reviewed, espegidhiose not related to value

MONEYVAL thresholds as, in the view of the evaluators, tkistiag conditions are overly

Report ambiguous and thus very unlikely to be adequatedygn in a criminal procedury
These should, therefore, either be replaced by npoeeise criteria (like the
involvement of organised criminality in the pred&s the fact that the offence was
committed on the territory of more than one nonestavel jurisdiction etc.) or
substituted merely by the application of value tations.

Measures taken tpParagraph 1 of Article 209 CC B&H, Article 273 GB&H, Article 280 CC R&S,

implement the Article 265 CC Béko District on money laundering from non-state lestéminal

Recommendation | codes does not foresee the amount for money oepsogain subject to laundering,

of the Report which means that the same paragraph includes aleynmundering up to 50.000
KM. In accordance with the interpretation of thepume Court of RSigh value
(“velika vrijednost“)is 50.000 KM (legal opinion adopted at the genseasion of
the Supreme Court on June 30, 2004) which has toeated in other paragraphs |of
mentioned articles.
Paragraph 1 of the Article 209 from the Criminald€wf BiH, however, specifies
larger value (“ve¢a vrijednost®) of money or property gain (the value over
10.000,00 KM, according to the interpretation of f@ourt of BiH). Also, unlikg
entity level criminal codes, it talks about the regmor property gain generated frgm
a criminal offence endangering the common econosgiace of Bosnia and
Herzegovina or has damaging consequences for perfgractivities or financing
institutions of BiH.
Based on the above mentioned, we have concludédttbacriminal offence of
money laundering falls within the competencieshta Court of BiH, whereat the
amount of the money of assets exceeds 10.000 KM, a® a consequence, |is
resulting in endangering the common economic sp&B®snia and Herzegovina or
has damaging consequences for performing activitiefinancing institutions of
BiH.

Recommendation | As a minimum requirement, definitions of value shadds should be publicly

of the| known and should be provided for by the legislatisuch as the Criminal Code).

MONEYVAL At the State level, steps need to be taken tthéligap between positive criminal

Report law and actual judicial practice by finding an adede legislative solution instead
of the current contra legem interpretation of thev!

Measures taken tpEstablishing the “larger value” in the legal test inacceptable, since unstaple

implement the social-political and economic circumstances in tdwaintry require more often

Recommendation | change in opinion on the amount considered to ddidher amount.

of the Report

Recommendation | Definition of money laundering offences should beught fully into line with

of the | Article 3 of the Vienna Convention and Article 6tted Palermo Convention as far

MONEYVAL as material elements of the offence are concerned.

Report

Measures taken tpArticle 209 of the Criminal Code of BiH, as well asticle 272 of the Crimina

implement thg Code of FBiH, Article 280 of the Criminal Code ofSRand Article 265 of the
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Recommendation
of the Report

Criminal Code of Brcko District (which regulatesetieriminal offence of mone
laundering) have been harmonized with Article 3thed Vienna Convention an
Article 6 of the Palermo Convention in a way thaéy regulate the following
activities: disposing, exchanging, accepting, ustogicealing, trying to conceal ai
keeping.

Entity laws regulate that the right to dispose espnts a part of the ownership rig
proprietary, which includes the possibility of tséerring the ownership and/

alienation of property. (The Law Property RightsRf, Official Gazette 124/08;

the Law on Property-Legal Relations in FBiH, OfficiGazette 6/98, 29/03; TH
Law on Ownership and Other Actual Rights of Brckestbct, Official Gazette
11/01, 8/03, 40/04, 19/07).

Relevant provision of the Law on Property Right&&f reads:

“The contents of the proprietary

Article 17, paragraph 1: The property is the actigiit which authorizes an own
to freely and in its own will keeps, uses and dé&spof the property, and everyone
be deprived of that right within the limitations p®scribed by the Law”.

In reference to Article 6, paragraph 1 of the RaterConvention, the issue ¢
participating and associating with conspiracy tonouot or attempting to comm
has been regulated by Articles 247-250, Chapter XKihe Criminal Code of BiH
under the title “Conspiracy, Preparation, Assongtnd Organized Crime: (as w
as by Chapters XXIX of the Criminal Code of FBiHdaBrcko District, and
Chapter XXX of the Criminal Code of RS).

The criminal offence of Accessory (which also im#s giving advice o
instructions, removing obstacles, concealing ofésnar perpetrators, tools used
perpetrating criminal offences) has been reguldgdirticle 31 of the Crimina
Code of BiH, and Articles 25 of the Criminal Codé RS, Article 25 of the
Criminal Code of FBiH and Article 33 of the Crimir@ode of Brcko District.

We would like to note that, with regards to theidlet 6, paragraph 2 of the Palerr

Convention, all above mentioned articles from cniahicodes in BiH pertain to all

criminal offences as prescribed by these laws there are no limitations when
comes to predicate criminal offences.

Also, please note that the Prosecutor's Office ief Borks as well on the mone
laundering cases with smuggling of persons, humafidking, drug trafficking ang
others, as predicate offences. To this effect, egssed cases before the Cour

BiH, such as the one upon the Indictment of thes€rotor's Office of BiH No. KT+

341/06 against Salih AlibaSet al. for the criminal offence of organised crime
read with criminal offence of smuggling of persared money laundering. Th
money laundering case with smuggling of personshaspredicate offence wa
completed before the Court of BiH, and a final ddding verdict was hande
down sentencingulzara Hozanovi with forfeiture of unlawfully obtained propert
gain in the amount of KM 172,000.00 and forfeitafea real estate — a house

Tuzla. Furthermore, the proceedings against HamdoicDn the case No. KTt

438/07 are pending before the Court of BiH, whetearis Zorné, Acik Can and
legal entity Majorka d.o.0., Sarajevo, are charged with the crimindérafe of

money laundering with illicit trafficking in nardetdrugs as the predicate offence.

Definition of the criminal offence of money launihgy from the state level Law o
Prevention of Money Laundering and Financing ofrdiest Activities has bee
harmonized with the mentioned conventions and thiedDirective (2005/60/EC).
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Recommendation
of the Report

The authorities of Bko District should criminalise market manipulatiam their
respective legislation (either in the Law on Setiesior elsewhere) to ensure th
the range of offences which are predicates to mémaydering include all requireq
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categories of offences in all the relevant forms.

Measures taken t
implement the
Recommendation
of the Report

oOn 14.12.2010 into the parliamentary procedureaised a new Law on Securiti
Market and it is expected that in the first half28fL1 this law will be adopted. B
this Law is provided the criminal offense of "markeanipulation" and envisaged
fine or a prison sentence of 90 days to five years.

Article 278

(Market manipulation)
Whoever with the intention of acquiring financiadig for himself or another g
material damage to other influences or attemptmflaence on the decisions
other persons in terms of purchasing or sellingustes in a manner contrary {
Article 253 of this Law or perform securities traogons in a manner contrary
article 254 and 255 of this Law, or buys or seflswsities at the end of trading d
with the aim of deceiving investors who act on et trading price, shall be fing
or sentenced to imprisonment from 90 days to feary.
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Recommendation | Investigators and prosecutors need to have a dederstanding of the importanc
of the| of money laundering beyond the tax evasion andalfipredicates if mone
MONEYVAL laundering criminalisation is to be meaningful. &five implementation of mon
Report laundering incrimination should urgently be achidh@yond the tax predicate.

Measures taken tpA letter was forwarded to the High Judicial and d&utorial Council, as well &
implement theg Centers for Education of Judges and Prosecutdf8iH and RS to, in education
Recommendation | programs within the Project “Support to BiH Judigia— Strengthening

of the Report

Prosecutorial Capacities Within the System of GmathiJustice”, include issues
relevance to criminal offence of money laundering.
National Assembly of the Republic Srpska adoptedGhiminal assets recovery a

and shall enter into force on 1 July 2010. This Ewall regulate the condition
procedures and bodies responsible for detectiomoval and management

property acquired through crime. The provisionstiag Law shall apply for 4
specific criminal offenses under the Criminal Cade¢he RS, as follows: again
sexual integrity; against public health: unauthedizoroduction and trafficking d
narcotic drugs; against the economy and the paysystém (including ¢.0. mone
laundering referred to in Article 280 and c.o. &ad contribution evasion referre
to in Article 287); against official duty; againstganized crime; against human
and values protected by international law. Therefdan this way the legg
requirements for processing other predicate offeeseept tax crime are provids
as well as the compliance and coverage of mongolfi money laundering
activities and the ability to profit from organizedme and other forms of crime.

which was published in the “Official Gazette of R®J. 12/10 of 19 February 201
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Recommendation | Financial investigation into proceeds needs to Imeeoan integral part o
of the | investigation of various proceeds generating ofésné-or this to be achieved, mq
MONEYVAL resources and training are needed especially byptheecution service.

Report

Measures taken tpA letter was forwarded to the High Judicial and dekutorial Council, as well g
implement theg Centers for Education of Judges and Prosecutdf8iH and RS to, in education
Recommendation | programs within the Project “Support to BiH Judigia— Strengthening

of the Report

Prosecutorial Capacities Within the System of GmathiJustice”, include issues
relevance to criminal offence of money laundering.

During the period 2003-2009, the Center organizedsefinars with topic
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on,Money laundering, special investigations and managment of seized assets
acquired in a criminal proceeding".

The total number of participants, judges and pratees included by training wh
have attended seminars in this field is 373.

All data on education of judges and prosecutorsaadable on the website of the
Centers for training judges and prosecutors

O

Recommendation
of the
MONEYVAL
Report

State-level incrimination as well as those in thedération and Biko District
should expressly include “own proceeds” laundering at least, appropriate
guidance should be given to practitioners in thisspect in all the thre
jurisdictions where self-laundering is not expligitovered by law (especially in the
Federation and Bfko District where there is no relevant judicial ptice either).

1%

Measures taken tpAfter the changes and amendments to these lawbdetmade in 2010, the Article

implement the
Recommendation
of the Report

209, paragraph 2 of the Criminal Code of BiH antlode 280 of the Criminal Cod
of RS included “laundry of own funds”. The Team foontrol and Evaluation g
implementation of criminal codes suggested theaetsge ministry in FBiH, and/o
the Judicial Committee of Brcko District, to harnmm their criminal code
accordingly. Moreover, Article 111 of Law on amerehts and changes of the
Criminal Code of B&H (Official Gazette no 8/10)gscribes obligation of entities
and Bkko District to harmonize their CCs with the State.C

Article 111 of Law on amendments and changes ofGhieninal Code of BiH
(Official Gazette no 8/10) reads as follows:

“Responsible authorities of FBiH, RS and BD BiH Islearmonise their Criminal
Codes with this law in legal deadline of 90 daymfrthe day of entering into forge
of this Law.”

=

Recommendation
of the Report

Authorities of Republic Srpska should review thiicpaeasons whether and whyyit
was considered expedient and proportionate to ttereaelf-laundering with highg
penalty than money laundering by third parties.

=

Measures taken t
implement the

0An answer to the query forwarded to RS is required

11

Recommendation

of the Report

Recommendation | The language of money laundering incrimination apdnalties should b
of the | harmonised across the State level, the Entitied,Brko District.

MONEYVAL

Report

Measures taken tbTerminology on money laundering has been harmoriized criminal codes at a
implement the levels in BiH. Penalties at entity levels and theel of Brcko District have beg

Recommendation
of the Report

I
n
harmonized. However, taking into considerationdeeerity of the criminal offence
of money laundering as specified in the Criminad€of BiH, the more rigorous
penalty has been foreseen.

=

Recommendation | Legislation should be introduced at all levels tbow the prosecuting an
of the | convicting of defendants in absentia.

MONEYVAL

Report

Measures taken tpAccording to criminal legislation in BiH, a suspleieifendant cannot be tried in the
implement theg absence. In accordance with previous recommendatidnthe Moneyval, the
Recommendation | Ministry of Justice of BiH proposed changes to émiah legislation at the state

of the Report

level, which would enable trials to be held in #iesence of a defendant. Although

the Criminal Code prior to the reform in 2003 irddal this option, the current

23



opinion of the Team for Control and Evaluation afplementation of Criming

Legislation was that such solution could not beifjesl, since this option would
also mean (as it was the case in the past) siradtenforesee of the possibility for
repeating proceedings once a defendant shows upmahkés such request; thus
representing additional burden to courts and sévepeated trials for the same
matter.
The provisions of the Criminal Procedure Code R& tto not provide for trial in
absentia should be considered in correlation withexisting provisions of Chapter
XVI of this Law, that prescribe measures to guararthe presence of a suspect or
accused and successful conduct of criminal proogsdias Chapter XXXIII of the
same Law on the procedure for issuing Arrest Wareamad Notification (Revised
text — “Official Gazette of RS” no. 100/09). Thensistent application of legitimate
measures could substantially eliminate any eventobstacle to effective
prosecution of money laundering.
Recommendation | Domestic authorities should, at all levels of jdittion, consider whether the
of the | benefits of negligent money laundering in the $tatwie being maximised.
MONEYVAL
Report
Measures taken tpFor negligent money laundering, Criminal Codesllakeaels in BiH prescribe the
implement the imprisonment penalty up to three years; taking iatocount circumstances under
Recommendation | which the crime has been perpetrated and consa@sssof a perpetrator, this
of the Report appears to be justified.
Recommendation | The backlog in money laundering cases pending bdtee Court of Bosnia and
of the | Herzegovina is a problem that must be addressestdtg-level authorities. It is
MONEYVAL recommended that appropriate training of the jualigi and prosecutors b
Report provided.
Measures taken toA letter was forwarded to the High Judicial andgeautorial Council, and Centefrs
implement the for Education of Judges and Prosecutors in FBiHR®d
Recommendation
of the Report
(Other)  changes
since the last
evaluation
Recommendation 5 (Customer due diligence)
I. Regarding financial institutions
Rating: Non compliant
Recommendation
of the | Article 28 of the Law on Foreign Exchange shoulaéwgewed.
MONEYVAL
Report
Measures taken tpParliamentary Assembly of the Federation of Bosaimal Herzegovina, at the
implement the session of the House of Representatives of 14.00.24hd the House of People |of
Recommendation | 29.07.2010., adopted the new Law on Foreign Exaha@gerations that was
of the Report published in “the Official Gazette of the FBiH", mber 47/10 of 04.08.2010. This
law cancels the provisions on accounts on barriers.
Namely, Article 33 of the Law on Foreign Exchangpe@tions prescribes the
following: ,Bank is obliged, at the opening of faga currency accounts, accounts
in convertible marks and foreign currency saving®s and when executing|a
payment transaction, to determine an identity efdents and nonresidents and [act
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upon Law on Prevention of Money Laundering and diesm Financing.“, and th

provisions of Article 34 prescribe that: ,Ministrgf Finance prescribes the
requirements for the opening, method of maintairdang closing of residents and

nonresidents' accounts.”

Acting upon the provisions of Article 34, the Mitds of Finance has made the
Rules of Procedure for the process of opening aathtaining foreign currency

accounts and foreign currency savings depositegifients in banks and the Ru

of Procedures on requirements and method of theilgemaintaining and closing

es

the accounts of nonresidents in banks. In Articté 8he Rules of Procedure for the

process of opening and maintaining foreign curreaagounts and foreign currency
savings deposits of residents in banks, it is dtéat: ,Foreign currency savings
deposits on barrier or on barrier with secret cagenot permitted”, while Article 9

prescribes that a bank: ,when opening foreign awryeaccount or foreign curreng

savings deposit, apart from the actions specifigdeu Articles 6 to 8 of these Rules

of Procedure that define the method of the opeafraccounts, is obliged to app

the provisions of the Law on Prevention of Moneyuhdering and Terrorism
Financing and the regulations that based on this &@ adopted by the Ministry of
Security and Financial Intelligence Unit, as wedlthe provisions on prevention pf
money laundering and terrorism financing of the LawBanks and the regulations

on prevention of money laundering and terrorisrariiting adopted by the Bankin
Agency of the FBiH." Provisions of Article 10 of éhRules of Procedures ¢
requirements and method of the opening, maintaiaimg) closing the accounts
nonresidents in banks prescribe that a bank: “wdpEming nonresidents accoun
apart from the actions specified under Article® ®tthat define the method of ti
opening of accounts, is obliged to apply the priowis of the Law on Prevention
Money Laundering and Terrorism Financing and thgulaions that based on th
Law are adopted by the Ministry of Security andaficial Intelligence Unit, as we
as the provisions on prevention of money laundeaingj terrorism financing of th
Law on Banks and the regulations on prevention ofi@y laundering and terroris
financing adopted by the Banking Agency of the FBiH

By adopting the Law on Foreign Exchange Operation§,Official Gazette of the
FBiH", number 47/10) and the above rules of procede, Bosnia and
Herzegovina has eliminated a possibility for openig accounts on barriers.
Keeping such accounts has been disabled by théspons of the mentioned rulg
of procedures that prescribe banks' obligationhiwia month from the effectiv
date of the rules of procedures, to close suchwetscand open foreign curren
accounts or foreign currency savings deposits em#me.

Besides, by adopting the Law on Foreign Exchanger@jons (,,Official Gazette o
the FBiH", number 47/10), Bosnia and Herzegovina élaminated a possibility fo
opening and maintaining accounts on barrier alstipd in the provisions d@
Article 28 of the Law on Foreign Exchange OperatidrOfficial Gazette of the
FBiH", number 35/98) that is, it acted upon the ommendations from th
Recommended Action Plan for Advancement of the AGHT system.

Evidence:

1. Law on Foreign Exchange Operations (,Official Gézedf the FBiH",
number 47/10),

2. Rules of Procedure for the process of opening aathtaining foreign
currency accounts and foreign currency savings siepof residents ir
banks and
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maintaining and closing the accounts of nonresglgnbanks.

=

(‘Df-f-

1]

HEGTITE CELTr An obligation to apply the CDD measures when cagyiout occasiona

of the ; ) . S

MONEYVAL transactions that are wire transfers should be adirced by legislation or othg
enforceable means.

Report

Measures taken tpThe Authorities of Bosnia and Herzegovina is primarthe supplemen

implement thg amendments to the AML Law which will remove thididiency and harmonise th

Recommendation | AML Law (Article 6(1)) with the FATF requirements.

of the Report

Recommendation | A review should be undertaken of the definitiorit@nsaction” in the new AML

of the| Law which may not necessarily include “cash trarigats” and hence there i

MONEYVAL doubt on the application of CDD measures.

Report

Measures taken tpWorking Group of the Council of Ministers prepagedraft amendment Law

implement thg AML/CFT that will include this remark, and elimirathe definition of cash

Recommendation | transactions to avoid all doubt in the applicattb€DD measures.

of the Report

Recommendation

of the| An awareness raising programme together with ankhted guidance on th

MONEYVAL applicability of the risk based approach for CDDosld be developed.

Report

Measures taken tpA state wide training and awareness programme bas Iput in place where

implement thg number of sessions have already been held for abaurof obliged entities

Recommendation | Awareness and training is an ongoing process amdithhorities plan to continu

of the Report

to delivery such sessions to all the sectors obthiged entities.

a

Recommendation

Although specific provisions have been includethennew AML Law imposing g

a

)

e

of the | obligation for the verification of the identity ofistomers, these provisions do 1|
MONEYVAL address the timing of verification and, therefotee Decisions on Minimur
Report Standards should accordingly be reviewed.

Measures taken tpThere are activities underway of the Banking Agentyhe Federation of Bosn
implement thg and Herzegovina to make revisions in the DecisionMinimum Standards fo
Recommendation | Prevention of Money Laundering and Terrorism Fimag.c However, such
of the Report activities, not even in the working material, han been finalized.
cl?fecommendat[[(r)]r; _The relevant authoritie_s should ensure there israv_m_ss and understandin_g_ by t
MONEYVAL mdus_try on _the newly introduced concept of theelﬁgral owner, and a revision ¢
Report possibly Article 15 of the new AML Law should besidered.

Measures taken tbA state wide training and awareness programme kas Iput in place where
implement the number of sessions have already been held for abeurof obiged entities.
Recommendation | Awareness and training is an ongoing process amd\thhorities plan to continu
of the Report to delivery such sessions to all the sectors obtiligied entities

Recommendation | An obligation for all obliged entities and persots identify the ‘mind ang
of the | management’ of a legal person beyond the requirésnéor banks should b
MONEYVAL introduced under the relevant Decisions on Minim8tandards of the respecti
Report Banking Agencies.

Measures taken tp Decision

implement the On minimum standards for banks’ activities
Recommendation On prevention of money laundering and
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of the Report

Terrorism financing
“Know Your Customer” and Development of the CustoRmrfile
Article 11
In every day operations and relations with custamnieank must find out and get
know their customers’ activities, to thoroughly enstand their operations, to kng
their financial and payment habits, important infation and documentation ¢
customers’ business relations and cash flows, tygfedusiness relations th
customers maintain and to know their business cts)téheir local and internation
market practices, common sources of debits andtsneidhin their accounts, use
various currency, frequency and size, that is safpeansactions, etc. Banks g
especially required to:
1. in the case of business companies to get to khevownership structure of th
company, authorised decision makers and all otkesgms who are legitimate
authorised to act in their behalf;
2. request from its customers to submit informatioadvance and in timely fashig
and to document any expected and intended chamgésm of and in way o
performing its business activities;
3. pay special attention to well known customei purblicly known persons and
ensure that their possible illegal or suspiciousrafions do not jeopardize ba
reputation.
Based on the elements from the previous paraghegtks are required to develof
profile of their customers. This profile will bedlnded in the special registry of
customer profiles, as organized by banks themsellidé® customer profilg
developed by banks, will be used by banks as argeadditional indicator in thg
process of monitoring operations with customersriter to determine:
1. orderly, continuous and easy way of conductipgrations and relations betwe
the bank and the customer to enable easy and geaniw of customer at any give
time;
2. every unusual behavior and differences in custtambehavior alread
determined in the profile or in account turnover d¢aable easy and quig
identification and initiation of appropriate procees.

(ijecommendatl[(r)]r; An obligation for the termination of business wherebusiness relationship

MONEYVAL estak_Jllshed but the identification process cann& tompleted should &
considered.

Report

Measures taken topLaw On Amendments To The Law On PreventdnMoney Laundering An

implement theg Financing Of Terrorist Activities

Recommendation | After Article 7, new Article 7a. is added and shathd:

of the Report

Article 7a
(Rejecting business relationship and to performsaation)
1) A person under obligation who cannot carry dwe tneasures referred to
Article 7, paragraph (1), ltems 1, 2 and 3 of ttésv must not establish a busing
relationship or perform transaction, i.e. must feate the already establish
business relationship.
2) In case referred to in paragraph (1) of thigcket a person under obligation sh
inform the FIA about rejecting or terminating buese relationship and rejecting
perform transaction and send all collected infofomaaind transaction pursuant
Articles 30 and 31 of this Law.
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Identification and Other Minimum Indicators Necegsafor Efficient
Implementation of the Provisions of the Law on orev@ntion of Money
Laundering and Terrorism Financing were passedpandished in the ,Official

Bosnia and Herzegovina. The Guidelines have bestiliited to the FOO, a
brokerage companies, investment funds, the Sardgtwok Exchange, and th

implemented.

case of a suspicious identity. The Paragraph fisliasvs:

and terrorist financing activities for customersden the jurisdiction of thg
Insurance Supervision Agency of the FBIH and RSuraisce, Adopted by th
Board of Insurance Agency of BiH at the session loal 31 May, 2010.

Chapter Il, paragraph 1" ..... In the event that thient identity can not b
determined or verified, and when he is unable ke taeasures to follow a clier
the customer does not establish a business rediror transaction, or sha
terminate any existing business relationship witt tlient.

Ordinance on the activities of preventing of moneyaundering, Merkur BH
osiguranje dd, 29 December 2009

identification of new customers is done in a satigiry way.”
Article 6, item 2 is amended and shall read: Whemdactions referred to

obligation shall collect data referred to in Arécl, as well as missing data refer
to in Article 44, paragraph (1), ltems a), b),a),f), g), i), and m) of this Law.

Sfecommendatl[(r)lrel A legal obliga_tion to apply CDD measures to ex'g;ttrustome_rst beyond what |i

MONEYVAL currently prowded for banks under the relevant Bens on Minimum Standard
should be introduced.

Report

Measures taken tpThe provisions of the constant monitoring of custasnwere made in the field of

implement the securities and insurance sector.

Recommendation | On the basis of the Law on fight against money d@nimg and financing terrorist

of the Report

activities ("Official Gazette" No. 53/09) and Atec30 of Statute of "Merkur BH

28

Gazette of Bosnia and Herzegovina“ No. 93. on Ddéeemt, 2009. On the basis pf
the Bylaws,on April 8, 2010, the Securities Cominissof the Federation qf
Bosnia and Herzegovina passed the Guidelines &intiplementation of the Law
on Prevention of Money Laundering and TerrorismaRiting for Persons under
Obligation within the Authority of the Securitieo@mission of the Federation of

Registry of Securities in the Federation of Bosaiad Herzegovina, to be

Paragraph VI 1. of the Guidelines determines aictisn of establishing a business
relationship, and the obligation to stop the pristing business relationship or
activity in the event that it is not possible tdaatmine the identity of the client, or |n

“It is forbidden to establish a business relatigpsir carry out a transaction where
the customer's identity cannot be determined, oenwthe customer foundedly
doubts the veracity or credibility of data and doemtation, by which the customer
confirms their identity, and in a situation wherelgnt is not ready or does npt
show readiness for cooperation with the customedetermining the true and
complete information which the customer claims hie tanalysis of the client. A
customer in such a case must not enter into thandsss relationship and a pre-
existing business relationship or transaction rbasttopped and reported to FOO.
Guidelines for the implementation of the Law onvar&ion of money laundering

_:—I‘

Article 6. First paragraph “Through an intermegiaCompany will make the
identification of new clients and will establishdiness relations with them until the

n
paragraph 1, item b. of this Article are conduatedbasis of or without previously
established business relationship with person umddigation, a person under

[47]
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osiguranje dd“, Director of the Company on 29 Deloen?009 issues:
Ordinance on the activities of Prevention of money laundering
Article 6

Through an intermediary Company will make the id@ation of new clients and

will establish business relations with them urité tdentification of new customers

is done in a satisfactory way.
Identification of clients and persons acting onirtbehalf or benefit shall be made

on the basis of documents that are most diffieuttlitain in an unlawful manner or

falsified, as well as other documents in accordavite applicable requlations.
Identification is carried out at the start of efiglbng the business relations. To
ensure that the presented documents are still aatidelevant, Mediator and

Company will conduct periodic reviews of existingcdments. In cases where the
mediator determines that there is not enough irdtion about an existing customer

it is obliged to take urgent steps to obtain sudbrimation in the quickest manner
possible
Vii - Business Activity Monitoring
1) Purpose of monitoring the business activitiethe client
Regular monitoring of business activities of ther is crucial for determining the
effectiveness of implementing the measures withéndetection and prevention of
money laundering and terrorist financing activiti€ee purpose of monitoring the
client's business activities is reflected in defaing the legality of the client's
business and the verification of compliance ofdlent's business with provided
nature and purpose of a business relationship,hwhie client has concluded with
the customer, or with its usual volume of business.
Monitoring of the business activities of the cliestlone through:
- Monitoring and verifying of compliance of theiesit's business wit
provided nature and purpose of a business reldtipns
- Monitoring and verifying of compliance of cliemtresources with provide
source of funds that the client specified when Wdistaing a busines
relationship with the customer,
- Monitoring and verifying of compliance of busgsecustomers with its usu
scope of business,
- Monitoring and updating of the collected docutseand customer data.
2) Measures of surveillance of client's businesisiic
To monitor and verify compliance of client's oparas with the provided natur
and purpose of a business relationship, which tltchas concluded with th
customer, the following measures are used:
- Analysis of data on the purchase or sale of rit@es1 and other financig
instruments or other transactions for a certaimogein order to determin
whether, in conjunction with the purchase or sdlesecurities/financia
instruments or other transactions, there are ptesemme possible
circumstances to believe on money laundering or anfiing
terrorism. Decision on suspicion is based on si@picriteria, specified ir
the list of indicators for identifying clients arichnsactions in which ther
are reasons to suspect money laundering or theflistdicators to identify

customers and transactions for which there arengi®dor suspicion of

financing,
- Updating the previous risk assessment of thentlor preparing of a ne
risk assessment of a client.
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To monitor and verify the conformity of businesstmumers with its usual scope
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business, the following measures are taken intowatc
- Monitoring the value of the purchase or sale s&curities/financia
instruments or other transactions over a certaioumin- the customer wil

have to decide which is the amount above which failow the customer's

business and for each client particularly with regto risk category ir
which it is located (for implementation of this rseese a customer mg
establish appropriate information system support),

- Analysis of certain purchase or sale of seaslifinancial instruments ¢
other transactions in respect of suspicion to mdaepdering or terrorig
financing, when the total sales or purchases excead certain
value. Analysis of suspicion of purchase or saleseturities/financia
instruments or other transactions is based on Gospcriteria, specified in
the list of indicators to identify customers andnsactions for which ther
are grounds for suspecting money laundering, aadish of indicators tg
identify customers and transactions for which thereeasonable doubt ¢
the financing of terrorist activities.

To monitor and update the collected documents amd dbout the client, th
customer is taking the following actions:

- Re-annual analysis of the client, accordinghis &and one form of measu
of knowledge and monitoring of the client are takenording to the Law,

- Re-analysis of the client when there is doubbualthe authenticity o
previously obtained data on the client or bendfimiener of the client (if the
client is a legal person),

- Check the details about the client or her lagpkesentative in the publ
register,

- Verification of the data obtained directly byethclient or its lega
representative or agent,

- Check out the list of persons, states and athéties, for which there ar
effective measures of the UN or the EU.

3) The volume of monitoring the business activityte client

Volume and intensity of monitoring the businessvégt of client depends on ris
assessments of a particular client or its claggifio to a specific category
risk. Adequate volume of follow-up of business wtits of a particular clien
includes prescribed measures of surveillance ofinbas activity of client
continuously within the services and transactidrat the customer makes for t
client.

Implementation of the surveillance activities of thusiness of client is not requir
if the client was not executing the business aidisi (purchase and sale
securities/financial instruments or other trangand) at the conclusion of a busing
relationship. Measures of surveillance of busiressvities of clients, categorize
according to the Guidelines, in that case the costowill carry out within the firs
next purchase or sale of securities/financial imagnt, or other transaction.

In its internal documents, the customer may, inoetance with its risk
management policies in money laundering and testréinancing activities opt fo
more frequent monitoring of certain types of bus@activity of the client and brin
an additional range of measures with which to noorthie business activities of tf
client and determine the legality of its operations
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(Other) changes
since the last
evaluation
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Recommendation 5 (Customer due diligence)
Il. Regarding DNFBP®

Recommendation
of the
MONEYVAL
Report

The casino seems to be the only DNFBP that hadgifidation procedures in plac
in accordance with the AML Law. The legal, notandaccountancy professiof

are more guided by their governing laws as opposedhe AML Law. The

Privatisation Agencies of both Entities, on theeothand, appear to have son
conflict as to the identification requirements untiee AML Law and the financig
‘fit and proper’ assessment of an investor in Sttéties. It is recommended th
the relevant authorities embark on a state wideggprmme of AML/CFT awarene
within the whole DNFBPs sector, the more so becatfighe coming into force ¢
the new legislation which now imposes specific ireguents on the whole DNFBH
sector in general and to particular elements magrecifically.

Measures taken t

DA state wide training and awareness programme kas Iput in place where

implement the number of sessions have already been held for abeuraf obliged entities
Recommendation | Awareness and training is an ongoing process amd\thhorities plan to continu
of the Report to delivery such sessions to all the sectors obthiged entities.

(Other)  changes

since the last

evaluation

Recommendation 10 (Record keeping)
I. Regarding Financial Institutions

Rating: Largely compliant

Recommendation
of the
MONEYVAL
Report

Although both the old and the new AML Laws requine retention of al
documentation and information obtained on the baéikhis Law, yet both laws fa|

there is no distinction between identification drahsaction information; and ther|
are no clear provisions for the initiation of thé year retention period. Th
availability of identification information and traactions data to the authorities
indirectly addressed with the only reference onigea entities being that ¢
delivering the data “without delay or within 8 d&iyto the FID upon its reques
The provision of such data to the supervisory aitiles would however be coverg
by the general relevant provisions for the supemyisauthorities under thg
respective legislation (for example the Laws on KBan It is therefore
recommended that the provisions on record keepimpuArticle 65(1) of the ne
law be reviewed and extensively updated and brozdiém meet the requiremer
under Recommendation 10. In this respect the imvishould definitely
differentiate between identification data and tractson data, including one off d
occasional transactions. In this context the revihould ensure the establishmg
of the commencement of the retention period unaleh eircumstance.

Measures taken t
implement the
Recommendation
of the Report

oWorking Group of the Council of Ministers preparaddraft amendment La
AML/CFT that will include this remark:
Article 65, paragraph (1), shall be amended dadl sead:

(Deadline for Keeping Data by the Person underdalkitbn)

Law concerning a customer, established businessiceships with a custome

e

short of meeting all the essential elements of Rewendation 10. In particular

(1)The obligor shall keep the data and documenmidtiat are obtained under thi
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and executed transactions for a period of 10 yieans the date of termination (¢

5i.e. part of Recommendation 12.
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the business relationship, executed transactioenty in the casino or playroon
and access safe.”.

=)

(Other) changes
since the last
evaluation

Recommendation 10 (Record keeping)

Il. Regarding DNFBP®

Recommendation | Record keeping procedures in the AML LAW need toetisited and clarified in
of the | accordance with the requirements under Recommend&b.
MONEYVAL
Report
Measures taken topWorking Group of the Council of Ministers preparaddraft amendment La
implement the AML/CFT that will include this remark:
Recommendation | Article 65, paragraph (1), shall be amended dadl sead:

of the Report

(Deadline for Keeping Data by the Person underdakibn)
(1)The obligor shall keep the data and documentatiat are obtained under this
Law concerning a customer, established businessiceships with a customer
and executed transactions for a period of 10 yeans the date of termination of
the business relationship, executed transactioentoy in the casino or playroom
and access safe.”.

(Other)  change
since the las
evaluation

Uy

Recommendation 13 (Suspicious transaction reporting
I. Regarding Financial Institutions

Rating: Largely compliant

Recommendation
of the
MONEYVAL
Report

The evaluators were, concerned about the low |efetransactions reporteg
particularly as all STRs received were from bankthwone received from th
insurance and securities sectors. It was noted thatre was a high level ¢
misunderstanding together with a lack of awarengghin financial institutions
concerning the reporting obligations. The evaluatorecommend that
programme is undertaken with financial instituticisraise awareness of the S
regime. This programme should emphasise the €ifter between larg
transaction reports and suspicious transaction &Ro

= @D -

D

j9Y)

D

Measures taken t
implement the
Recommendation
of the Report

pa) We would like to note that in 2010 the Financialelligence Departmer

—

carried out a range of activities towards obligimsa sense of Article 4 of the
Law on the Prevention of Money Laundering and Trégrno Financing with g
special emphasis on the so called “non-bankingpseand their obligation tg
report suspicious transactions. These organisedrtgffand programmes
contributed to the fact that the FID received 13pstious transaction reports
by the non-banking sector, as follows:

1. leasing agencies  “STR” (suspicious transactions) 6

2. Post Offices “STR” 2

3. Western union “STR” 2

4. Notary “STR” 1

%i.e. part of Recommendation 12.
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5. MKO “‘STR” 6

Based on the above mentioned, it could be concltidadthe non-banking sect
has recognised and adopted its obligations ing¢hsesof the Law on the Preventi
of Money Laundering and Terrorism Financing and StBmitting.

The Insurance Sector in B&H financial flows covéd®$ of all the flows, therefore

on

is not realistic to expect a larger number of ST&though in the upcoming periad
of time progress is expected in this area as Wweltause in accordance with this
category a programme has been composed and impkaneith the aim of being
more familiar with the STR regime. All the obligotsxderstand the differenge
between large transactions and Suspicious TransaReports, which is confirmed
by the above mentioned data.

(Other)  changes

since the last

evaluation

Recommendation | It was also noted that in Republic Srpska STRs wetemitted to the Banking

of the | Agency rather than to SIPA. It is strongly recomdeal that all STRs be reported

MONEYVAL direct to SIPA and not via an intermediate agency.

Report

Measures taken tpObligors from the Republic of Srpska regularly némuspicious transactions only

implement theg and directly to the FID and not through any kindriérmediaries. By introduction

Recommendation | of an electronic way of reporting it will be alsechnically impossible to have an

of the Report “intermediary”. Only statistical data on suspicidtansactions are being submitted
to the Banking Agency of RS.
Notwithstanding, in order to remove any doubts antbiguities resulting from
different interpretation of the relevant provisioot Article 101 of the Law of
Banks, the proposed amendments will be reviewind) rdlrafting this article to
better reflect the provision of statistics only.

Recommendation | There appear to be conflicting reporting requirensebetween the requirements|of

of the| the New AML Law and the Law on Banks in Repubipska& and FBiH. The

MONEYVAL evaluators therefore recommend that the Law on BankRepublic Srpska and

Report FBiH should be amended to remove any conflictippréng requirements.

Measures taken tpActing upon the above recommendation, the Bankiggnty of the FBIiH sent tp

implement thg the Ministry of Finance of the FBiH the Proposedruies of the provisions of the

Recommendation | Law on Banks in question. The Ministry of Financeafarded those changes to the

of the Report

Parliamentary Assembly with proposal that such gkanshould be adopted
shortest procedure possible. However, the ParlitamgnAssembly returne
adoption of such changes from short to regular gatace and the House
Representatives of the Parliamentary Assembly adofitose changes in the fif
reading (in draft version).

The Law on Changes and Amendments to the Law okiBgui\gency of the
Federation of BiH

Article 2

In the Article 4, Paragraph 1, |

Item g) is changed and says:

" g) Controls and evaluates the harmonization okbamicrocredit organizations
and leasing companies with standards of prevewntiononey laundering and
financing of terrorist activities."

Item h) is changed and says:

" h) Controls and evaluates the implementation e&sures of banks, microcredit

organizations and leasing companies with the gbatevention of financing of

33

in
d
Df
st




activities which obstruct and/or threat to obstithet process of peace
implementation that is performed under the spoigoisf General Framework
Peace Agreement in BiH, in accordance with theiapkav."

In the Paragraph 1, items i), ), k) and I) will heleted.

Paragraphs 2, 3, 4, 5, 6, 7, 8, 9 and 10 will Hetee.

The Law on Changes and Amendments to the Law okBan

Article 2

Article 47 is changed and says:

"Bank must not acquire, make conversions or trasste mediate when
acquiring, converting or transferring of money thes property for which it is
known or it can be reasonable assumed that itggised by committing of criminal
offence.”

Bank must not get involved in the transaction ftich it is known or it can be
reasonable assumed that it is intended for moneydiing, in accordance with th
Law on Prevention of Money Laundering and Financihgerrorist Activities.
Bank must not make conversions or transfers, oliatee@hen acquiring,
converting or transferring of money or other préopéor which it is known or it can
be reasonable assumed that it might be used fanding of terrorist activities, in
accordance with the Law on Prevention of Money ldarimg and Financing of
Terrorist Activities and Law on Application of Caim Temporal Measures for
efficient implementation of the mandate of the in&gional Criminal Court for
Former Yugoslavia and other international restretineasures.

Bank must not make conversions or transfers, oliatee@hen acquiring,
converting or transferring of money or other propéor which it is known or it can
be reasonable assumed that these might be usedibigluals or legal entities or
bodies that obstruct or threat with obstructiomgepresent significant risk of actiy
obstruction of peace implementation process, inm@znce with the Law on
Application of Certain Temporal Measures for effiti implementation of the
mandate of the International Criminal Court for fRer Yugoslavia and other
international restrictive measures.

Bank is obliged to establish the internal contpaljcies and procedures with the
goal of revealing and preventing of transactiord ticlude criminal activities,
money laundering, activities that support terroreamd activities that support the
obstruction of the peace process.

Bank is obliged to undertake measures in ordeeterthine, in satisfactory way,
the real identity of any person who wants to etiterbusiness deals with that ban
who makes transaction or series of transactiotisainbank or establishes any kin
of other business relationship.

Bank is obliged to deliver the monthly statistipog to the Agency, for
transactions from the paragraphs 2, 3 and 4 oftthisle, about which the bank
informed the competent authority for taking andigziag of the report, in the form
proscribed by the Agency.

o=

(Other)  change

since the
evaluation

las

Uy

Recommendation 13 (Suspicious transaction reporting
ll. Regarding DNFBP’

Recommendation | There appears to be a need to review Article 1thefold LPML — now Article 3]

"i.e. part of Recommendation 16.
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of the
MONEYVAL
Report

under the new AML Law - to clarify in particular raggraph (3) and its applicatio
regarding the appointment of the ‘authorised petsand the application o
internal controls as required under the law for igleld small entities and natural
persons — considering further that these provisibage been retained in the new
law with specific provisions in this regard to tlegial and accountancy professions.
It is recommended that the Law be clarified andttttee FID carries out
monitoring exercise on its application and, wheesessary, imposes the relevant
sanctions as provided by the Law.

Measures taken t

implement the

Recommendation
of the Report

oln Article 32, paragraph (2) shall be amended aadir

“(2) Those persons under obligation who have less than four employees,
authorized person shall be a legal representative or other person who conducts
business of the person under obligation or a responsible person of the person
under obligation according to legal regulation.”

Recommendation
of the
MONEYVAL
Report

It is highly recommended that DNFBPs are made naware of their important
role in the AML/CFT regime through guidelines arairting thus ensuring that, in
understanding their role better, DNFBPs acknowledgel implement their AML
obligation further.

Measures taken t

implement the obligations related to prevention of money launagand terrorism financing. This

Recommendation
of the Report

0The FID developed the Guidelinfes the non-banking sector addressing its

Instruction will contribute to awareness risingtloé non-banking sector.

(Other)  change
since the Ilas
evaluation

Uy

Special Recommendation Il (Criminalize terrorist financing)

Rating: Partially compliant

Recommendation
of the
MONEYVAL

Report

Criminal laws should be amended to incorporate thmding of terrorist
organisations and individual terrorists, both ai@afét level and that of the Entitigs
and Brko District

Measures taken t
implement the
Recommendation
of the Report

pChanges and amendments to the Criminal Code of iBognd Herzegoving,
published in the B&H Official Gazette 8/10, madees to the criminal section
of ,Money Laundering, set out in the Article 209 terms of compliance of this
provision with the UN Convention against TransnadioCrime. These changes
relate to more severe penalties and introductionaofiew paragraph on self
laundering. Likewise, Paragraph (3) of this Artithe amount of cash or material
gain originating from a criminal offence has be&wgréased to the amount of
200,000 BAM, with more severe penalties.
There were no changes to the Money Launderingaseati the Criminal Codes aof
Brcko District and the Entities.
Changes and Amendments to the Criminal Code of iBoand Herzegoving,
published in the B&H Official Gazette 8/10 made icatl changes in terms of
criminal offences related to terrorism.
The Article 201 (,Terrorism"“), Paragraph (1) and ¢@ntain more severe penaltig|
Likewise, a new paragraph has been added sta@énfplibwing:
“(4) Whoever provides or collects funds, or remowéstacles or carries out any
other activity in order to create conditions forettperpetration of the criming
offence set out in the Paragraph (1) of this Adjclshall be punished hy

n
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imprisonment for a term between one and ten years.

Changes and amendments to the Article 202 (Fundingerrorist Activities),
Paragraph (1), Item a) have been made with the @finintroducing newly|
incriminated criminal offences related to terrorjsra. terrorist activities.

Changes and amendments to the Paragraph (2) ofAttide are stipulated i
accordance with the Article 7 of the Framework Bexi of the Council of thg
European Union on combating Terrorism (dated Jung8" 12020).
Changes and amendments to the Paragraph 3 of ttiidefhave been determing
in accordance with the Third Recommendation of FATéferring to terrorisn
financing.
Introduction of the new Article 202a into the CC B&Encouraging Terrorist
Activities in Public )has been carried out in accordance with the ArBobe
the Council of Europe Convention on Prevention efrérism (Warsaw
2005);
Introduction of the new Article 202b into the CC B&Recruitment for Terroris
Activities) and Article 202c Training to Perform Terrorist Activitieshas beerj
carried out in accordance with the Article 6 of @euncil of Europe Convention g
Prevention of Terrorism;
Introduction of the new Article 202dDfganising a Terrorist Grouphas beer
carried out in accordance with tifeamework Decision of the Council of tl
European Union on combating Terrorism.
There were no changes to the criminal offencesa@lt terrorism in the Criming
Codes of Brcko District and the Entities.
Changes and amendments to the Criminal Code of iBoand Herzegoving
published in the B&H Official Gazette 8/10, madeanbes in relation with
confiscation of property gain acquired through pénation of a criminal offence b
the introduction of the new Article. This enablesnare efficient fight againg
organised crime, in accordance with requiremeritbyséhe UN Convention again
Transnational Crime and its Protocols, as well ame Council of Europg
Conventions on Combating Organised Crime.

The introduced Article states the following:

“ Extended Confiscation of Property Gain Acquireatiyh Perpetration of a

Criminal Offence
Article 110a

(1) During criminal proceedings, the Court may decéte the property gain fq
which there is sufficient evidence to reasonablietse that such property gain wg
acquired by the perpetration of the criminal offenc
(2) The suspect, or the accused, the owner or #&,Un a separate judicig
proceeding, may attempt to prove that the confestgtroperty gain was acquire
by legal means. ”
Changes and amendments to the Criminal Code of#ueration of Bosnia an
Herzegovina, published in the B&H Official Gaze#@/10, made changes
relation with confiscation of property gain acqdirby the perpetration of th
criminal offence, by the introduction of the newtiéle, stating the following:

“Extended Confiscation of Property Gain Acquiredatingh Perpetration of a

Criminal Offence
Article 114

Where criminal proceedings involve the criminakaffes set forth under Chaptg
XXII, XXIX and XXXI of this Code, the Court mayuées decision under Articl
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provided sufficient evidence to reasonably belithe such property gain wa

s
acquired by the perpetration of these criminal oéfes, while the perpetrator failed

to prove that the gain was acquired in a lawful memn”

Changes and amendments to the Criminal Code ofoBRiktrict of Bosnia and

Herzegovina, published in the B&H Official Gazet2?4/10, made changes

relation to the confiscation of the property gaogu@red by the perpetration of the
criminal offence by the introduction of the new ile fully in compliance with the
previously mentioned changes in the CC of the FRaier of Bosnia and

Herzegovina.
The Republic of Srpska adopted a separate Law atfiscation of property

acquired by the perpetration of a criminal offendstermining conditions,

procedure and competent authorities for detectionfiscation and management
the property acquired by the perpetration of a icvnoffence.
Furthermore, there are changes and amendment® tGriminal Code of Bosni

and Herzegovina published in the B&H Official Gaee’/10 in relation to crimingl

offences of terrorism, with an explanation that thanges and amendments to
Article 201 are presented by a bolded text, andotier articles are complete
new.

“Terrorism

Article 201

(1) Whoever perpetrates a terrorist act with tha af seriously intimidating a
population or unduly compelling the Bosnia and Hgmvina authorities,

government of another state or international oiggtiin to perform or abstain fro
performing any act, or with the aim of seriouslys@ilising or destroying th

fundamental political, constitutional, economic sarcial structures of Bosnia and
Herzegovina, of another state or international wiggion, shall be punished by

imprisonment for a term not less thiare years.

(2) If the death of one or more people resulteanfimerpetration of the criminal

offence referred to in paragraph 1 of this Artidlee perpetrator shall be punish
by imprisonment for a term not less treightyears

(3) If in the course of the perpetration of themirial offence referred to i
paragraph 1 of this Article the perpetrator intendlly deprived another person
his life, he shall be punished by imprisonmentdderm not less than ten years
long-term imprisonment.

(4) Whoever procures or prepares any means of, or resx@n obstacle to, gr
undertakes any other act to create conditions flog, perpetration of the criminal

in
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offence under Paragraph (1) of this Article, shadl punished by a prison sentence

between one and ten years.

(5) A terrorist act, in terms of this Artigleneans one of the following intentional
acts which, given its nature or its context, mayseaserious damage to a state or
international organisation:

Attack upon person'’s life, which may cause death;

Attack upon the physical integrity of a person;

Unlawful confinement of, keeping confined or in sormmther manner deprivin
another of the freedom of movement, or restrictiig some way, with the aim t
force him or some other person to do or to omitodbear something (kidnappin
or taking of hostages;

Causing a great damage to facility of Bosnia andzetgovina, facility of
government of another state or public facilityransport system, an infrastructy
facility, including an information system, a fixgthtform located on the continent
shelf, a public place or private property, liketygndanger human life or result
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major economic loss;

Kidnapping of aircraft, ships or other means dblfor goods transport;
Manufacture, possession, acquisition, transpopplguuse of or training for the usg
of weapons, explosives, nuclear, biological or cleamweapons or radioactiv

material, as well as research into, and developroénbiological and chemica

weapons or radioactive material;
Releasing dangerous substances, or causing fipbpsean or floods the effect g
which is to endanger human life;
Interfering with or disrupting the supply of wat@gwer or any other fundament
natural resource the effect of which is to endamgenan life;

Threatening to perpetrate any of the acts refeteedh items a) to h) of thi
paragraph

Funding of Terrorist Activities
Article 202

(1) Whoever by any means, directly or indirecthpvides or collects funds with th
aim to use them or knowing that they are to be ,usetlll or in part, in order to

perpetrate: the criminal offence referred to in tledlowing Articles of this Code:

191 (Taking of Hostages), 192 (Endangering Intdomatlly Protected Persons

194 (lllicit Procurement and Disposal of Nuclear tdaal), 194a (Endangering
Nuclear Facilities), 196 (Piracy), 197 (Hijackinghn&ircraft or a Ship or Seizing g

Fixed Platform), 198 (Endangering the Safety of Airaffic and Maritime

Navigation or Fixed Platforms), 199 (DestructiondaRemoval of Signal Devices
Utilised for the Safety of Air Traffic), 200 (Misusf Telecommunication Signals),

201 (Terrorism), 202a (Encouraging Terrorist Adi@s in Public), 202k
(Recruitment for Terrorist Activities), 202c (Traig to Perform Terrorist
Activities); any other act intended to cause deathserious bodily injury to &

1
civilian, or to any other person not taking actipart in the hostilities in an armed
a

conflict, when the purpose of such act, by its ratr context, is to intimidate
population, or to compel the authorities of Bosaia Herzegovina or any othg
authorities or an international organisation to pemn or to abstain froni

performing any act, shall be punished by imprisomninoé not less than three years.

(2) The funds collected for the perpetration ortabfeed as a result of th
perpetration of the criminal offence under paragnafl) of this Article shall be
confiscated
Encouraging Terrorist Activities in Public
Article 202a

Whoever publicly, through the media, disseminatesotherwise sends out
message to the public with the aim of encouragimatler person to perpetrate tk
criminal offences referred to in the following Atés of this Code: 191 (Taking
Hostages), 192 (Endangering Internationally ProgéectPersons), 194 (lllici
Procurement and Disposal of Nuclear Material), 19&andangering Nuclea
Facilities), 196 (Piracy), 197 (Hijacking an Aircitaor a Ship or Seizing Fixe

Fixed Platforms), 199 (Destruction and Removaligh&8 Devices Utilised for thg
Safety of Air Traffic), 200 (Misuse of Telecommaitidmn Signals), 201 (Terrorism
202 (Funding of Terrorist Activities), 202b (Red¢mént for Terrorist Activities)
202c (Training to Perform Terrorist Activities) arD2d (Organising a Terroris
Group), shall be punished by a prison sentencebfass than three years.

Recruitment for Terrorist Activities
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Whoever recruits or incites another person to pagie or participate, or assist in
the perpetration, or join a terrorist group for thmurpose of perpetrating any of the
criminal offences referred to in the following Aitis of this Code: 191 (Taking pf
Hostages), 192 (Endangering Internationally ProgectPersons), 194 (lllicit

Procurement and Disposal of Nuclear Material), 194@andangering Nuclea
Facilities), 196 (Piracy), 197 (Hijacking an Airdtaor a Ship or Seizing a Fixe

Platform), 198 (Endangering the Safety of Air TimHnd Maritime Navigation or

Fixed Platforms), 199 (Destruction and Removaligh&8l Devices Utilised for thg
Safety of Air Traffic), 200 (Misuse of Telecommaitidmn Signals), 201 (Terrorism
202 (Funding of Terrorist Activities), 202a (Encagmg Terrorist Activities in
Public) and 202c (Training to Perform Terrorist Adties), shall be punished by
prison sentence of not less than three years

Training to Perform Terrorist Activities
Article 202c

(1) Whoever trains another person to manufactureise explosives, fire arms
other weapons or harmful or dangerous materials explosive devices, d
otherwise trains another person in specific methadshniques or skills with th
purpose of perpetrating any of the criminal offesiceferred to in the following
Articles of this Code: 191 (Taking of Hostages)? {Bndangering Internationally
Protected Persons), 194 (lllicit Procurement andsfiisal of Nuclear Material)
194a (Endangering Nuclear Facilities), 196 (Pirac$®7 (Hijacking an Aircraft of
a Ship or Seizing a Fixed Platform), 198 (Endanggthe Safety of Air Traffic an
Maritime Navigation or Fixed Platforms), 199 (Dasttion and Removal of Sign
Devices Utilised for the Safety of Air Traffic), 2(Misuse of Telecommunicatig
Signals), 201 (Terrorism), 202 (Funding of Terrodgtivities), 202a (Encouragin
Terrorist Activities in Public) and 202b (Recruitntdor Terrorist Activities), shal
be punished by a prison sentence of not less tirae years

(2) Whoever provides means for the training, dneolvise renders available
facility or a space, aware that they will be usedthe perpetration of the criming
offence referred to in paragraph (1) of this Articlshall be punished by th
sentence foreseen in paragraph (1) of this Article.

Organising a Terrorist Group
Article 202d

(1) Whoever organises a terrorist group or othemvimites a minimum of thre
individuals for the purpose of perpetration of tiraminal offences referred to in th
following Articles of this Code: 191 (Taking of Hages), 192 (Endangerin
Internationally Protected Persons), 194 (lllicit dturement and Disposal (¢
Nuclear Material), 194a (Endangering Nuclear Faids), 196 (Piracy), 19]
(Hijacking an Aircraft or a Ship or Seizing a Fixethtform), 198 (Endangering th
Safety of Air Traffic and Maritime Navigation or xéd Platforms), 194
(Destruction and Removal of Signal Devices Utilisedthe Safety of Air Traffic
200 (Misuse of Telecommunication Signals), 201 r6Fesm), 202 (Funding o
Terrorist Activities), 202a (Encouraging Terrorigictivities in Public), 202k
(Recruitment for Terrorist Activities) or 202c (Tmang to Perform Terrorist
Activities), shall be punished by a prison sentesfagot less than five years
(2) Whoever becomes a member of the group refearéd paragraph (1) of this
Article or otherwise participates in the activitiesf a terrorist group, which
includes providing financial or any other assistanshall be punished by a pris
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sentence of not less than three years.
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(3) A member of the group referred to in paragrdphof this Article who discloses
the group before participating in a criminal offenas its member or on its behalf,

shall be fined or punished by a prison sentenceeroteding three years, and may

even be acquitted

Recommendation
of the
MONEYVAL
Report

Domestic authorities at all competent level shosddisfy themselves that the f
definition of "funds” according to Criterion II.1lis properly covered by the curre
terrorist financing offences.

ull
nt

Measures taken t
implement the
Recommendation
of the Report

oCriminal Codes at all levels in BiH, with regardsdriminal offences of financin
terrorist activities, fully incorporated the defiobn on financing terrorism g
referred to in the Third Directive (2005/60/EC)thin the meaning of providing @
collecting funds, directly or indirectly, with tte@m to be used or knowing that th
are to be used, in full or in part, for perpetrgtihe criminal offence of terrorism.
Unlike the criminal codes of BiH, the state levadw. on Prevention of Mone

Laundering and Financing of Terrorist Activities Article 2c in more detail$
explains what is included under financing terrorstivities, inclusive of the

gﬁ(ﬂu

<=

incitement and assistance in providing and colectif property, regardless the fact

whether the terrorist act was committed and whether property was used f
perpetration of the terrorist act. Furthermore,Ahicle 3 t.e provides the definitio

of assets: all assets, material and non-mater@atle and immovable, documen

or instruments of any kind, including electronic digital, used for proving th

ownership or proprietary, as required and in acmoce with the Internationa

Convention on Prevention of Financing of Terrorisiated December 9, 1999.

Book of Rules
On implementation of restrictive measures estapddby resolutions of the un
security council 1267 (1999), 1333 (2000), 13630@01373 (2001), 1390 (2002

1455 (2003), 1526 (2004), 1617 (2005), 1735 (200822 (2008) and 1904 (2009

against members of Al-Qaida, Usama bin Laden, #idban and other individuals
groups, undertakings and entities associated Wwémt

Article 2
(Definitions of terms)
Particular terms used in this Book of Rules shalle the following
meaning:
e) Funds mean financial assets and benefits ofdwed, such as:
1) Cash, cheques, claims on money, promissory npgsnent orders an
other payment instruments,
2) Deposits with financial institutions or othertiéas, balances on accoun
claims and rights arising from claims,
3) Securities subject to stock exchange or othe tf trade, such as stoc
and shares, certificates, bonds and other kindsafrities,
4) Interest, dividends and other income generayegbets,

5) Credit, right of set-off, performance guarantessd other financial

commitments,
6) Letters of credit, bill of lading, consignmertte, contract,
7) Documents evidencing an interest in funds arfaial resources,
8) Every other instrument to stimulate export ficiag;
a) Economic resources mean assets of every kind, ehédimgible or intangiblg

movable or immovable, which are not funds but canubed to obtain fund
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goods or services.
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Recommendation | Consideration should be given to whether the fiiaof terrorism should remai
of the| criminalised at all levels of legislation in Bosrgad Herzegovina or be qualifig
MONEYVAL among those exclusively dealt with at state level.

Report

Measures taken tpDue consideration has been given to this recomntiemda The Head of the BiH
implement the delegation has written a letter to this effecthte Team for Control and Evaluatig
Recommendation | of Implementation of Criminal Legislation at themitry of Justice.

of the Report

Recommendation | Consideration should be given to abandoning the afs&double definitions” of
of the | legal terms pertaining to criminal substantive lammultiple legal sources.
MONEYVAL

Report

Measures taken toDue consideration has been given to this recomntiemda The Head of the Bik
implement the delegation has written a letter to this effectite Team for Control and Evaluatig
Recommendation | of Implementation of Criminal Legislation at the mifitry of Justice.

of the Report

(Other)  changes

since the last

evaluation

Special Recommendation IV (Suspicious transactioreporting)

I. Regarding Financial Institutions

Rating: Largely compliant

Recommendation
of the
MONEYVAL
Report

The evaluators were, concerned about the low |efetransactions reporteg
particularly as all STRs received were from bankthwnone received from th
insurance and securities sectors. It was noted thatre was a high level ¢
misunderstanding together with a lack of awarene#kin financial institutions
concerning the reporting obligations. The evalugtorecommend that
programme is undertaken with financial instituticisraise awareness of the S
regime. This programme should emphasise the difter between larg
transaction reports and suspicious transaction r&Ro

= @D -

D

A
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e

Measures taken t
implement the
Recommendation
of the Report

ob) We would like to note that in 2010 the Financiaklligence Department carrig
out a range of activities towards obligors, in asgeof Article 4 of the Law o
the Prevention of Money Laundering and TerrorismaRting with a specid
emphasis on the so called “non-banking sector” #uedt obligation to repor
suspicious transactions. These organised effodspangrammes contributed

the fact that the FID received 17 suspicious tretisa reports by the nor
banking sector, as follows:

6. leasing agencies “STR” (suspicious transactions) 6
7. Post Offices “STR” 2
8. Western union “STR” 2
9. Notary “STR” 1
10. MKO “STR” 6

Based on the above mentioned, it could be concltidadthe non-banking sect
has recognised and adopted its obligations ingheesof the Law on the Preventi
of Money Laundering and Terrorism Financing and STBmitting.

The Insurance Sector in B&H financial flows covéd#$ of all the flows, therefore
is not realistic to expect a larger number of ST&though in the upcoming perid
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of time progress is expected in this area as weltause in accordance with this
category a programme has been composed and impgkneith the aim of being
more familiar with the STR regime. All the obligotsderstand the differenge
between large transactions and Suspicious TransaReports, which is confirmed
by the above mentioned data.
Recommendation | It was also noted that in Republic Srpska STRs welemitted to the Banking
of the | Agency rather than to SIPA. It is strongly recomdel that all STRs be reported
MONEYVAL direct to SIPA and not via an intermediate agency.
Report
Measures taken tpObligors from the Republic of Srpska regularly némuspicious transactions only
implement theg and directly to the FID and not through any kindriérmediaries. By introduction
Recommendation | of an electronic way of reporting it will be alsechnically impossible to have an
of the Report “intermediary”. Only statistical data on suspicidtsnsactions are being submitted
to the Banking Agency of RS.
Notwithstanding, in order to remove any doubts amtbiguities resulting from
different interpretation of the relevant provisioot Article 101 of the Law of
Banks, the proposed amendments will be reviewind) rlrafting this article to
better reflect the provision of statistics only
Recommendation | There appear to be conflicting reporting requirensebetween the requirements|of
of the| the New AML Law and the Law on Banks in Republjsi@ and FBiH. The
MONEYVAL evaluators therefore recommend that the Law on BankRepublic Srpska and
Report FBiH should be amended to remove any conflictippreéng requirements.
Measures taken tpActing upon the above recommendation, the Bankiggnty of the FBiH sent tp
implement the the Ministry of Finance of the FBiH the Proposedries of the provisions of the
Recommendation | Law on Banks in question. The Ministry of Finanoewarded those changes to the

of the Report

Parliamentary Assembly with proposal that such gkanshould be adopted
shortest procedure possible. However, the ParlitangnAssembly returne
adoption of such changes from short to regular gotore and the House
Representatives of the Parliamentary Assembly adofitose changes in the fif
reading (in draft version).

The Law on Changes and Amendments to the Law okiBgui\gency of the
Federation of BiH

Article 2

In the Article 4, Paragraph 1, |

Item g) is changed and says:

" g) Controls and evaluates the harmonization okbamicrocredit organizations
and leasing companies with standards of prevewtfiononey laundering and
financing of terrorist activities."

Item h) is changed and says:

" h) Controls and evaluates the implementation easures of banks, microcredit
organizations and leasing companies with the gbatevention of financing of
activities which obstruct and/or threat to obstithet process of peace
implementation that is performed under the spoigoisf General Framework
Peace Agreement in BiH, in accordance with theiapkav."

In the Paragraph 1, items i), j), k) and I) will heleted.

Paragraphs 2, 3, 4, 5, 6, 7, 8, 9 and 10 will Hetele.

The Law on Changes and Amendments to the Law okBan

Article 2

Article 47 is changed and says:

in
)|
Of
st

"Bank must not acquire, make conversions or trasste mediate when
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acquiring, converting or transferring of money thiey property for which it is
known or it can be reasonable assumed that itggised by committing of criminal
offence.”

Bank must not get involved in the transaction ftich it is known or it can be
reasonable assumed that it is intended for monedkring, in accordance with th
Law on Prevention of Money Laundering and Financihgerrorist Activities.
Bank must not make conversions or transfers, oliate@hen acquiring,
converting or transferring of money or other préopéor which it is known or it can
be reasonable assumed that it might be used fanding of terrorist activities, in
accordance with the Law on Prevention of Money ldsuimg and Financing of
Terrorist Activities and Law on Application of Caim Temporal Measures for
efficient implementation of the mandate of the inggional Criminal Court for
Former Yugoslavia and other international restretineasures.

Bank must not make conversions or transfers, oliate@hen acquiring,
converting or transferring of money or other propéor which it is known or it can
be reasonable assumed that these might be usedibiguals or legal entities or
bodies that obstruct or threat with obstructiomgepresent significant risk of actiy
obstruction of peace implementation process, inm@znce with the Law on
Application of Certain Temporal Measures for efiti implementation of the
mandate of the International Criminal Court forfRer Yugoslavia and other
international restrictive measures.

Bank is obliged to establish the internal contpaljcies and procedures with the
goal of revealing and preventing of transactiord iiclude criminal activities,
money laundering, activities that support terroreamd activities that support the
obstruction of the peace process.

Bank is obliged to undertake measures in ordeeterthine, in

satisfactory way, the real identity of any persdrowvants to enter

the business deals with that bank, which makesaeion or series of
transactions in that bank or establishes any kfratter business

relationship.

Bank is obliged to deliver the monthly statistipog to the Agency, for
transactions from the paragraphs 2, 3 and 4 oftthisle, about which the bank
informed the competent authority for taking andigziag of the report, in the form
proscribed by the Agency.

The same provisional there are in RS Law

Recommendation

The evaluators recommend that appropriate clarifima of the word “odnosno” bg

of the | made to clarify that suspicion of terrorist finangimay arise in cases where fun
MONEYVAL are not derived from criminal activity.

Report

Measures taken tpAs explained at the Plenary session the word “odoibss used in the sense

implement thg continuity in the legal text. Consequently, withims context, in English it woul
Recommendation | refer to the word “and”.

of the Report

(Other)  changes

since the last

evaluation

Special Recommendation IV (Suspicious transactioreporting)

Il. Regarding DNFBP

Recommendation | Following the introduction of provisions with a nuatory obligation to provide

A
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of the | feedback in the new law, FID should provide furtbeneral and specific feedbagck

MONEYVAL to financial institutions and DNFBPs incorporatingter alia, statistics on the

Report number of STRs, information on current ML technigaed trends, as well gs
information on the decisions and results of thelgsia of STRs carried out by the
FID.

Measures taken tpThe FID sends regularly the feedback to the firanicistitutions while through

implement theg trainings for the obligors the FID presents new eylaundering typologies. The

Recommendation | feedback information related to any individual c&seent successively and as the

of the Report case develops.

Recommendation | No guidance has been provided to the non-bankimgoseon their AML CFT|

of the| obligations. FID, in conjunction with the relevastpervisory bodies should

MONEYVAL develop guidance for all financial institutions amNFBPs and ensure that an

Report adequate awareness raising campaign is in place.

Measures taken tpThese guidelines introduce more details to thegobdi on their obligations in the

implement theg implementation of the Law on the Prevention of Mphaundering and Terrorism

Recommendation | Financing and we are of the opinion that all pdesitlemmas and unclarities haye

of the Report been removed, particularly for the non bankingaect

(Other)  changes

since the last

evaluation

2.3. Other Recom

In the last report the following FATF recommendatiavere rated as “partially compliant” (PC) or “non

mendations

compliant” (NC). Please, specify for each one winaasures, if any, have been taken to improve the
situation and implement the suggestions for impnusmts contained in the evaluation report.

Recommendation 3 (Confiscation and provisional meases)

Rating: Partially compliant

Recommendation
of the
MONEYVAL
Report

Consideration should be given to the fact that #ipecific confiscation regim
applicable in money laundering cases pursuant ttickr 209(4) and identical
provisions in non-state level Codes do not profideralue confiscation.

Measures taken t
implement the
Recommendation
of the Report

oCriminal Procedure Codes (Article 394 of the CriatifPfrocedure Code of BiH

Article 394 of the Criminal Procedure Code of BrdRestrict, Article 405 of the
Criminal Procedure Code of RS, and the Article 4f%he Criminal Procedur
Code of FBiH) specify that courts shall establist value of property gain acquir
through perpetration of a criminal offence by aefestimate if the establishme
would be linked to disproportional difficulties aa significant delay of thg
procedure.

Article 2 of the Criminal assets recovery act R$ltdika Srpska (Official Gazette
of

of RS 12/10), as well as Article 2 of the Draft @imal Proceeds Recovery Act
Bosnia and Herzegovina, precisely establish theetowhreshold of criminal
proceeds subject to forfeiture.

Recommendation
of the
MONEYVAL
Report

The provisions on confiscation in the Criminal CadeRepublic Srpska should |
amended to enable the confiscation of income orerothenefits. Equally
confiscation of proceeds commingled with legitinedsets should also be provid
for.
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Measures taken tpln Republic of Srpska the Criminal Assets RecovA&oy has been adopted and
implement the published in the Official Gazette of RS, no. 12nir&ebruary 19, 2010 and it will
Recommendation | enter into force within the 6 months after beindlmhed (necessary time to adopt
of the Report by laws and to establish institutional capacities ifs implementation). This Agt
defines conditions, procedures and institutionh@niged to detect, recover and
manage the criminal assets origin from criminakoéfes defined in the Republika
Srpska Criminal Code (, Republika Srpska Officighzette”, no 49/03, 108/04,
37/06 and 70/06), including Money Laundering offendrticle 280, lllegal Trade
Article 281, Tax and Contribution Evasion Artic87, Organized crime (Article
383a) etc. Provisions of this Act shall be apfileao all criminal offences defingd
in the Article 2 of this Act, as well as to othemainal offences defined in RS Penal
Code, and if the assets, that is the value of itdvaishave been used or were aimed
to or are a result to a criminal offence exceedsatimount of 50.000,00 convertible
marks.
Ministry of Interior of RS is in accordance to tldsv oblige to establish a specijal
department for financial investigations (prepamatfor this is undergoing).Also,
seven WG where established for the drafting ofawsl for the implementation ¢f
this Law.
Recommendation | Competent authorities at State level and also & Eederation of Bosnia and
of the | Herzegovina and Bko District should review the articles in the restee
MONEYVAL Criminal Codes that provide for the confiscation inétrumentalities and other
Report objects with the aim of removing or, at least, getising the overly vague
conditions under which this security measure carapplied (absolute necessity
based on public safety or moral reasons etc.) abttite confiscation of such objegts
can actually be mandatory.
Measures taken toUpon changes and amendments made to criminal digisl in 2010, relevant
implement thg articles of criminal codes of BiH, FBIH and Brckoisbict (Article 74 of the
Recommendation | Criminal Code of BiH, Article 78 of the Criminal @e of FBiH and Article 78 of
of the Report the Criminal Code of Brcko District) have been adweh with paragraph 3 whigh
foresees the possibility of legal regulation of uhaiory asset forfeiture.
Furthermore, the word “absolutely” was deleted fiitve Criminal Code of BiH and
the Criminal Code of Brcko District, thus removinmclear precondition for
implementation of the measure on temporary corffizceof items. That way, the
possibility for applying this measure was expanded.
Recommendation | The authorities of Republic Srpska should considgroducing compulsory
of the | confiscation of such objects instead of the curréigcretionary provision in the
MONEYVAL Criminal Code of Republic Srpska Article 62(1).
Report
Measures taken tpln Article 280 of the Criminal Code of RS the criral offense of money laundering
implement the implies incriminated receiving, exchange, keepitigposal of, use in corporate or
Recommendation | other business or concealing otherwise rit@ney or property that are known tg
of the Report have been obtained by commission of criminal offeri®rovision referred to in
paragraph 6 of the same Article impliesandatory forfeiture of money and
property, which means that the money and assets that isuthiect of this crime
have been seized. This provision on confiscatidn &cordance with the provisign
of paragraph 3 Article 62 of the Criminal Code & Rhich reads: “The law may
provide for mandatory forfeiture”.
Recommendation | Removal of overly insubstantial preconditions wf rem confiscation of
of the| instrumentalities and other objects (“interestsgeheral security” etc.) should take
MONEYVAL place at all levels.
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Report

Measures taken t

OLetter forwarded to the Team for Control and Evéara of Implementation o

implement the Criminal Legislation in BiH.

Recommendation

of the Report

Recommendation | Consideration should be given to provisions in¢himinal procedure which woul

of the| enable the confiscation of proceeds where the odimprocedure cannot b

MONEYVAL concluded because the death or absconding of tneeprator or for any other

Report reason, on condition that there is a proof that timsets derive from criminal

offences.

Measures taken t
implement the
Recommendation
of the Report

pArticle 247 of the Criminal Procedure Code barel in case of absentia.

The criminal legislation system of Bosnia and Hgmeéna has been conceptualiz
in a way that a criminal proceeding is to be disitared in case when
suspect/accused has died during the criminal pdboge(Article 205 of theg
Criminal Procedure Code of BiH).

f
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ed
a

Article 110 of the Criminal Code of BiH specifidsat the property gain acquired
through perpetration of a criminal offence shallfbdeited by the court decision
which established the perpetration of a crimindémde. In accordance with that,
the criminal legislation system allows forfeitureapiminal proceeds only upon the
completion of the proceeding resulting in the valigit decision.

Recommendation | Legislative provisions should be introduced atlellels to allow for the voiding of

of the | contracts.

MONEYVAL

Report

Measures taken tpLaw on Obligations (Official Gazette of SFRJ 29/738/85, 45/89, 57/89 and

implement theg 31/93), which is effective in Bosnia and Herzegavin all jurisdictions, in Article

Recommendation | 103 prescribes that agreements which are contoanyaindatory regulations, public

of the Report system or good practices, shall be considered void.
Article 103, paragraph 1 reads:
»(1) An agreement which is contrary to mandataegulations, public system or
good practices is void if the aim of confirmed rulees not point at any other
sanction or if the law in specific case does net#y otherwise.”

Recommendation | Domestic authorities should review the practicahdtioning of provisions on

of the | confiscation and provisional measures to assess dherall effectiveness to ensure

MONEYVAL that they are fully operational and to satisfy ttsefres that the necessary tools are

Report really in place for a complete and effective systSoch a review should primarily
be supported by compiling and maintaining of corhpresive and precise statistics
on the volume and effectiveness of confiscationlamg@rovisional measures.

Measures taken tpArticle 9 of the of the Criminal Assets Recoveryt/ARepublika Srpska (Official

implement the Gazette of RS 12/10), as well as Article 9 of thafDCriminal Assets Recovery

Recommendation | Act of Bosnia and Herzegovina, regulate the obilamtto keep records on

of the Report confiscated property and court proceedings in wiiak decided on such property.
Article 411 of the Criminal Procedure Code of BiEkhtralization of Data), as well
as identical articles in entity codes and CPC ofkBr District, prescribe the
obligation for courts to forward to the BiH Minigtiof Justice data on criminal
offences, perpetrators, and valid court decisioth wegards, inter alia, to the
criminal offence of money laundering and relateiioral offences. Also, courts

shall be obliged to forward the above mentioned datstate level institution i
charge for money laundering (the Financial-Inteltige Department).

Recommendation

Domestic authorities should review the specificfiszation rule in CC-BiH Articlg
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of the| 209(4) and identical non-state rules either in tikehaes or in combination with
MONEYVAL Article 74 to consider whether these provisionsowll for the mandatory
Report confiscation of instrumentalities used in or inteddor use in the commission of a
money laundering offence as far as such objectsateowned by the perpetrator
and introduce legislation to for remedy to this apmt weakness of the system.
Measures taken toLetter forwarded to the Team for Control and Evéaraof Implementation of
implement the Criminal Legislation in BiH
Recommendation
of the Report
Recommendation | The evaluators understand that provisional measuegsonly be carried out, as|a
of the| general rule, by the decision of a preliminary pedings judge as from the
MONEYVAL initiation of the investigation. Domestic authce#i should reassess the extent to
Report which this structure might delay or even hinder feézure of proceeds, if onge
applied in a concrete money laundering case.
Measures taken tpArticle 22 of the Draft Criminal Assets RecoverytAin BiH, as well as the
implement the identical law from RS, prescribe that a prosecutmaly issue a decision gn
Recommendation | temporary measure under the specified conditialbws:
of the Report (1) If there is a risk that an owner shall disposeha property gained through
perpetration of a criminal offence before the codetides on proposal as
referred to in Article 21, paragraph 1 of this Laespective prosecutors’ offige
may issue an order to ban disposal of property.
(2) A measure as referred to in paragraph 1 of thigclarshall be valid until the
court issues a decision upon the proposal madedseputors’ office.
(3) An order as referred to in paragraph 1 of this dti respective prosecutors’
office shall forward to the owner, court and thesAgy.
Paragraph 2 of the Article 73 of the Criminal Rrdare Code of BiH, also allows
for the above mentioned possibility, and it reasifotlows:
2) If there is a risk of delay, an authorized dffianay temporarily seize property
referred to in Paragraph 1 of this Article, mayrgaut an arrest in property or take
other necessary temporary measures to preventsanransfer or disposal of such
property. An authorized official shall immediatéhform the Prosecutor about the
measures taken and the measures taken must beneemhfby the preliminary
proceedings judge within 72 hours following the erdking of the measures.
Recommendation | They should also reconsider, whether the immedisuch measures could better
of the| be provided by allowing the prosecutor, in extrgmetgent cases, on his own
MONEYVAL authority, to order the investigating bodies to myathem all out, subsequently
Report obtaining the approval of a judge.
Measures taken tpArticle 22 of the Draft Criminal Assets RecoverytAin BiH, as well as the
implement the identical law from RS, prescribe that a prosecutmy issue a decision an
Recommendation | temporary measure under the specified conditiclbws:
of the Report (4) If there is a risk that an owner shall disposehaf property gained through
perpetration of a criminal offence before the codetides on proposal as
referred to in Article 21, paragraph 1 of this Laespective prosecutors’ offige
may issue an order to ban disposal of property.
(5) A measure as referred to in paragraph 1 of thigclarshall be valid until the
court issues a decision upon the proposal madedsgputors’ office.
(6) An order as referred to in paragraph 1 of this ddti respective prosecutors’
office shall forward to the owner, court and thesAgy.
Paragraph 2 of the Article 73 of the Criminal Rrdare Code of BiH, also allows
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for the above mentioned possibility, and it reasifotlows:
2) If there is a risk of delay, an authorized affianay temporarily seize property
referred to in Paragraph 1 of this Article, mayrgaut an arrest in property or take
other necessary temporary measures to preventsetransfer or disposal of such
property. An authorized official shall immediatéhform the Prosecutor about the
measures taken and the measures taken must benwemhfby the preliminary
proceedings judge within 72 hours following the ertdking of the measures.
Recommendation | The possibility of obtaining bank information witview to freezing of assets, ag is
of the| provided by Article 72(1) and (4) of the CPC-BiHn@aidentical non-state
MONEYVAL provisions) appears to be unnecessarily restricted;at least slowed down in
Report concrete cases by factors originating in eitheromplete secondary legislation pr
simply through inaccurate communication between dtade authorities and the
financial industry. This results in duplication tife court procedure when bank
account information needs first to be obtained dpplying for a freezing order.
Domestic authorities should reassess this potergiwrtcoming and seek for |a
solution.
Measures taken tpThe BiH Authorities have given due considerationthis recommendation. The
implement the procedure for obtaining bank information with awito freezing of assets is one
Recommendation | part of the whole process for freezing assets. Aughorities believe theif
of the Report procedures are adequate and hence it does notrappédhis process is unduly
creating duplication in the court procedures. Hettoe Authorities are of the
opinion that a review of the whole procedure inolgdlegislative amendments
would not be necessary.
Recommendation | Legislative amendments should be introduced tmdhtce explicit provisions tp
of the | prevent or void contractual or other actions whéie persons involved knew pr
MONEYVAL should have known that as a result of those actites authorities would be
Report prejudiced in their ability to recover property gabt to confiscation.
Measures taken tpLaw on Obligations (Official Gazette of SFRJ 29/738/85, 45/89, 57/89 and
implement theg 31/93), which is effective in Bosnia and Herzegavin all jurisdictions, in Article
Recommendation | 103 prescribes that agreements which are contoanyaindatory regulations, public
of the Report system or good practices, shall be considered void.
Article 103, paragraph 1 reads:
»(1) An agreement which is contrary to mandatagguiations, public system or
good practices is void if the aim of confirmed rulees not point at any other
sanction or if the law in specific case does net#y otherwise."
Recommendation | A much greater emphasis needs to be given to Kiagtaf provisional measures at
of the | early stages of investigations to support more isoafion requests upon
MONEYVAL conviction. A clear understanding is required of whoearly in criminal
Report investigations the preliminary measures could betaand the practitioners shou|d
be orientated, either by adequate guidance or trajnto apply these measures|as
early as possible to prevent dissipation of proseed
Measures taken tpParagraph 2 of the Article 73 of the Criminal Pehre Code of BiH allows for the
implement thg above mentioned possibility, and it reads as fatow
Recommendation | If there is a risk of delay, an authorized officraby temporarily seize property
of the Report referred to in Paragraph 1 of this Article, mayrgaut an arrest in property or take
other necessary temporary measures to preventsayransfer or disposal of such
property. An authorized official shall immediatéhform the Prosecutor about the
measures taken and the measures taken must beneamhfby the preliminary
proceedings judge within 72 hours following the ertdking of the measures.
Recommendation | In most of the cases, the prosecution is still igairgeted at proving the predicate
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of the
MONEYVAL
Report

crime and thus no further investigation takes pldaoefollow the trail of the
proceeds. As far as this is result of inadequatdfiag and lack of necessa
trainings these shortcomings must urgently be réeaely competent authorities
all levels. Equally, the authorities should seek #o solution to the problen
underlying this trend, that is, the overly highrefard of proof applied by the trig
courts with regard to the confiscation of the preds of crime.

Measures taken t
implement the
Recommendation
of the Report

pAnswer provided from Prosecutors Office of B&H:

The Court of BiH takes immediate actions on the eydaundering cases procesy
by the Prosecutor’'s Office of BiH, hearings areestiied in a timely fashion, an
criminal proceedings, resulting in appropriate ves] are conducted. There ha
been continuous trainings for judges and prosesutealing with these types
cases which include trainings — seminars orgaritisethe Centre for Education ¢
Judges and Prosecutors FBiH, RS and BD BiH, as w@aellby internationg
organisations ICITAP, NI-CO, and others.

Center for education of judges and prosecutors oBiH and RS, and high
judicial and prosecutorial council of B&H.

In Republika Srpska during the 2009 years in thgaoization of internationg

day seminars for prosecutors and members of lawresmhent agencies on th
subject: Financial Investigation

-Seminar on prevention of money laundering, orgethiay the FID, the Associatig
of Banks, and ATTF "from Luxembourg.

-Seminar organized by the FID and ICITAP held inslite on advanceg
investigation techniques, criminal prosecution ofmplex financial crimes an
money laundering offenses.

Subject: Education of legally bound persons underhite Law on Prevention of
Money Laundering and Financing of Terrorist Activities.

Organised by consulting firm Revicon Ltd. Sarajewdhich is specialized if
consulting activities related to finance, accoumtiand taxes, 24-25 Februa

2011in Fojnica was held a seminar under the name “hotiey laundering -
procedures with clients based on risk assessment".

The seminar was held as one of the seminars inncng education programs
legally bound persons obligated to apply the Lale $eminar, held in Fojnica, w

institutions, leasing and brokerage houses andranse companies. The semin
was attended by 130 participants from all thes&vites, legally bound person
applying the Law.

The structure of participants:

Item Sector/profession Number of representatives
1. Banks 76

2. MCO 16

3. Insurance 8

4. Accountants 5

5. Auditors 4

6. Leasing 11

7. Brokerage houses 4

8. Enterprises 6

In organisation of Revicon Ltd. Sarajevo, profesalgart of education was led b
Ibrahim Sinanov (Banking Agency of FBiH), Samir OmerhodZ{Insurance

assistance programs of the Ministry of Justice UEATAP), there were two fivet

directed to the accountants and auditors as a gmiofe banks, micro-credi

'y
at
L

|l

ed
d
ve
Of

nf
|

1

ne

I

[oX

Y,

Df
S

ar

49



Agency of Bosnia and Herzegovina), Mijo Golub (StPW), Damirka Mi@ and
Hasim Sabo#i (SIPA-FID), Jasmin Slaku (Commission for the Preign of
Money Laundering - The Association of Banks); Sulej HadZ (BiH Association
of Leasing Companies), DZafer AlibegoviSecurities Commission of FBiH) and
Zeljko Ricka (Revicon Ltd.).
During the period 2003-2009, the Center organizedsefinars with topics
on,Money laundering, special investigations and managment of seized assets
acquired in a criminal proceeding".
The total number of participants, judges and proges included by training whp
have attended seminars in this field is 373.

Recommendation
of the
MONEYVAL
Report

Legislators at all levels should consider ensuritingit, in certain well-defined
serious proceeds-generating offences, elementsagtige which have proved of
value elsewhere should be considered, includingekersal of the burden of prod
post conviction, as to the lawful origin of allegediminal proceeds or the
utilisation of the civil standards of proof as twetlawful origins of proceeds. In thjs
respect, particular emphasis should be given tda@xipg how The Criminal Cod
of Bosnia and Herzegovina Article 110(3) and cop@xling non-state leve
provisions are intended to work. As far as RS erahlegislation is concerned, the
examiners share the opinion of the local authasittbat the Criminal Code d
Republic Srpska, which currently lacks such a piow, should also be harmonis
in this respect.

=W —

=
o

Measures taken t
implement the
Recommendation
of the Report

oThe introduced Article states the following:

“Extended Confiscation of Property Gain Acquiretbtigh Perpetration of a
Criminal Offence
Article 110a

(1) During criminal proceedings, the Court may decéte the property gain fg
which there is sufficient evidence to reasonablielse that such property gain was
acquired by the perpetration of the criminal offenc
(2) The suspect, or the accused, the owner or #@&, un a separate judicig
proceeding, may attempt to prove that the confestgtroperty gain was acquire
by legal means. ”
Changes and amendments to the Criminal Code ofdueration of Bosnia and
Herzegovina, published in the B&H Official Gaze#/10, made changes |n
relation with confiscation of property gain acqdirby the perpetration of the
criminal offence, by the introduction of the newtidle, stating the following:

=

o —

“Extended Confiscation of Property Gain Acquiredatiigh Perpetration of a
Criminal Offence
Article 114
Where criminal proceedings involve the criminakaffes set forth under Chapters
XXII, XXIX and XXXI of this Code, the Court mayuéss decision under Article
114, Paragraph (2) and confiscate the property gfon which the prosecutor
provided sufficient evidence to reasonably belitha such property gain wds
acquired by the perpetration of these criminal otfes, while the perpetrator failed
to prove that the gain was acquired in a lawful meamn*

Changes and amendments to the Criminal Code ofoBRiktrict of Bosnia and
Herzegovina, published in the B&H Official Gazet24/10, made changes |n
relation to the confiscation of the property gaagu@ired by the perpetration of the
criminal offence by the introduction of the new igke fully in compliance with thi
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previously mentioned changes in the CC of the Faier of Bosnia ang
Herzegovina.
The Republic of Srpska adopted a separate Law atfiscation of property
acquired by the perpetration of a criminal offenaetermining conditiong
procedure and competent authorities for detectionfiscation and management
the property acquired by the perpetration of a icvnoffence.

Recommendation
of the
MONEYVAL
Report

Authorities at all levels should establish unifgtems for keeping statistics on
amounts of property seized and confiscated, andyule® competent bodies fi

a Bosnia and Herzegovina wide basis and not seprédr each Entity and Bko
District.

this purpose, in line what was recommended by itlsé found report. In this
respect, the evaluation team considers it more takto address this question ¢

Measures taken t
implement
Recommendation
of the Report

the

Criminal assets recovery act, as well as the idahtaw from RS.
Article 5
Competent Bodies
(1) Bodies competent for detection, forfeiture and nganaent over the
property acquired through perpetration of a crihoféence are: The Prosecutof
Office of BiH (hereinafter. the Prosecutors’ Officehe Court of BiH, the Stat
Investigation and Protection Agency (hereinaftel?A3, and the Agency fo
Management over the Forfeited Assets (hereindfierAgency).

Article 9
Task of the Agency
(1) The Agency shall perform the following tasks:
manages over the forfeited property which was aeduhrough perpetration
of a criminal offence and items of a criminal offer(Article 74 of the
Criminal Code of BiH), property gain acquired thgbuperpetration of a
criminal offence and property offered as an assigamthe criminal
proceeding;
conducts expert evaluation of the forfeited crirhpraceeds;
stores, keeps and sells temporary forfeited crihinreceeds and disposes of
funds received in such was in accordance withate |
keeps records on property which, in the sense of megraph 1, item a) of
this Article, manages, and on court proceedings iwhich was decided
upon such property;
participates in providing international legal atmise;
f) participates in training of civil servants and testsl of judicial functions in
relation to forfeiture of criminal proceeds;
g) performs other tasks in accordance with this Law.

b)
c)

d)

e)

o0The required system has been regulated by Artislend 9 of the Draft BiH

—~ M n °

Recommendation
of the
MONEYVAL
Report

Consideration should be given to establishing a petent agency with adequa
procedures for keeping and managing seized andistatéd assets, and th
introduction of an asset forfeiture fund as wellaasmechanism for asset-sharing,
line with the legislative initiatives currently Ingj in the draft phase in the countt
Such an agency could optimally be set up at thel lefthe State.

Measures taken t
implement the
Recommendation
of the Report

oThe required system has been regulated by ArtiSlend 9 of the Draft BiH
Criminal assets recovery act, as well as the idahtaw from RS.

Article 5

Competent Bodies

(2) Bodies competent for detection, forfeiture and ngan@ent over thg
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property acquired through perpetration of a crithinffence are: The
Prosecutors’ Office of BiH (hereinafter: the Pragecs’ Office), the Cour
of BiH, the State Investigation and Protection Agiethereinafter. SIPA)
and the Agency for Management over the Forfeiteskefss(hereinafter: th
Agency).

Article 9

Task of the Agency

(2) The Agency shall perform the following tasks:

h) manages over the forfeited property which was aedquihrough perpetratio
of a criminal offence and items of a criminal offen(Article 74 of the
Criminal Code of BiH), property gain acquired thgbuperpetration of ¢
criminal offence and property offered as an asa@am the crimina
proceeding;
conducts expert evaluation of the forfeited crirhpraceeds;
stores, keeps and sells temporary forfeited crilpnaceeds and disposes
funds received in such was in accordance withate |
keeps records on property which, in the sense fgoaph 1, item a) of thi
Article, manages, and on court proceedings in whiels decided upon suq
property;
participates in providing international legal atsise;
participates in training of civil servants and hesl of judicial functions i
relation to forfeiture of criminal proceeds;

n) performs other tasks in accordance with this Law.

i)
)

K)

1)

m)

(Other)  changes
since the last
evaluation

Recommendation 6 (Politically Exposed Persons)
I. Regarding financial institutions

Rating: Partially compliant

Recommendation
of the
MONEYVAL
Report

At the time of the on-site visit PEPs were onlytiply and limitedly addressed an
only for the banking sector. However even thesigians did not entirely cove
the requirements for Recommendation 6. There didappear to be any similg
provisions for the whole financial sector. Althoutliie new law now provides fq
the treatment of PEPs there is a need to createewess and provide guidance
the identification process, including where the dfanal owner is a PEP.

=]
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Measures taken t
implement the
Recommendation
of the Report

o]

Politically Exposed Persons

Article 22 shall be amended and read:

(1) Persons under obligation shall establish an adequmbcedure for

determining whether a person from Bosnia and Herzeg or from abroag
has been politically exposed. They shall definehspmocedures throug
their internal document, following, at the sameejmuidelines issued b
institutions in charge for supervision, as refertedn Article 68 of this
Law.

(2) A politically exposed person as referred to in Iténof this Article shall
include any physical persons as defined by Law€onflict of Interest in
Bosnia and Herzegovina.

(3) The closest family members of persons referredh tibein 2 of this Article

)

are: spouses, parents, brothers and sisters, ehiddrd their spouses.
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persons who participate in the gain of assets @irabusiness connectid

or are connected in any way with the business.

(5) When a client who enters into a business relatiaroaducts transaction ¢
if a client on whose behalf enters into a businedation or conduct
transaction is a foreign politically exposed pers@ person undeg
obligation shall, in addition to measures refertedn Article 20 of this
Law, within the procedure on intensified identifiom and monitoring of &
client, carry out the following measures:

a) Collect data on source of assets and property wiashbeen or shall i
the subject of a business relation or transactiomfdocuments an
other documentation submitted by a client. Wherhgietta cannot b
collected in a described manner, a person undégatinn shall obtain
it directly from the written statement of a client.

b) Employees of a person under obligation which cotetiee procedurs
on establishment of a business relation with tientiwho has been
foreign politically exposed person shall provideritten approval of its
supervisory or responsible person prior to enteitirig such type of &
relation.

¢) Upon initiating business relation, a person undbligation shall
monitor transactions and other business activitiagied out by &g
foreign politically exposed person who is conductbrbugh persor
under obligation by applying procedures of ideaéfion and
monitoring.

(Other) change
since the las
evaluation

5 Changes from insurance sector: GUIDELINES

I | Foreign politically exposed persons:

Customers are required, through a written interael, to establish adequa

procedures for determining whether a foreign persqmolitically exposed. Throug

written internal act it will be defined such proceels under the Guidelines.

According to legal provisions, contract data arameixied with regard to politicall

exposed persons from abroad. If during an invetstigas learned about the stat

of politically exposed person - client with whom @ntered into a busine
relationship or transaction or if the client on whdehalf it enters into a busing
relationship or transaction is a foreign politigadixposed person, testing based

risk is carried out; in addition to measures ofiélet 7 of the Law, the measures g

procedures for enhanced identification and momitpdf the client are taken:

1. collecting data on sources of funds and aséettsare or will be subject to
business relationship or transaction, in the marprescribed by Article 22
paragraph 6 Item a) of the Act;

2. obligatory obtaining of written permission frazustomer's administration pri

22 paragraph 6 point b) of the Act;
3. particularly careful monitoring of transactiomsd other business activitig
carried out at the customer by client - politicatyposed person, after t
conclusion of a business relationship pursuantrtl& 22 paragraph 6 c) of th
Act.
Foreign politically exposed person means any ahtperson as defined by t
Guidelines and the Law.
A natural person who has or had entrusted to premtipublic function is:
a) the head of state, premier, ministers and tteputies and assistants;

to entering into a business relationship with setibnt, pursuant to Article

(4) Close associates referred to in Item 2 of thiscetinclude all physical
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b) elected representatives in legislative bodies;

institutions;
d) members of the Audit Committee and GoverndghefCentral Bank;
e) ambassadors and high ranking officers of theedrforces;
f) members of management or supervisory boardsoofpanies in majority stat
ownership.
The closest family members of persons referred foréceding paragraph: spous|
parents, siblings, children and their spouses.
Closer associates are all individuals who partteipa profits from the property @
they are in business relation or they are in any eznnected to the business.

¢) judges of the supreme and constitutional coamtd other high judicial

D

=

Recommendation 7 (Correspondent banking)

Rating: Partially compliant

Recommendation
of the
MONEYVAL
Report

The coverage of correspondent banking is not cohgmsive and does not appe
to specifically cover respondent bank’s relatiopshi Although corresponde
banking is now included under the new AML Law, iflseie of ‘payable through
accounts is not addressed. It is advisable thatr)(espondent banking
relationships be reviewed accordingly.

ar
nt

J

Measures taken t
implement the
Recommendation
of the Report

poWorking Group of the Council of Ministers has pregthamendments to the law
will be eliminated this objection as follows:
In Article 21 after paragraph (4) add new paragr@hhat shall read:
(Correspondent Relationship with Foreign Loan tngtins)
(5) The obligor can not establish a loan correspahdelationship with 3
foreign bank or any other similar institution basedwhich such foreign institutio
may use the account with the obligor to operatectly with its clients.

>

(Other)  change
since the Ilas
evaluation

U7J

Recommendation 8 (New technologies and non facefmee business)

I. Regarding financial institutions

Rating: Partially compliant

Recommendation
of the
MONEYVAL
Report

Although it appears that electronic business infihancial sector is low, there ar
no obligations for financial institutions to haveligies in place to prevent th
misuse of technological developments. This shaailprbvided for in the new AM
Law which to date does not address this issue.

D

— @

Measures taken t
implement the
Recommendation
of the Report

oWorking Group of the Council of Ministers has presthamendments to the law
will be eliminated this objection as follows:
After Article 25, add new Articles 26. that shadhd:
New Technologies

(1) The obligor shall pay special attention to theney laundering o
terrorism financing risk arising from the applicatiof new technologies which mg
allow for client anonymity (e.g. e-banking, useAdfMs, telephone banking, etc.).

(2) The obligor shall introduce procedures and t&dtditional measures
eliminate the risks posed by and prevent the misdisgew technologies for th
purposes of money laundering or financing of tésror
Book of rules on risk assessment, data, informatwcuments, identificatio

methods and minimum other indicators required fificient implementation of
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provisions of the Law on the Prevention of Morneaundering and Financing (
Terrorist Activities, Official Gazette of Bosnia @rHerzegovina” No. 93/09,
December 2009
Article 2 — Written internal program for risk assegnt — requirement and conter
(1) The person under obligation shall, as prescribettiicle 5 of the Law, adopt
written internal program which shall determine ttgk level of groups o
clients or of a single client and its geographiae¢a of operation, busine
relationship, transaction, product or service amel way it is provided to th
client as well asiew _technical developments regarding possible misaigor
the purposes of money laundering or terrorism finawing accordingto this
book of rules and the guidelines provided for bg #ID and a respectiV
supervisory body.
Guidelines for the implementation of the Law on theevention of money
laundering and terrorist financing activities farstomers under the jurisdiction
the Insurance Supervision Agency of FBiH and R$ifaisce Agency, Adopted b
the Board of Insurance Agency of BiH at the seshigid on 31 May, 2010.
lll - Risk assessment
Adoption of the interior programs for risk assessm
".... A written internal program will, in accordanaevith Article 2 of Regulationg
determine the levels of risk of clients groupsmatividual clients, their geographic
area of operation, business relationships, traimsegt products or services, t
manner of their delivery to the cliemew technological developments regarding
the possible misuse for _money laundering and the nfancing of terrorist
activities...."

Recommendation
of the
MONEYVAL
Report

There is a need to clarify Article 10 of the releveDecisions on Minimun
Standards with regard to non-face-to-face business.

Measures taken t
implement the
Recommendation
of the Report

pDiscussions on amendments to the Decisions on Miminstandards are ongoir
and a proposal will eventually be made within ttositext for any changes that m
be necessary.
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Recommendation
of the
MONEYVAL
Report

Following the introduction of the new AML Law, avised Book of Rules, providin
guidance on its implementation and more awarenashe part of ‘persons’ undeg
obligation’, albeit to different degrees, on thencepts and the philosophy of t
law and their obligations, needs to be adopted.

Measures taken t
implement the
Recommendation
of the Report

DBook of Rules was adopted in September 2009. (&eattachment)

(Other)  change
since the Ilas
evaluation

Uy

Recommendation 9 (Third part and introduced busines)

Rating: Non compl

iant

Recommendation
of the
MONEYVAL

Although the old LPML does not specifically prohitni allow third party reliance
or introduced business, likewise it does not sjpdiy allow it. However there arg

5

provisions that appear to indirectly allow such pedures. This is particularly so i
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Report

relation to the use of companies specialised iniaraer due diligence. The absen
of such companies, though recognised, impacts @tepiures to licence an

this doubt in that it specifically allows ‘personghder obligation’ to rely on thirg
parties, as defined by the new AML Law, yet the mewisions do not fully cove

that the legislative and other relevant provisiobs revised such that th
obligations and requirements should be harmonisigdl Recommendation 9.

Measures taken t
implement the
Recommendation
of the Report

pBook of rules on risk assessment, data, informatmocuments, identificatio
methods and minimum other indicators required fificient implementation of

December 2009)
Article 12 — Requirements for identification contkedat by third person

that the third person will provide such informatigoon request.

methods and minimum other indicators required fificient implementation of

December 2009)

a third person to establish and check a clienestitly, establish the identity of th

European Economic Area (EEA) and of the Financigtigh Task Force (FATF) &
described in article 6 of this book of rules.

In Article 16, after paragraph (4), add new parphréb) that shall read:
»(5) A person under obligation cannot entrust adtipierson from the country on th
list of countries that do not to apply standardshia field of prevention of mone
laundering and financing of terrorist activitiesthwtertain actions and measures
identification and monitoring of a client.”

In Article 17, after paragraph (2), add new parpgr) that shall read:

»(3) A person under obligation must not accept aiartactions and measures
identification and monitoring of a client conductddough a third person if ths
third person established and verified the cliemasntity without presence of th
person under obligation.”

Previous paragraph (3) shall become paragraplst{d), be amended and read:
(4) “By entrusting third person with certain actioand measures of identificati
and monitoring of a client, a person under oblashall not be relieved of his/h
responsibility for proper execution of actions améasures of identification an
monitoring of a client pursuant to this Law. Argen under obligation shall st
hold final responsibility for carrying out measuiasidentification and monitoring
entrusted to a third party.”

After paragraph (4) add new paragraph (5) that shatl:

56

regulate them. This creates an uncertainty as tethdr third party reliance is
allowed or not. Notwithstanding the fact that trmmAML Law has now clarified

provisions of the Law on the Prevention of Morneaundering and Financing ¢
Terrorist Activities, Official Gazette of Bosnia drHerzegovina” No. 93/09, 1

(3) When relying on a third person, the person utdigation shall ensure that the
information and documentation on identificationtlbé client can be obtained and
Book of rules on risk assessment, data, informatocuments, identification

provisions of the Law on the Prevention of Morneaundering and Financing of
Terrorist Activities, Official Gazette of Bosnia @rHerzegovina® No. 93/09, 1

In addition to what is prescribed in article 16tlé Law (third person), the person
under obligation while establishing a businesstiaiahip with a client, can entrupt

the FATF criteria for Recommendation 9. In thecemstances it is recommended

=

real owner of the client and to collect data alibatpurpose and the planned nature
of a business relationship or transaction when sugderson is an organization
mentioned in items a, ¢, d and e of paragraphidl@rt of the Law and which has
its seat or main office in a member country of Euwopean Union (EU), of the
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this Law, including the responsibility for safegdizig data and documentation.”

Article 12
After Article 17, add new Articles 17a. and 17mttshall read:

JArticle 17a.

(Obtaining data and documentation from third peyson

(1) A third person, who, pursuant to this Law, coctd certain actions an
measures of identification and monitoring of a miiénstead of a person und
obligation, shall be obligated to submit to thesper under obligation the collectg
data about the client needed for the person unlégadion to establish busine
relationship pursuant to this Law.
(2) A third person shall be obligated to submitthe person under obligation,
their request and without delay, copies of idecdifion documents and oth
documentation which served for third person to ate@ctions and measures
identification and monitoring of a client and olotaequired data about the client.
person under obligation shall be obligated to kelefained copies of identificatig
documents and other documentation in accordandethig Law.
(3) If a person under obligation suspects the antitity of the executed actions al
measures of identification and monitoring of amier identification documents, (
the truthfulness of the obtained data about trentlia person under obligation sh
request a third person to submit a written stateérabout the authenticity of th
executed actions and measures of identification moditoring of a client ang
truthfulness of the obtained data about the client.

Article 17b.
(Ban to establish business relationship)
A person under obligation shall not establish bessrrelationship if:
a) actions and measures of identification and maniy of a client were executg
by a person who is not the third person referred #rticle 16 of this Law;

c) failed to previously obtain data referred toAiriicle 17a. paragraph (1) of th
Law from a third person;

d) failed to previously obtain copies of identificea documents and othg
documentation about a client from a third person;

e) suspected the authenticity of the executed mctmd measures of identificati
and monitoring of a client or the truthfulness loé tobtained data about the clig
and did not request the written statement refeiwed Article 17a. paragraph (3)

this Law."

(Other) change
since the Ilas
evaluation

U7J

Recommendation 11 (Unusual transactions)

Rating: Non compliant

Recommendation
of the
MONEYVAL
Report

It is recommended that Recommendation 11 be spabifiaddressed through
revision of the new AML legislation and an eventcahsequent revision of th
Banking Decisions for Minimum Standards.

Measures taken t

0 Book of rules on risk assessnuty, information, documents, identificati
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“(5) A third person shall be responsible for megtthe requirements set forth by

b) a third person established and verified thentbddentity without their presence;
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Recommendation
of the Report

implement the methods and minimum other indicators required fificient implementation of

=

provisions of the Law on the Prevention of Morneaundering and Financing ¢
Terrorist Activities, Official Gazette of Bosnia drHerzegovina” No. 93/09, 1
December 2009)

Article 8 — Higher risk — indicators concerning Imess and transactions

(1)The person under obligation shall consider thatclient which conduct
transactions in unusual circumstances, such as:

(a) Significant and unexplained geographic distabetveen the location of the
client and the institution involved in the transaiwi

(b) Frequent and unexplained movement of accouatsdifferent financial
institutions;

(c) Frequent and unexplained movement of funds émtwfinancial institutions in
various geographic locations,

may present a higher risk of money launderingtamarist financing.
(3) The person under obligation shall consider ypgl intensified identification
and monitoring of such a client’s activities.

Article 11 — Considering higher risk transactioos $TRs
(1) The person under obligation may consider thgker risk transactions defined
in the articles 4, 8 and 10 of this book of rulessaspicious transactions accord|ng
to the definition in Article 3 paragraph 2 of thav and shall consider applying
intensified identification and monitoring to suchrtsactions.
(2) The person under obligation shall also considporting such transaction, cliegnt
or person to the Financial Intelligence Departmaithe State Investigation and
Protection Agency as prescribed in Article 30 @& taw.

12}

evaluation

(Other) change
since the last

Uy

Recommendation 12 (DNFBP — R.6, 8-11)

Rating: Non compli

ant

Recommendation
of the Report

Although the concept of PEPs under intensifiedtifleation procedures is addressed
through legal provisions and hence also for DNFBRspractice the issue of PEPs|is
not addressed by DNFBPs as there is a complete d¢dickwareness of the risks
involved. It is therefore recommended to introdaceawareness and understandipg
training campaign accordingly throughout the whalector of DNFBPs as is also
required for some elements of the financial sector.

Measures taken t
implement the
Recommendation
of the Report

oThe FID has developed the Guidelines for the narking sector. Other relevant
financial institutions also developed Guidelines.
These guidelines introduce more details to thegobdi on their obligations in th
implementation of the Law on the Prevention of Mph&undering and TerrorisH
Financing and we are of the opinion that all pdestilemmas and unclarities haye
been removed, particularly for the non banking@ect
Likewise, the Draft of the new law further clargiand regulates the concept| of
PEPs by intensified identification procedures. #fation to this, the FIC
initiated a series of trainings on the introductikmnthis area for the entir
DNFBP sector. In creating these guidelines, the BRFsector gave it
opinions and suggestions, wherefore they confirtiedsignificance of thei
obligations in this sense.
Guidelines For Risk Assessment And Enforcement Offie Law On Money
Laundering And Financing Of Terrorist Activities For Persons Under
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Obligation
2.1. Enhanced measures of identification and mongaointernational politically
exposed individuals

individual entrusted or was entrusted with outstaggublic function in the forme
year, including family members and close associates

Pursuant to Law, international politically exposiedividual shall be any physical

r

If a client who enters into a business relatioex@cutes transaction is an international
politically exposed party or if a client on whosehhlf an international politically
exposed party enters into business relation or ugectransaction, in addition fo
enhanced measures of identification and client toong, a person under obligation
shall take following measures as well:
1) Gather data on source of funds and possessibith are or will be the subject of
business relation or transaction;
2) The employee of the person under obligation whgies out the procedure for
establishing business relation with internationalitigally exposed party provides
written approval from his/her superior or a personcharge prior to concluding
business relation;
3) Upon concluding business relation, person undbligation shall monito
transactions and other business activities madenbpternational politically exposegd
party that are carried out via person under ohbgathrough the procedure of
identification and monitoring.
Recommendation | There is a need for increased awareness of thréaisn new or developing
of the | technologies among DNFBPs, although, as claimeslr tictivities are mostly related
MONEYVAL to a one-to-one customer relationship. Developmémtsechnology on the way of
Report carrying out certain activities could however pasegtain threats.
Measures taken tpThe FID has developed the Guidelines for the narking sector. Other relevant
implement the financial institutions also developed Guidelines.
Recommendation | These guidelines introduce more details to thegobdi on their obligations in the
of the Report implementation of the Law on the Prevention of Mph&undering and Terrorism
Financing and we are of the opinion that all pdssiilemmas and unclarities haye
been removed, particularly for the non banking@ect
Development of new technologies and developingrteldyies will be the subject of|a
separate activity of the FID and other relevantifunsons. Currently, this technology
is at a low level in B&H, but still remains the ket remove possible threats.
Recommendation | Although DNFBPs met by the evaluators claim thayttio not undertake non-face-to-
of the | face business, the enhanced obligations under #w AML Law call for more
MONEYVAL awareness of the procedures to be applied in sudurostances throughout the
Report whole sector. It is therefore recommended that ieed to conduct proper dye
diligence of non-face-to-face customers is incluiteghy awareness raising exercise.
Measures taken toThe FID has developed the Guidelines for the narking sector. Other relevant
implement the financial institutions also developed Guidelines.
Recommendation
of the Report
Recommendation | There is a need for the DNFBPs to be made more ewérthe threats to money
of the | laundering and the financing of terrorism arisingtomf large complex transactions
MONEYVAL that may not have economic reasons. The need ttysnand understand such
Report transactions cannot be over emphasised. It is recented to statutory obligations to

this effect are introduced for all obligors.
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Measures taken t
implement
Recommendation
of the Report

the

oThe FID has developed the Guidelines for the narking sector. Other releva

financial institutions also developed Guidelines.

Owing to the Instructions and the Law on the Pr&wanof Money Laundering an
Terrorism Financing, the DNFBP are familiar wittetthreats of money launderir
and terrorism financing originating from large cdexptransactions for which it i
possible that there are no economic reasons. We &t yet registered sug
transactions within the DNFBP sector and the Guidsladditionally emphasise t
need to analyse and understand such possible ¢tamsa Within the training for th
DNFBP sector, this problem area is included as.well

Recommendation
of the Report

Record keeping procedures in the AML LAW need toebisited and clarified in
accordance with the requirements under Recommeardaf.

Measures taken t
implement
Recommendation
of the Report

the

oWorking Group of the Council of Ministers prepareddraft amendment La

AML/CFT that will include this remark:
Article 65, paragraph (1), shall be amended dadl sead:
(Deadline for Keeping Data by the Person underdakibn)

(1)The obligor shall keep the data and documentatiat are obtained under thi

Law concerning a customer, established busineasaeships with a customer af
executed transactions for a period of 10 years ftioendate of termination of th
business relationship, executed transaction, ay émtthe casino or playroom, ar
access safe.”.

Recommendation
of the
MONEYVAL
Report

Although most DNFBPs have informed that they uadterbusiness on a one-to-0
basis and they identify their clients directly, jletre is a need to clarify the positi
on third party reliance and introduced business foustomer due diligenc
particularly since the new AML Law now specificadtpvides for third party reliance fg
certain parts of the identification process applied

Measures taken t
implement
Recommendation
of the Report

the

oThe FID has developed the Guidelines for the narking sector. Other releva

financial institutions also developed Guidelines.

Guidelines For Risk Assessment And Enforcement Offie Law On Money
Laundering And Financing Of Terrorist Activities For Persons Under
Obligation

4. Analysis of a party carried out by the thirdtpar

Pursuant to conditions defined by Law and bylawbgenv concluding a busine
relation with a client, person under obligation cantrust the third party wit
determining and verifying identity of a client, dehining identity of a real owner of
client and gathering of data on purpose and amtiegh nature of business relation
transaction. However, person under obligation idiged to check whether th
aforementioned third party meets requirements piest by Law, since final
accountability for execution of measures of idecdiion and monitoring of a clier
entrusted to the third party bears person undégatinn.

Person under obligation shall provide written applofrom the third party as
confirmation of reliability of the third party fothe purpose of identification of
client.

Exception can be regular monitoring of a cliennirérticle 18 of the Law accordin
to which if a client is international legal entitpt engaged in trade business or carn
deal with trade, manufacturing or other activitieshe country of registration or if
client is a fiduciary or other similar internatidtegal entity with unknown owners ¢
managers.

(Other) change

UJ
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since the last

evaluation

Recommendation 15 (Internal controls, compliance athaudit)

Rating: Partially compliant

of the Report

person under obligation or a responsible persothefperson under obligatid
according to legal regulation.”

Recommendation | Article 32(2) of the new AML Law should be reviewecdklation to full exemptions
of the | from appointing an authorised person and from maiiihg internal control by
MONEYVAL obliged entities (persons under obligation) withurfoor less employees — and
Report interpretatively, obliged natural persons.

Measures taken tpln Article 32 AML/CFT Low, paragraph (2) shall bmanded and read:

implement the ,(2) Those persons under obligation who have Ikas four employees, authorized
Recommendation | person shall be a legal representative or othesopewho conducts business of the

Recommendation
of the
MONEYVAL
Report

Competent authorities, and in particular the FIDeed to be more receptive
requests for training by the industry

to

Measures taken t
implement the
Recommendation
of the Report

0-In Republic of Srpska during the 2009 years indtganization of international
assistance programs of the Ministry of Justice UEATAP), there were two five-
day seminars for prosecutors and members of laaregrhent agencies on the
subject: Financial Investigation

-Seminar on prevention of money laundering, orgathizy the FID, the Associatio
of Banks, and ATTF "from Luxembourg.

-Seminar organized by the FID and ICITAP held isliteon advanced
investigation techniques, criminal prosecutionafplex financial crimes and
money laundering offenses.

Subject: Education of legally bound persons underhite Law on Prevention of
Money Laundering and Financing of Terrorist Activities.

Organised by consulting firm Revicon Ltd. Sarajewdhich is specialized if
consulting activities related to finance, accoumtiand taxes, 24-25 Februa

2011in Fojnica was held a seminar under the name "Antieydaundering -+

procedures with clients based on risk assessment".
The seminar was held as one of the seminars inncong education programs
legally bound persons obligated to apply the Lalae $eminar, held in Fojnica, w

directed to the accountants and auditors as a gmiofe banks, micro-credi

institutions, leasing and brokerage houses andranse companies. The semin
was attended by 130 participants from all thesevities, legally bound person
applying the Law.

The structure of participants:

Item Sector/profession Number of representatives
1. Banks 76

2. MCO 16

3. Insurance 8

4. Accountants 5

5. Auditors 4

6. Leasing 11

7. Brokerage houses 4

8. Enterprises 6
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In organisation of Revicon Ltd. Sarajevo, profesaigart of education was led by:
Ibrahim Sinanov (Banking Agency of FBiH), Samir OmerhodZ{Insurance
Agency of Bosnia and Herzegovina), Mijo Golub (StFW), Damirka Mia and
Hasim Saboti (SIPA-FID), Jasmin Slaku (Commission for the Preian of
Money Laundering - The Association of Banks); Sule Hadz (BiH Association
of Leasing Companies), DZafer AlibegoviSecurities Commission of FBiH) and
Zeljko Ricka (Revicon Ltd.).
Project coordinatorDoc Dr Zeljko Réka
Recommendation | Adequate screening procedures need to be in pladeedfectively applied when
of the | hiring people, if need be through mandatory obligas.
MONEYVAL
Report
Measures taken tpFurther to this obligation being already in place the banking sector, Guidelings
implement thg for the implementation of the Law on preventiomudney laundering and terrorist
Recommendation | financing activities for customers under the judidn of the Insurance
of the Report Supervision Agency of the FBIH and RS Insurancensge Adopted by the Board
of Insurance Agency of BiH at the session held biMay, 2010.
VI - Education and training
..... For admission to the employment of new emeésy who will perform the
duties of preventing and detecting money launderamyl financing terrorist
activities, the customer should, bearing in ming tecommendation of the FATF
No 15, apply the "screening procedure” observatiansorder to ensure high
standards of recruitment of employee ... "
Recommendation | The obligations under Recommendation 15 need &ppked to the entire financial
of the | sector.
MONEYVAL
Report
Measures taken tpThe relevant individual guidelines for the entiect®r have already been amended
implement theg and/or are in the process of being amended to erbat the obligations under
Recommendation | Recommendation 15 are entirely covered as is ®b#nking sector. For example
of the Report the Guidelines for the implementation of the law amti-money laundering and
counter terrorist financing for obligors coveredthg Commission for Securities of
the Federation of Bosnia and Herzegovina was anteade8 April 2010. Similar
changes have been made in 2010 in the Guidelimésdonsurance sector.
(Other)  changes
since the last
evaluation
Recommendation 16 (DNFBP — R.14-15 & 21)
Rating: Non compliant
Recommendation | It is highly recommended that DNFBPs are made nawvare of their important
of the| role in the AML/CFT regime through guidelines arairing thus ensuring that, in
MONEYVAL understanding their role better, DNFBPs acknowledgel implement their AML
Report obligation further.
Measures taken tpThe FID developed the guidelines (Instruction) fitre non-banking sector
implement theg addressing its obligations related to preventiomohey laundering and terrorism
Recommendation | financing. This Instruction will contribute to avearess rising of the non-banking
of the Report sector.
Recommendation | The evaluators express serious concerns on thetigmosiaken since certain
of the | professions, in particular the legal, notary andcaontancy professions, are likely
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MONEYVAL to encounter and handle transactions emerging flfmmign countries that may not
Report be applying the relevant AML standards to an acalglgtdegree.

Measures taken toThe FID developed the guidelines (Instruction) fte non-banking sector
implement the addressing its obligations related to preventiomohey laundering and terrorism
Recommendation | financing. This Instruction will contribute to avemress rising of the non-banking
of the Report sector.

Recommendation | Article 32(2) of the new AML Law should be reviewectklation to full exemptions
of the| from appointing an authorised person and from naiimihg internal control by
MONEYVAL obliged entities (persons under obligation) withurfoor less employees — and
Report interpretatively, obliged natural persons.

Measures taken tpln Article 32 AML/CFT Low, paragraph (2) shall bmanded and read:

implement the ,(2) Those persons under obligation who have Ikas four employees, authorized
Recommendation | person shall be a legal representative or othesopewho conducts business of the

of the Report

person under obligation or a responsible persothefperson under obligatid
according to legal regulation.”

Recommendation
of the
MONEYVAL
Report

Competent authorities, and in particular the FIDeed to be more receptives
request for training by the industry.

Measures taken t
implement the
Recommendation
of the Report

oln Republic of Srpska during the 2009 years in dhganization of internationd

day seminars for prosecutors and members of lawreshent agencies on th
subject: Financial Investigation.
-Seminar on prevention of money laundering, orgehiay the FID, the Associatig
of Banks, and ATTF "from Luxembour
-Seminar organized by the FID and ICITAP held inslite on advanceg
investigation techniques, criminal prosecution oimplex financial crimes an
money laundering offenses.

Subject: Education of legally bound persons underhte Law on Prevention of
Money Laundering and Financing of Terrorist Activities.

Organised by consulting firm Revicon Ltd. Sarajewdhich is specialized if
consulting activities related to finance, accoumtiand taxes, 24-25 Februa

2011in Fojnica was held a seminar under the name “motiey laundering -
procedures with clients based on risk assessment".

The seminar was held as one of the seminars inncng education programs
legally bound persons obligated to apply the Lale $eminar, held in Fojnica, w

institutions, leasing and brokerage houses anddansa companies. The semin
was attended by 130 participants from all thesévities, legally bound person
applying the Law.

The structure of participants:

Item | Sector/profession Number of representatives
1. Banks 76

2. MCO 16

3. Insurance 8

4. Accountants 5

5. Auditors 4

6. Leasing 11

7. Brokerage houses 4
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| 8. | Enterprises | 6 |
In organisation of Revicon Ltd. Sarajevo, profesalgart of education was led hy:
Ibrahim Sinanovi (Banking Agency of FBiH), Samir OmerhodZ{Insurance
Agency of Bosnia and Herzegovina), Mijo Golub (StPW), Damirka Mi@ and
Hasim Sabo#i (SIPA-FID), Jasmin Slaku (Commission for the Preign of
Money Laundering - The Association of Banks); Sulep Had4 (BiH Association
of Leasing Companies), DZafer AlibegbviSecurities Commission of FBiH) and
Zeljko Ricka (Revicon Ltd.).
Project coordinator: Doc Dr Zeljko &ia
Recommendation | Adequate screening procedures need to be in pladeedfectively applied when
of the | hiring people, if need be through mandatory obiigias.
MONEYVAL
Report
Measures taken tbThe Guidelines for the non-financial sector issbgdhe FID in October 2010 do
implement thel not address this issue. The FID will be reviewthg Guidelines accordingly to
Recommendation | create this obligation for the non-financial sector
of the Report
(Other)  changes
since the last
evaluation
Recommendation 17 (Sanctions)
Rating: Partially compliant
Recommendation | Proportionate and comparable sanctions for non-ctiamge with AML/CFT,|
of the | requirements need to be introduced throughout theplieable legislation
MONEYVAL (harmonise the sanctions stipulated by differentitenlevel laws) and al
Report ambiguities on the applicability of sanctions undee new AML Law should he
removed.
Measures taken tpTo date no specific measures have been takendndegard. However the matter
implement the will be discussed and reviewed by the Permanentkiv@rGroup for anti-money
Recommendation | laundering who is also responsible to ensure haisatan.
of the Report
Recommendation | Legislation to provide for the sanctioning powerfstle respective supervisofy
of the | bodies in the insurance market should be introduced
MONEYVAL
Report
Measures taken tbinsurance Agency of Bosnia and Herzegovina has apegp draft Law on
implement the amendment and supplement of the Law on intermedian insurance in order to
Recommendation | ensure harmonization of the regimes of the appcaanctions that are now
of the Report different according to the laws on insurance intdliaries in Federation Bosnia ahd
Herzegovina and in Republica Srpska.
Recommendation | Steps need to be taken to ensure that all requinesnef the new AML Law ane
of the | enforceable (that is; sanctions are stipulatedron-compliance).
MONEYVAL
Report
Measures taken toThe current AML Law as published in July 2009 bakljc sanctions nont
implement the compliance with all obligations there under. Hoeswas further amendments [to
Recommendation | the law are currently under consideration, the Reent Working Group for antj-
of the Report money laundering, who is also responsible to enbamenonisation, will further
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review this matter.

Recommendation
of the
MONEYVAL
Report

Administrative sanctions to be applied to the mapnts of the insurance mark|
for non-compliance with AML/CFT requirements neebé introduced.

Measures taken t
implement the
Recommendation
of the Report

DInsurance Agency of Bosnia and Herzegovina has apeep draft Law or

amendment and supplement of the Law on intermedian insurance in order {
ensure harmonization of the regimes of the appkcaanctions that are no
different according to the laws on insurance intliaries in Federation Bosnia a
Herzegovina and in Republica Srpska

Recommendation | All sanctions should be reviewed to ensure that #re effective, proportionate arn
of the | dissuasive.

MONEYVAL

Report

Measures taken tpln accordance with new draft AML/CFT:

implement the Articles 72. and 73 shall be amended and becomdudiate 72 that shall read:
Recommendation | ,Article 72

of the Report

(Punishment of Legal Persons and Responsible Persoriegal Persons fd
Offenses)
(1) A legal person referred to in Article 4 of thiaw shall be fined for an offense
the amount of 20,000 BAM to 200,000 BAM if:

a) it fails to perform risk assessment pursuant tockats, paragraph (1);

b) it fails to perform risk assessment pursuant talglines for drafting risk
assessment referred to in Article 5, paragraph (2);
it fails to carry out measures of identificationdamonitoring of a clien
when establishing business relationship with tientireferred to in Article
6, paragraph (1) ltem a);
it fails to carry out measures of identificationdamonitoring of a clien

c)

d)

during transaction in the amount of 30,000 KM orepgursuant to Article

6, paragraph (1) Item b);

it fails to carry out measures of identificationdamonitoring of a clien
when issuing electronic money referred to in Ai6l paragraph (1) Iteni
¢) and d);

it carries out a transaction to in Article 6, pasgh (1) Item (b) based on
without previously established relationship andsfé obtain data referre
to in Article 7, and missing data referred toAinicle 44, paragraph (1
ltems a), b), c), e), f), g), i), and m);
it fails to fully implement provisions of this Laim its seat, branch office
and other organizational units in the country ahbdoad referred to i
Article 8, paragraph (1);

it fails to implement tighter measures of identtion and monitoring o
branch offices and other organizational units ia ttountry and abroag
especially in the countries that do not apply imdgionally accepte
standards in terms of prevention of money laundednd financing o
terrorist activities or do so inadequately as mef to in Article 8,
paragraph (3);

it fails to obtain all required information for idgfication in accordancs
with provisions of Article 7 of this Law or if idéification is not carried ou
pursuant to Articles 10, 11, 12, 13, 14, 15 anaflfhis Law;

9)

h)
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p)
o))
r
s)

t)

inspection of the valid identification documentaotlient in the presence

the client;

it fails to collect missing data from other validigic documents pursuant

Article 9, paragraph (2);

it fails to identify a client or if identificatiors not carried out in accordan
with provisions of Article 7 of this Law;

person under obligation fails to collect data abfinal real owners a
prescribed by paragraph (3) of Article 15.;

person under obligation entrusts certain actionsl aneasures o

identification to a third person from a country this list of countries tha

do not apply internationally accepted standardgeims of prevention o
money laundering and financing of terrorist ackbat referred to in Article
16 of this Law;

person under obligation accepts measures of idmattidn and monitoring
of a client through a third person and that perbas established an
verified the identity of the client without his gence;

monitoring of a client's business activities does include provisions o
Article 18. paragraph (2) items a) and b);

it fails to apply tighter measures of identificatiovhen establishin
correspondent relationship with a bank or otheilamerediting institution
with a seat abroad;

it fails to act pursuant to provisions of Articlg;2

a client is not present when establishing and yiegf identity during
execution of measures of identification and moimtgr

a person under obligation fails to collect dataformation and
documentation referred to in Article 21, paragrdphitems a) through f|
when establishing correspondent relationship witheaak or other simila
crediting institution with a seat abroad;

an employee of a person under obligation estaldisbitionship with g
correspondent bank referred to in Article 21, peaph 2 of this Law
without prior written consent of his/her supervisord responsible persq
of the person under obligation,

a person under obligation fails to collect all degferred to in Article 21
paragraph by inspecting public and other availabigstries, or document
and business reports submitted by the bank or oshmaiar crediting
institution with a seat abroad;

establishes or continues correspondent relationsfitip a bank or othe
similar crediting institution with a seat abroadheiut prior fulfillment of
requirements envisaged by Article 21, paragraphit@ins a) through d);
Fails to establish an adequate procedure for iy@rgi politically active
person pursuant to Article 22.

fails to undertake measures referred to in Artk@eparagraph (6);

when establishing a business relationship or peiifay transaction by
politically active person, a person under obligatialong with measureg
envisaged by Article 20, within the procedure ghter identification anc
monitoring measures;

aa) fails to act pursuant to Articles 23, 24 and 25;
bb) opens, issues or enables client to have secretacemd other product

referred to in Article 27 of this Law;

cc) establishes a business relationship with shell daeterred to in Article 28

of this Law;
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dd) allows cash payment in the amount exceeding 30BAB! contrary to
provisions of Article 29 of this Law;
ee)fails to report FIA or fails to sent informationatd or documentation
referred to in Articles 30 and 31 of this Law t&\FI
ff) entrusts the tasks of the authorized person arehisleputy to a persgn
that does not meet the requirements referred £otiole 33, paragraph (1
items a) through d);
gg) lawyers, legal companies, and notaries fails topacsuant to Article 39,
paragraph (1) items a) and b);
hh) persons performing professional activities withihe t procedure of
identification and monitoring measures fail to acrsuant to Article 4(
when establishing business relationship and traioseac
i) persons performing professional activities failtd pursuant to Article 41
and 43;
jj) records of a person under obligation does not gorda minimum the
information referred to in Article 44, paragraph; (1
kk) fails to act upon the order of FIA on temporaryp&rsion of transaction ¢r
directions issued by FIA related to the order anddcordance with Article
48 of this Law;
I) fails to keep information, data and documentatiorspant to Article 65 of
this Law for at least 10 years after the identifma transaction or closure
of the account.
(2) A responsible person in a legal person shafire in the amount from 5,000
BAM to 20,000 KM for the offence referred to in pgraph 1 of this Article.
(3) A physical person performing private businepsrations shall be fined in the
amount from 3,000 BAM to 20,000 BAM for the offenederred to in paragraph|1
of this Article.
(4) A legal person referred to in Article 4 of thiaw shall be fined in the amount
from 10,000 BAM to 100,000 BAM if:
a) it fails to perform additional identification of fareign legal person at
least annually in accordance with provisions ofdt10, paragraph 7 @
this Law;
b) it fails to submit mandatory information to FIA @ails to submit it as
defined by Article 47 of this Law;
c) it fails to establish internal control or it fatts make a list of indicators {
identify suspicious transactions within set deadlor as defined by
provisions of Articles 36 and 37 of this Law;
d) it fails to appoint authorized person and his dgputfails to inform FIA
about the appointment, pursuant to the provisidn&rticle 32 of this
Law;
e) it fails to ensure in-service training of personirelaccordance with
provisions of Article 35 of this Law;
f) it fails to keep information about an authorizedspe and his deputy,
about in- service training of employees and intecoatrol carried out at
least four years after the appointment of the ainbd person and hi
deputy, after completion of in- service traininglafter carrying out of
internal control respectively in accordance witbvision of Article 65,
paragraph 2 of this Law;
(5) A responsible person in a legal person shalired in the amount from 1,000
BAM to 5,000 BAM for the offence referred to in pgraph 1 of this Article.
(6)A physical person performing private businessrapions referred to in Article ¢
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of this Law shall be fined in the amount from 2,dAM to 10,000 BAM for the
offence referred to in paragraph 1 of this Artitle.
Previous Articles 74, 75, 76, 77 and 78 shall bex@®) 74, 75, 76 and 77.

(Other)  changes
since the last
evaluation

Recommendation 21 (Special attention for higher ris countries)
Rating: Non compliant
Recommendation | It is recommended that a specific obligation beuded for financial institutions tg
of the| give special attention to business relationshipsl aransactions with financial
MONEYVAL institutions and other legal/natural persons fromuntries that have inadequal
Report AML/CFT measures in place. Such an obligation sthayd beyond the ongoin

monitoring of accounts.

D

e
g

Measures taken t
implement the
Recommendation
of the Report

oBook of rules on risk assessment, data, informatiocuments, identificatio
methods and minimum other indicators required fificient implementation of
provisions of the Law on the Prevention of Morneaundering and Financing ¢
Terrorist Activities, Official Gazette of Bosnia @rHerzegovina’ No. 93/09,
December 2009)
Article 4 — Higher risk — indicators concerning geaphical location
(1) The person under obligation shall consider thafient which has its seat
central office in a country:
(a) which is subject to sanctions, embargoes oilairmeasures issued K
the United Nations;
(b) identified by the FATF or other credible intational organization a
lacking internationally accepted standards for firevention and detectio
of money laundering and funding of terrorist adités;
(c) identified by the FATF or other credible intational organization al
providing funding or support for terrorist actieifi that have designats
terrorist organizations operating within them or;
(d) identified by credible sources as having sigaiit levels of corruption;
may present a higher risk of money laundering angbtist financing.
(2) The person under obligation shall consider dpgl intensified identification
and monitoring of such a client’s activities.
Guidelines for the implementation of the Law on theevention of money
laundering and terrorist financing activities farstomers under the jurisdiction
the Insurance Supervision Agency of FBiH and R$ifaisce Agency, Adopted b
the Board of Insurance Agency of BiH at the seshigid on 31 May, 2010.
Il - Risk Assessment
The criteria relevant to examination
1. Clients:
a) The client citizenship testing
b) Designation of politically exposed persons
c) Testing of the actual economic owner
d) Relationship to customer
a) The client citizenship testing
(1) Subiject to the citizenship of the client, thistomer will consider the applicatid
of enhanced identification and monitoring of adiés, in accordance with Articl
4 of the Rules, or the simple identification andnitaring of client's activities, in

accordance with Article 5 and 6 of the Ordinance.
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(2) EU Member States, the European Economic ArdgAjEor members of thg
Working Group on Financial Measures against Monayiridering (FAFT), arg

considered to be countries that have adopted itierral standards for preventing
and detecting money laundering and terrorist filr@ncactivities, which are

equivalent or more stringent than those applicabléeBosnia and Herzegovin
(5) In the case that a client has a permanentaeséin BiH, and comes from
country that is not listed as a state that has tedomternational standards f

preventing and detecting money laundering and Gimanterrorist activities, which
are the same or stricter than those in force ilmmBoasnd Herzegovina, offering to

enter will be considered by application of increhseeasures of identificatio
Risk assessment
1) Client
0 = low risk elements
Residence/seat of the company in the country
Nationality EU/EEA
Not politically exposed person
Continuous client
One contract of life insurance
Personal
1 = higher risk elements
Residence/seat of the company abroad
Citizenship is not in the EU/EEA
Politically exposed person
New client
More life insurance contracts
Through an agent/representative
Internal program for assessing the level of risk cstomers, Merkur BH
osiguranje dd,
The criteria relevant to the investigation:

| Clients:

a8 Examination of nationality of the ensured person;

b) Identification of politically exposed persons;

¢) Examination of the real economic owner;

d) Relation to the insurance company.
a) Examination of nationality of the ensured person
EU Member States, the European Economic Area (E&W) the members of th
Working Group for the financial measures againsheylaundering (eng FAFT|
are considered to be countries that have adoptedntiernational standards f
preventing and detecting money laundering and &iman of terrorist activities
which are the same or more strict than those wihieh in use in Bosnia ar
Herzegovina.
Those are:
1. Argentina, Australia, Austria, Belgium, Basil,ulBaria, Cyprus, Ching
Montenegro, Czech Republic, Denmark, Estonia, Rahl&rance (including Freng
oversea territories Mayotte, New Caledonia, FreRclynesia, Saint Pierre an
Miguelon, Wallis and Futuna),Gibraltar, Greece, Bddong, Croatia, Ireland
Island, Italy, Japan, South Africa, Canada, Latvidchtenstein, Lithuania|
Luxembourg, Hungary, Malta, Mexico, Netherlandd{iding Antilles and Aruba)
Germany, Norway, New Zealand, Poland, Portugal, &0a&) Russian Federatio
Singapore, USA, Slovakia, Slovenia, Spain, SerBi@eden, Switzerland, Turke
and United Kingdom (including three crown dependéarritories of United
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Kingdom, Jersey, Guernsey and Island Man).
2. In the case that client comes from a countryctvlig not listed in the Annex, th
offer for the conclusion of insurance will not la&én into consideration.
Changes from Insurance sector:GUIDLINES
The criteria relevant to the investigation:
A customer is required to subject the activitiesthie life insurance business
analysis based on certain criteria (clients, complansactions, client activity, th
origin of the client, etc.) so life insurance woultmht be abused for mong
laundering and financing terrorist activities.
1. Clients:

a. Client citizenship testing

b. Mark of politically exposed persons

c. Testing of real economic owner

d. Relationship to customer
a) Client citizenship testing
Depending on the citizenship of the client, the taoer will consider the
application of enhanced identification and monitgractivities, in accordance wit
Article 4 of the Rules, or the simple identificatiand monitoring activities of th
client, in accordance with Article 5 and 6 of thedi@ance.
EU Member States, the European Economic Area (E&AR member of thg
Working Group on Financial Measures against Moneguridering (FAFT)
considered to be countries that have adopted itierral standards for preventir
and detecting money laundering and terrorist filrancactivities, which arg
equivalent to or stricter than those in use in Bsmd Herzegovina.

Countries mentioned in the preceding paragraphcamsidered to be the country

listed in the Annex to the Ordinance, namely: Atgex Australia, Austria
Belgium, Brazil, Bulgaria, Cyprus, China, MontenegE€zech Republic, Denmar
Estonia, Finland, France (including French oversesstory of Mayotte, New
Caledonia, French Polynesia, Saint Pierre and Moqueand Wallis and Futunal
Gibraltar, Greece, Hong Kong, Croatia, Irelandl|dod, Italy, Japan, South Afric
Canada, Latvia, Liechtenstein, Lithuania, Luxemlgoudungary, Malta, MexicQ
the Netherlands (including Netherlands Antilles akaiba), Germany, Norway
New Zealand, Poland, Portugal, Romania, Russiareraédn, Singapore, USA
Slovakia, Slovenia, Spain, Serbia, Sweden, Swinell Turkey and the Unite
Kingdom (including three Crown Dependencies of Wrted Kingdom: Jersey
Guernsey and the Isle of Man).

With the client citizenship testing, customers viié guided by a list of countrig
from the previous paragraph, until the MinisterSafcurity of BiH, on annual levg
updates the list of countries in Article 4 and @ha Ordinance.

In the case that a client has a permanent resideri®giél, and comes from the state

that is not listed as a state that has adoptednitienal standards for preventil
and detecting money laundering and financing testractivities, which are th
same or stricter than those in force in Bosniatldexzegovina, offer to enter will by
considered applying the measures of increasedifidatibn.

Requirements on conclusion of the life contractbodign natural and legal perso
who are not domiciled or resident, i.e. has no p@ent residence in BiH will ng
be accepted.

Guidelines For Risk Assessment And Enforcement Offfe Law On
Money Laundering And Financing Of Terrorist Activit ies For Persons

to
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6.1.2. Geographical Position of a Party

Parties that represent a high risk for money latindeand financing terrorig
activities also include parties which have permamerntemporary residence or ti
seat in the following country:

1. A country which is not a member of the Europ&lion, European Econom
Area (EEA) or Financial Action Task Force (FATF),io a country which has n

satisfactory regulations or international standaettsted to prevention of the monge

laundering and financing terrorist activities;

2. A country, which based on the assessment of etenp international

organizations, is famous for the production of drugr well-organized an
developed traffic in drugs (Middle or Far East dm&s famous for heroil
production: Turkey, Afghanistan, Pakistan and Gold&riangle countries
(Myanmar, Laos and Thailand); South American caestfamous for cocain
production: Peru, Colombia and neighboring cousfrididdle and Far Eas
countries and Middle American countries known fodihn cannabis productio
Turkey, Lebanon, Afghanistan, Pakistan, Morocco, niia, Nigeria and
neighboring countries, as well as Mexico);
3. A country, which based on the assessment ofctimapetent internationd
organization, is famous for its high level of orgad crime, corruption, illicit
weapon trade, trafficking and violation of humaghts,
4. A country, which based on the assessment ofirtteznational organizatio
FTAF, is placed on the list of uncooperative coyrdr territory (it is about thg
countries or territories which, according to theTFA have no adequate legislati
for prevention or detection of money launderindgwrding of terrorism, there is n
control of the state over financial institutions such control is inadequat
establishment or operation of financial institn8ds possible without the approy
or registration with the competent national bodstate abet opening of anonymg
accounts or other anonymous financial instrumehesie is inadequate system
identification and informing of suspicious transaes, legislation does ng
prescribe the obligation of identifying the real reaw, international cooperation
inefficient or inexistent).
5. A country against which the UN measures arectffe, among which are the f
or partial ban of economic relations, railway, maryiair, post, telegraphic, rad
and other communication relations, ban on diploenaglations, military embargg
travel embargo etc.
6. A country which is known as financial or tax hea (it is very significant tha
those countries enable full or partial tax exemp#joor the tax rate is much lowj
than in other countries. Such countries usuallyehas agreements on avoidi
double taxation, or if they have any, they do miltexe to it since their legislatig
enables them to do so, i.e. to prescribe stricbhing of the banking and busine
secret and providing quick, discreet and cheapnéii@ services. Among the tg
heaven countries are: Dubai — Jabel Alii Free Z@ibraltar, Hong Kong, Isle g
Man, Lichtenstein, Macau, Mauritius, Monaco, NauNgvis Island, Iceland -
Norfolk area, Panama, Samoa, San Marino, Sark,hedgs, St. Kitts and Nevis
St. Vincent and the Grenadines, Switzerland — ceniaud and Zug, Turks an
Caicos Island, United States of America — Delawanel Wyoming, Uruguay
Virgin Island and Vanuatu.
1.A country generally known as off-shore financiahes (it is significant tha
those countries define limitation regarding dirgutrformance of registere
business in the country, provide a high level ofkiag and business secret, ha
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services and registration of legal persons. Thegatchave adequate legislatio
for prevention or detection of money launderindwnrding of terrorism. Among
the off-shore financial center countries are: AmdporAngola, Antigua an
Barbuda, Aruba, Bahamas, Barbados, Belize, BermBd#ish Virgin Island,
Brunei Darussalam, Cabo Verde, Cayman Island, Gslands, Costa Rica,
Delaware (SAD), Dominica, Gibraltar, Grenada, Geeyn Isle of Man, Jerse
Labuan (Malaysia), Lebanon, Lichtenstein, Macaod®liea (Portugal), Marshall
island, Mauritius, Monaco, Montserrat, Nauru, NevafSAD), Netherlands
Antilles, Niue, Palau, Panama, Philippines, San8&ychelles, St, Christoph
and Nevis, St. Lucia, St. Vincent and the GrenagJideig (Switzerland), Tonga,
Turks and Caicos Island, Uruguay, Vanuatu and Wggni8AD).

(Other)  changes
since the last
evaluation

Recommendation 22 (Foreign branches and subsidiagg

Rating: Non compliant

Recommendation
of the
MONEYVAL
Report

D

Requirements for Recommendation 22 are only pbrtiadidressed through th
Banking Decisions on Minimum Standards — more §patty only to a minor,
extent through Article 2 — and through the new d«ti8 of the new AML Law.
However there are no provisions covering the maiequisites of the
Recommendation. It is recommended that this mh#exddressed through the new
legislation and through guidance issued by thevaht competent authorities.

Measures taken t
implement the
Recommendation
of the Report

oGuidelines for the implementation of the Law on theevention of money

laundering and terrorist financing activities farstomers under the jurisdiction
the Insurance Supervision Agency of FBiH and R$ifaisce Agency, Adopted b
the Board of Insurance Agency of BiH at the seshigid on 31 May, 2010.

IV - Implementation of measures to prevent money kandering and financing
terrorist activities in the branches/subsidiaries 6customers

(2) For this purpose, especially must take caré tthe law has stipulated that t
customers are obliged to implement enhanced measuidentify and monitor th
activities of branches/subsidiaries abroad, pdeituin countries that do not app
internationally accepted standards for the prewentif money laundering an
terrorist financing activities, or do it inadequgtef the laws and regulations of
foreign countries allow so, as envisaged by FATEdRemendation No 22.
(3) In the case that the standards for detectidy@eventing money launderir
and terrorist financing activities that were imptrted in the operation of
branches/subsidiaries abroad, are in explicit emlittion with the legislation of
third state where the branch/ subsidiary has itdfearters, the customer must
notify FOO and implement appropriate measures toligtb the risk of money
laundering or financing terrorist activities, suah
1. establishment of additional internal procedutes prevent or reduce th
possibility of misuse of money laundering or teisbfinancing activities;
2. implementing of additional internal controls owperations of the customer |
all the key areas that are most at risk of moneydaring and terrorist financin
activities;
3. establishment of internal mechanisms for assesskof risk of certain clients,
business relationships and transactions, in acnoedaith the Guidelines;
4. implementing the strict policy of client classiftion according to their risk arj
consistent enforcement of measures accepted umdgrdlicy;

ne
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5. additional training of employees.

words: “in as much as allowed by the laws and lyslaf foreign countries”.

After paragraph (1), add new paragraph (2) that sted:

» (2) If the regulations of the country does ndpsfate execution of measures
detect and prevent money laundering and financingroorist activities in the sam

inform the FIA without any delay and undertake nueas for removing risks o
money laundering or financing of terrorist actie#i

implemented in the near future.

New low. In Article 8, paragraph (1), after the wq@abroad“, add comma and

scope as stipulated by this Law, a person undégaitiin shall be obligated to s

The necessary changes for the banking and theitseswsectors to fully meet th
obligations under Recommendation 22 are under deretion and should b

to

—+0
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(Other) change
since the las
evaluation

l laundering and terrorist financing activities farstomers under the jurisdiction
the Board of Insurance Agency of BiH at the seshigid on 31 May, 2010.

terrorist activities in the branches/subsidiariethe customer

regulations or other measures.

CHANGES INSURANCE SECTOR-GUIDELINES

IV — ENFORCEMENT OF MEASURES TO PREVENT MONEY LAUNERING
AND FINANCING TERRORIST ACTIVITIES AT THE
BRANCHES/SUBSIDIARIES OF THE CUSTOMER

branches/subsidiaries abroad.

and monitoring of activities of branches/subsidiariabroad, particularly i
countries that do not apply internationally accdptandards for the prevention
money laundering and financing terrorist activities do it inadequately, if it i

Recommendation No 22.

financing terrorist activities that are implementeéd the operation o
branches/subsidiaries abroad, in explicit conttamticwith the legislation of a thir
state where the branches/subsidiary has its hegdogiathe customer must noti

laundering or financing terrorist activity, such as

possibility of misuse of money laundering or teisbfinancing activities;

2. implementing of additional internal controlseooperations of the customer
all the key areas that are most at risk of monegdaring and financing terrori
activities;

business relationships and transactions, in acnoedaith the Guidelines;

5 Guidelines for the implementation of the Law on theevention of money
the Insurance Supervision Agency of FBiH and R$idaisce Agency, Adopted hy
IV - Implementation of measures to prevent monewmdkering and the financing of
(4) A person should inform the Agency when the brdsubsidiary of foreign

customer is unable to implement appropriate meadorprevent money laundering
and terrorist financing, because it is prohibiteg lbcal law (host country),

The customer is required to establish a unifiedcgahanagement system to detec
and prevent money laundering and financing terroastivities, both in its
headquarters and in its branches/subsidiaries ire thountry and

For this purpose, special care must be taken witbgard that the Law stipulated
that the customers are obliged to implement enlthnoeasures of identification

allowed by the laws and regulations of foreign ddes, as envisaged by FATF

In the case that the standards for detecting aadepting money laundering and

the FID and implement appropriate measures to stbolhe risk of money

1. establishment of additional internal procedutes prevent or reduce the

3. establishment of internal mechanisms for assess of risk of certain clients,

in
5t
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4. implementing the strict policy of client classition according to their risk an
consistent enforcement of measures accepted umatgudlicy;

5. additional training of employees.

The customer should inform the Agency when the dhfubsidiary of foreigr

customer is unable to implement appropriate meadorprevent money launderir

and terrorist financing, because it is prohibitgdidical law (of the host country]
regulations or other measures.

Administration of customers must:

- ensure that all branches/subsidiaries are familith the policy of detecting an
preventing money laundering and terrorist financiagpecially those that a
based abroad and their employees;

- through branches/subsidiaries, ensure thatriatggrocedures of detecting a
preventing money laundering and the financing ofotést activities that are
adopted under the Act, Regulations and Guideliaes,as much as possil
incorporated into their business processes;

- carry out continuous monitoring of the effectiess and enforcement to det
and prevent money laundering and financing terrodstivities in the
branches/subsidiaries, especially those that aréduartered abroad.

Branches/subsidiaries of customers, who are baseda@, they must at least on
annually notify the parent customer on adopted omeasin detecting an
preventing money laundering and financing terraaidivities, particularly in term
of enhanced identification and monitoring of thierdd, conducting the evaluatig
process of risk analysis, recognition and reportofgsuspicious transaction
security and storage of data and documentatiomikge&ecords on clients, busing
relations and transactions.

Recommendation 23 (Regulation, supervision and mawiring)

Rating: Partially compliant

Legislation should be amended to introduce:

a) a prohibition for criminals and their associaté®m holding a significant o
controlling share in securities market intermedéswiin FBiH and in BD;

Recommendation
of the
MONEYVAL
Report

Measures taken t
implement the
Recommendation

of the Report

o0On 14.12.2010 in the parliamentary procedure isggaga new Law on Securities

Law provides the following.
Article 141
(Consent to entry in the register of businessescandent to the appointment of
directors)
(1) To be entered in the register of businessedegsional mediator shall submit
the following agreement:
(a) for entry in the register of business entities;
(b) on the appointment of directors.
(2) Approval under paragraph (1) of this Articlelibe issued by the Commissiol
(3) A professional mediator along with a requedihitain approval under paragra
(1) item a) of this Article shall submit the follavg:
a) proof of payment of capital;
b) Statute of professional intermediaries.
(4) A professional mediator along with the requesthitam approval under
paragraph (1) item b) of this Article shall subrtié following:

Market and it is expected that in the first halR6fL1 this law will be adopted. This

o
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a) proof that it has the appropriate qualificatioasd relevant experience in
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performing his duties in accordance with a bylaviha® Commission;
b) evidence that he was not indicted for crimesiagia
1) economic, business and safety of payment;
2) property;
3) justice;
4) the official or other responsibility;
5) criminal offenses under this law;
c) evidence that was not sentenced for the crimfesred to in paragraph b) of
this paragraph;
d) that against him there are no security measpresibiting the performance o
activities related to conducting business with sigieis, which is wholly or
partially included in the business.
(5) The Commission may refuse an application faragal, despite fulfilling the
requirements of paragraph (3) of this article inadance with Article 140
paragraph (5) and (6) of this Law.
(6) Paragraph (1) and (2) of this Article shall lgtp the head of the organization
part of the bank from the article 118 paragraptitéh b) and paragraph (2) c) of
this Law.
(7) The Commission shall issue a decision to reaatesent to the appointment of
directors in the case:
a) that the person who has been given approvain@b days does not come to
the managerial position;
b) of termination of the director's duty;
¢) withdrawal of consent in accordance with Arti2l& (2) of paragraph a) of th
Law.
(8) The decision to revoke the agreement spedifieperiod within which it can
not seek re-issuance of approvals, which may néedsethan one year nor more
than three years from the date of issuance

[
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is

cl?fecommendat[[(r)]r; b) a requirgment_ for a clean criminal record of thmeanagers of marke
MONEYVAL intermediaries in BD; and
Report
Measures taken tpOn 14.12.2010 in the parliamentary procedure isgzhsa new Law on Securities
implement thg Market BD and it is expected that in the first haflR011 this law will be
Recommendation | adopted. This Law provides the following.
of the Report Article 141

(Consent to entry in the register of businessescandent to thappointment of

directors)

(1) To be entered in the register of businesse$egsional mediator shall submit
the following agreement:

(a) for entry in the register of business entities;

(b) on the appointment of directors.
(2) Approval under paragraph (1) of this Articlellbe issued by the Commissiol
(3) A professional mediator along with a requesthtain approval under paragra
(1) item a) of this Article shall submit the follavg:

a) proof of payment of capital;

b) Statute of professional intermediaries.
(4) A professional mediator along with the requesthitam approval under
paragraph (1) item b) of this Article shall subnfie following:

.
bh

a) proof that it has the appropriate qualificatioand relevant experience in
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performing his duties in accordance with a bylavthaef Commission;
b) evidence that he was not indicted for crimesiagia
1) economic, business and safety of payment;
2) property;
3) justice;
4) the official or other responsibility;
5) criminal offenses under this law;
c) evidence that was not sentenced for the crimfesred to in paragraph b) of
this paragraph;
d) that against him there are no security measpresibiting the performance o
activities related to conducting business with sigieis, which is wholly or
partially included in the business.
(5) The Commission may refuse an application faragal, despite fulfilling the
requirements of paragraph (3) of this article inadance with Article 140
paragraph (5) and (6) of this Law.
(6) Paragraph (1) and (2) of this Article shall lgtp the head of the organization
part of the bank from the article 118 paragraptitéh b) and paragraph (2) c) of
this Law.
(7) The Commission shall issue a decision to reaatesent to the appointment of
directors in the case:
a) that the person who has been given approvain@b days does not come to
the managerial position;
b) of termination of the director's duty;

[

¢) withdrawal of consent in accordance with Artigle2 (2) of paragraph a) of this
Law.
(8) The decision to revoke the agreement spedifiesperiod within which it can
not seek re-issuance of approvals, which may ndes&e than one year nor mare
than three years from the date of issuance
Recommendation | ¢) requirements for professional qualifications amspertise of directors and
of the senior management of investment funds in FBiH Snd&d in BD.
MONEYVAL
Report
Measures taken tpOn 14.12.2010 in the parliamentary procedure isgzhsa new Law on Securities
implement the Market and it is expected that in the first halR6fL1 this law will be adopted. This
Recommendation | Law provides the following.
of the Report Please use the answer from previous questions
Recommendation | Licensing/registration procedures should be devetbfor the persons involved jn
of the | money transfer and exchange services, as well asth® persons exercising
MONEYVAL professional activities of sale and purchase ofinsta safekeeping, investing,
Report administering, managing or advising in the managamef property of third
persons; issuing, managing and performing operatiaith debit and credit cards
and other means of payment; issuing financial gotgas and other warranties and

commitments, and lending, crediting, offering anoklring in negotiation of loang.

Measures taken t
implement the
Recommendation
of the Report

0By adopting the new Law on Foreign Exchange, isoneed and this lack of
supervision of the exchange.

Recommendation
of the
MONEYVAL

of persons involved in money transfer and exchaatjeities.

Steps need to be taken to harmonise the efficighmonitoring activities in respec¢

—~
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Report

Measures taken t
implement the
Recommendation
of the Report

DA new agency, Agency for Supervision of the Posfic®f Operation (which
includes payment transfers), has now been establishThe new agency wi
eventually be recognized under the AML Law as tiygesvisory authority for AML
purposes for the Post Office. Arrangements wilkcbasidered for the cooperatic
of the new Agency and the Agencies for Banks taienfarmonisation and lev
playing field in the supervision of the paymentstee

N

&l

C

Recommendation | Efficient, sufficiently frequent, risk-based supgion of financial institutions needs
of the | to be developed and implemented.

MONEYVAL

Report

Measures taken tbThe RBA in supervision that is already applied by Banking Agencies has
implement the remained and is reviewed as the need arises. @watibn is being given for the
Recommendation | other supervisory agencies for the insurance aadséturities sectors to apply

of the Report

supervisory RBA. The Insurance Agency of the Bikll Wwe monitoring and
providing guidance to the insurance supervisorynags at entity level in th
application of a risk based supervisory approach.

D

Uy

(Other)  change
since the Ilas
evaluation

Reco

mmendation 24 (DNFBP - Regulation, supervisicend monitoring)

Rating: Non compl

iant

Recommendation
of the
MONEYVAL
Report

Legislation should be introduced to:

a) define the basis for entity level Ministries Bihance and for the Ta
Administration of BD to supervise implementationAML/CFT requirement
by casinos;

Measures taken t
implement the
Recommendation
of the Report

0A Law draft on Gambling in the Brcko District of Biis completed and in the
course of 2011 it should pass the parliamentarggatore for adoption. This Law
states the following:

Article 2

(Definitions)

The terms used in this Law shall have the followimganings:

a. Games of chancare games in which the participant or player has
possibility of acquiring income in cash, propertyrights, where the
ultimate outcome of a game does not depend on laumgel or skills of the
participants in the game, but on a case or an tainevent;
organizers of games of chancés a entity's subsidiary of Lottery, legal
entity, independent entrepreneur, sports assoogtiad federations, whic

other games;

Gains Fundis a share of the total mass of the funds pa&hth individual
round of games of chance, or the emission vallieti@ry tickets that are
paid in a game of chance, in accordance with tive &ad game rules;
prize fund is part of the total number of promotional produahd services
that are expressed in monetary terms, accordingpitiet value for any
price of products and services to be promoted;

in accordance with the law have the right to orgamjames of chance ang

h

organizing feeis a fixed amount of money paid by preparers t@!®8i
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Treasury Account of the Brcko District (hereinafteferred to as STA) in
accordance with the provisions of this Law;

f.  District's public revenue is tax and nontax revenue, revenue from own
sources, grants and other revenues that are aallectd deposited in the
STA and paid off from it;

g. taxes on gains from the lottery and other games an amount payable b
withholding by an individual who earns income freime classic games of
chance, prize competitions and lotteries;

h. tax from organizing the games of chancie anamount of money paid by
preparers to the tax base prescribed by this Law;

i. suspicious transactioris each transaction for which the taxpayer or the
competent authority determines that in connectiith ivor with a person
conducting the transaction, there are reasonssimestion the offence of
money laundering or that the transaction involwewl§ derived from illegal
activities;

j- beneficial owneris a natural person:

<<

1) that owns an organizer or which controls thelggrson by direct or
indirect ownership,
2) having control over 25% plus one share or hasrcbover a sufficient
number of votes in that legal entity,
3) who otherwise controls the management of legedqns;
k. subsidiaryisa legal entity that is interconnected with othgaleentity by
management, capital or otherwise which allows ttemork together to
shape the business policy of which one legal pelnssndirectly or
indirectly more than 50% of shares or has a diseatdirect majority
membership rights in other legal entity;
|. player registration is downloading and storing the data about plaer,
player identification with editors, the issuanceaafidentification number
of players and player's opening accounts at thanzgr.
Article 4
(Subsidiary application)
In the process of supervision, control and coltectf fees and taxes is subsidiary
applied the Law on Tax Administration of Brcko Dist of Bosnia and
Herzegovina.
Article 6
(Right of organizing the games)
(1) Organising the games of chance and other gémasghout the territory of
District may be exercised by organiser, if he giseered for the activity of
organizing the games in the Municipal Court of Rr&kistrict of Bosnia and
Herzegovina (hereinafter: the Municipal Court) @tk has a permit issued by th
Directorate, if the Law does not provide otherwise.

(Comment: in the composition of Directorate is Tax Admingtton)
Article 15
(Prevention of Money Laundering)
Organizers of games of chance are required in tpairations to comply with the
regulations governing money laundering, particylarlcases of complete analysis
of the participants in games of chance and deténgiof their identity, determining
the actual owners, suspicious transactions andst@ynkeeping data about the
players.
Article 28

1]
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(Issuance of approval for registration)

(1) Approval for registration shall be issued upequest, which is submitted by
organiser to Directorate.

(2) Along with the application referred to in paragh (1) of this Article organiser
shall submit the following:

a. founding act of the legal person;

b. casino rules in accordance with Article 37 of 1his;

c. proof of capital, deposit of security reserve fuadd a statement about the
origin of the funds of initial capital;

d. rules for each type of game that is held, the dad for participation in
the game, stake in the game, price, review andfgion of jettons and
the ultimate deadline on payment for participatiothe game;

e. proof that against the founders and owners of rasjiide and competent
persons in the legal entity there is no criminabgeeding and that he is not
convicted of criminal offenses under the Criminatl€ of Brcko District of
Bosnia and Herzegovina, except for crimes of negtig in the field of
transportation.Foreign citizen submits a certificate of the stateose
citizen he is and in which resides or stays attléae years before filing
this application;

f. statement of organiser that he had not been revakgdoval in the country
or abroad;

g. list of shareholders, or shares in a legal perswith full names and
address of individuals or headquarters of legaiteeg with total nominal
amount of shares, or shares, the percentage ofsharthe basic capital of
such legal persons, as well as information on prefeshares, rights and
privileges of their bearers;

h. an excerpt from a court or other appropriate pubkgister if it is domestig
or foreign legal person as a founder or a certifmmpy of identification
paper from which is visible the information inclodiname and surname,
address and date and place of birth and etc. inctee of a natural person
as a founder .

(3) The Directorate shall issue an approval ofstegfion to legal entity referred to
in Article 25(2) of this Law if it along with the request submits ttecumentation
referred to in paragraph (2) of this Article.

(4) Evidence of meeting the requirements of pamyf2) point e), ), g)) of this
Article shall not be older than 30 days from theedzf submitting the application.
(5) The decision on approval of registration isfim administrative procedure and
against it there may be opened an administratisieutie before the Municipal
Court.

(6) The decision on approval of registration shalissued within 30 days from the
submitting the application.

(7) Legal persons who have been already registarde court registry and intend
to expand their business to the activity of gambhind betting are required in
addition to the documentation referred to in paaphr(2) of this Article to submit a
certificate of registration of legal entities.

Article 29

(Licensing)

(1) Approval for organising the games of chancth@ncasino of this Law shall be
issued upon request of the organiser, submitt&irectorate.

(2) Along with the application referred to in paragh (1) of this Article, the legal
person is required to submit the following:
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a. decision on registration;

b. business plan of the legal entity for the nextehyears, which contains d
on revenues, expenses, profits, number of emplogeegpensation and th
type and scope of games;

c. proof of ownership or co-ownership or right to tise office space in whic
the games of chance are to be organized and toé gfrthe size of office
space;

d. management services contract and other contraattsnidy have an impact
on business of organiser;

e. information about individuals who lead or will beshding the jobs with
the evidence of their professional education anditing for performing
business in casino;

f. proof of meeting the minimum and technical requieats established by
decision of the competent authority;

g. employee's proof of employment from Article 38 ¢f}his Law temporary
employed and proof that he speaks at least twaigiofanguages;

h. legal person's Rules of Procedure;

i. information on the beneficial owner of legal person

j-  proof of status and conditions of all current lgansrtgages, powers of
attorney, guarantees or any other indebtednessdladeral;

k. proof of payment of fees for the issuance of Aetigb of this law,

I. evidence that there are no outstanding tax ligslith accordance with the
records of public revenues of the District, for ttmmestic legal entity or
natural person as a founder and persons authdnzegresentation or
proof that there are no outstanding tax liabilifreaccordance with the
records of the competent authority of the countingke there is a
headquarter of a foreign legal entity as a founder.

(3) Documentation under paragraph (2) of this Aetis a proof of fulfilling the
prescribed conditions.

(4) Directorate is prior to authorization requitedbtain approval of the Police of
Brcko District of Bosnia and Herzegovina (hereiaafDistrict Police).

(5) The District Police issues the approval in geaph (3) of this Article based on
information provided by the Directorate and whiclaires itself when it is
necessary, while appreciating if the collected datarevious activity, criminal
dossier and the reputation of the editor or persdmsare directly or indirectly
associated with games of chance are of such nduatreould pose a threat or
danger to the public interest and public order paakce.

(6) The Director of the Directorate shall decidetiom request of the legal person
within 60 days from the date of application andmsiiting the documentation
referred to in paragraph (2) of this Article and #hrticle 34 of this law.

(7) The decision granting the right of organisirmgrgs of chance in casino shall K
issued for a period of ten years.

(8) Upon the expiry of the deadline referred tp@magraph (7) of this Article, the
approval may be extended at the request of organise

(9) An application for renewal shall be submitteédraonths prior to the expiration
of date on which the approval is issued, enclodmguments referred to in
paragraph (2) of this Article.

(20) If the organiser does not submit a requeataordance with paragraph (9) of
this Article, he will be conisdered as new organibecause the continuity of
organizing the games in the casino is interruptettee is obliged to pay

ta

compensation as if he organises games in Casirthddirst time.
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(11) The decision granting approval on games ofichan casinos also gives
consent to the rules of some games that are omghiniza casino.
(12) Legal person shall commence work within 15sdflagm the date of obtaining
approval under paragraph (1) of this Article.
(13) Procedure, criteria, terms and assessingdifexcted data relevant to the
approval in paragraph (4) and (5) shall be detegthloy Ordinance adopted by
Chief of District Police.
Article 33
(Revocation of approval)
(1) The Director of the Directorate shall issue a demisterminating the approval
for games in casino under Article 2B) ofthis Law if it finds that:
a. approval was issued on the basis of false inforomati
b. organiser did not start within a deadline underAhtgcle 29 Paragraph (10
of this Law;
c. the organiser quits contrary to the provisionshaf Law;
d. organiser does not meet the prescribed technieeppnel, information
and other conditions;
e. organiser violates the rules of games of chance;
organiser does not pay outstanding liabilitiesiagi$rom public revenues
or does not pay profits to players;
g. the organiser has changed ownership and managsingcture of the
company without authorization;
h. organiser does not permit or otherwise preventrbnitoring prescribed by
this law or complicates conduct of surveillance;
i. organiser incorrectly displays the turnover or parfs double bookkeeping
j. organiser borrows money to players;
k. organiser fails to comply with the Law on Prevental Money Laundering
of Bosnia and Herzegovina,
I.  with organisers have been occurred the facts wh@hot permit approval
to be issued.
(2) By submitting decision referred to in paragrgphof this Article legal person
loses all rights set forth in decision on grantirgmission for the games of chanc
in casinos, including the loss of the right to refiof previously paid fees from
Article 65 ofthis Law.
Article 79
(Authority for supervision)
(1) Supervision over the implementation of laws esgllations adopted pursuant
to this Law shall be performed by Tax Administratio
(2) The inspection supervision jobs in the framdwafrsupervision in paragraph
(1) of this Article are done by authorized offigalf the Tax Administration
(hereinafter: authorized officials).
(3) The authorized official under paragraph (2)hi$ Article shall be entitled while
performing supervision reviews the following:
a) premises and all operations related to gamebayfce and other games;
b) equipment and supplies for games of chance amdgement games, equipment
for audio-video supervision of gaming and supplies;
¢) books, reports, records and other documentatarttiat enable establishing the
legal and actual situation.
(4) The authorized officer shall in addition to uéay inspections carry out
inspections when he receives an order from the é&g&irector and when there is

—h

reasonable suspicion of any violation of laws agutations based on this Law.
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(5) An authorized officer is forbidden to take pargames of chance in the casin
at slot machines and betting.

(6) Supervision of the implementation of Article 3 of this Law shall be
performed by authorized person of District Police.

Recommendation
of the
MONEYVAL
Report

b) prohibit individuals with criminal backgrounddim acquiring or becoming th
beneficial owner of a significant or controllingtarest, holding manageme
functions in or being/becoming an operator of ailmasand

Measures taken t
implement the
Recommendation
of the Report

0A Law draft on Gambling in the Brcko District of Biis completed and in the
course of 2011 it should pass the parliamentarggatore for adoption. This Law
states the following:

Please use the answer from previous questions.

Recommendation
of the
MONEYVAL
Report

c) define the powers of the Chambers of LawybesChambers of Notaries, af
the Associations of Accountants and Auditors aityerével to supervisg
implementation of the obligations set forth in thew AML Law; establisl
systems and mechanisms for them to ensure comgpliahdhe respectiv
obligors with the national AML/CFT requirements.

(9]

nt

nd

D = (P

Measures taken t
implement the
Recommendation
of the Report

0The FID developed the guidelines (Instruction) fibre non-banking sectq
addressing its obligations related to preventioonohey laundering and terroris
financing

=

m

Recommendation
of the
MONEYVAL
Report

An authority should be designated to monitor arsliesm compliance of real estatg
agencies and traders in precious metals and stuoiitbsthe national AML/CFT
requirements.

Measures taken t
implement the
Recommendation
of the Report

Article 68

(General Provisions)
The supervision over person under obligation imtreh to the implementation ¢
this Law and other laws which regulate obligati@ismplementing measures f
prevention of money laundering and financing ofdest activities, is implemente
by special agencies and bodies in accordance withigions of this and speci
Laws which regulated the work of certain persondenrobligation and compete
agencies and bodies.
2. Supervision over implementation of provisionghe$ Law with the person unds
obligation, whose work are not supervised by thecib agencies and bodies, 3
implemented by the FID.
3. The FID and the supervising bodies shall coateerin supervising o

implementation of the provisions of this Law, withtheir individual competencies,

eI
Are

f

(Other) change
since the las
evaluation

Uy

Recommendation 25 (Guidelines and Feedback)

Rating: Partially compliant

Recommendation
of the
MONEYVAL

FID and all other competent authorities need toradtice measures aimed
ensuring that obligors DNFBPs have a proper underding of their obligations
under the AML/CFT framework.

]

Report
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Measures taken t
implement the
Recommendation
of the Report

oGuidelines for the implementation of the Law on theevention of money
laundering and terrorist financing activities farstomers under the jurisdiction
the Insurance Supervision Agency of FBiH and R$idaisce Agency, Adopted b
the Board of Insurance Agency of BiH at the seskigid on 31 May, 2010.
The FID developed the guidelines (Instruction) fibre non-banking sectq
addressing its obligations related to preventioonohey laundering and terroris
financing (We will provide the Instruction in Engfi as soon as it is translate
This Instruction will contribute to awareness rggiof the non-banking sector.

Recommendation
of the

alia, statistics on the number of STR-s, informmatim current ML techniques arj

FID should provide general and specific feedbaclMFBPs incorporating, inter

MONEYVAL trends, as well as information on the decisions eexlilts of the analysis of STR-
Report carried out by the FID.
Measures taken tpThe FID sends regularly the feedback to the firanicistitutions while through
implement theg trainings for the obligors the FID presents new eylaundering typologies. The
Recommendation | feedback information related to any individual céssent successively and as th
of the Report case develops.
Recommendation | Whilst the provision of comprehensive and exhamstists of indicators fol
of the | identifying suspicious transactions and personsc@nmendable, supervisofy
MONEYVAL authorities should ensure that such indicators avet interpreted as being
Report conclusive such that the examination of transastignonly guided accordingly
without any flexibility.
Measures taken tpGuidelines for the implementation of the Law on theevention of money
implement the laundering and terrorist financing activities farstomers under the jurisdiction pf
Recommendation | the Insurance Supervision Agency of FBiH and R$iiaisce Agency, Adopted by

of the Report

the Board of Insurance Agency of BiH at the seshigid on 31 May, 2010.
Ordinance on the activities of preventing of monayndering, Merkur BH
osiguranje dd, 29 December 2009

[l Guidelines for indicators of suspicious transadions - life insurance

Article 11
The Company, through mediators, and preferablyctdirgequest an explanatid
from the client for any perceived significant charig behavior. In the case if
customer can not provide an explanation, such hehavould be considere
suspicious.

Indicators of suspicious transactions identifiedtig Ordinance in accordance w
applicable laws are:

1. The client performs transaction that results instjoeable contributions t
increase investment;

2. Client cancels investment or insurance shortlyrgftechase;

3. Duration of life insurance contracts is shortenthi@ee years;

4. Transaction involves use and payment of performarmeds, leading tq
cross-border payments;

5. Insured accepts unfavorable conditions, which atdinked with health o
client age;

6. It is suspected that the insurance policy is caeduin false names and
the names of other persons or the registered alidrémsse;

7. Cancellation of insurance policy soon after the cbasion of insurance

a

th

in

contracts, especially when it comes to the poligy & premium above th

83



amount prescribed in Article 7 of Law on PreventidMoney Laundering;
Insured requires that compensation from the insraand money claime
on the basis of compensation in case of cancallatignsurance policies, ¢
the amount of subscribed premiums is being paidatthird party or
transferred to the account of a natural or legadqes in the territory of th
state in which strict standards are not appliethanfield of prevention o
money laundering or in which strict rules of coefitiality and secrecy q
bank and business data are not applied;

pay high insurance premiums or cancel the poliiea very short periog
from the date of conclusion of insurance contracts;

Corporate is buying life insurance for employeesd @¢he number o
employees is less than the number of policies @seth, policies are issug
to persons who are not employees of the legal perso

Insurance contract is concluded by person who Haeadareputation and

famous for his illegal activities in the past or arsurance contract i
concluded by a person that can be correlated to geison;

Insured party insists on secret transactions,that,the amount of insuran
premiums and insured sum are not reported to thegpetent authorities i
spite of the fact that this is legal obligatiortieé Company;

The client request or tries to achieve by brib&iat the Company, contra

to law, represents his interests;
Client cancels investment or insurance immediaéilyr purchase;

10.

11.

12.

13.

Legal persons who are owners of insurance polmiesehalf of employees

= QO

f
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e
h
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(Other)  change
since the Ilas
evaluation

Recommendation 26 (The FIU)

Rating: Partially compliant

e

Recommendation | FID should develop its database capability as vasliits analytical tools and mak
of the | far greater use of electronic means of monitoring analysis.

MONEYVAL

Report

Measures taken toThe FID has developed the ,Instruction for compietiof forms and electroni
implement the entering of data by the obligors* that enabled tizga not to be entered a
Recommendation | processed ,manually“ but directly in an electroftion. Moreover, the analysts ar

of the Report

Thei2 systenis now being filled with the data and it is exmtto produce resulf
very soon. Material - technical equipping of tH® Fcomputers, laptops, office
etc.) is at a high level and in line with the highstandards (The Instruction
English will be provided as soon as it is tranglate

investigators were delivered training in ,i2 systbsn ICITAP and local experts.

c
nd
nd

S
5,

in

Recommendation

Article 51.5 of the new AML Law needs to be amenoedlow FID to disseminat

1%}

I

S5 5

of the | information on its own initiative to domestic autities for investigation or actior

:\?/'ONEtYVAL when there are grounds to suspect money launderidgpr terrorist financing.
epor

Measures taken tpAs instructed by the Minster of Security, in Jur@®l @, the group of experts

implement the money laundering and terrorism financing developedaft new Law on preventig

Recommendation | of money laundering and financing of terrorist itigs, which has been forwardg

ad
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of the Report

to the B&H authorities for adoptidine new Law provides for establishment g
new Financial Intelligence Agency (FIA) within thinistry of Security which will
be able to forward independently information toioval authorities and condu
investigations when there is a grounded suspicuamoney laundering and/
terrorism financing (the draft new law in Englishenclosed).

Staffing of the Investigation Department at FID rist in proportion to the
commonly understood expectations of other law eefoent agencies regardir]
FID's role in initiating ML investigations in BiHFID should make it a priority tg
attract suitably qualified staff to fill the curremacancies.

Recommendation
of the
MONEYVAL
Report

Measures taken t
implement the
Recommendation

of the Report

0The FID’s Investigation Section is 66% staffed &mthis phase it satisfies all nee
of the Section considering the scope and issudseafiork. The competition to fi
in the positions of investigators has been contipu@en but taking into accout
that the new draft law does not provide for emptogat of police officials, there i
no interest of skilled investigators for these tioss at this stage. Moreover, it
planned that the existing police officials will bransferred to the new Departme
for financial investigations within the SIPA whichkill be formed after the lay
enters into force.

Recommendation
of the
MONEYVAL
Report

FID's operation is isolated from the general lawfaoement effort due t
restrictive interpretation of existin laws, and other organisational issug
Financial intelligence at FID is not requested by disseminated to other la
enforcement agencies at the level of the entitiad 8rcko District when
investigating predicate offences or money laundgrifihe evaluators consider th
it is vital that there is full and effective coop@on between all relevant bodies
the entities and Bko District and the FID, in particular, the Workingroup of
Bosnia and Herzegovina Institutions related toPevention of Money Launderin
and Terrorism Financing should make it a priority &chieve full cooperatio
between all relevant bodies.

D
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Measures taken t

DAfter the adoption of the new law and establishmahan independent Financi
Intelligence Agency, the conditions will be creatied overcoming the existin
legal limitations and establishment of a completé afficient cooperation betwes
FIA and relevant bodies within the both Entitiesl @rtko District. The working
Group of B&H Institutions has been engaged in dawelent of the draft new la
and provided a valid proposals for the purposechfevement of a total cooperatiq
between all relevant bodies since the memberseof\tbrking Group were selects
from the 16 institutions at the national, entitgd@rcko District levels dealing wit
money laundering and terrorism financing.

J
N

W
DN
2
h

implement the
Recommendation
of the Report
(Other) change
since the las
evaluation

sThe FID developed the guidelines (Instruction) fibre non-banking sectq
I addressing its obligations related to preventiomohey laundering and terroris
financing (We will provide the Instruction in Engfi as soon as it is translate

This Instruction will contribute to awareness rggiof the non-banking sector.

=

m

Recommendation 29 (Supervisors)

Rating: Partially compliant

Recommendation
of the
MONEYVAL
Report

The supervisory processes of the FID and establisbhanisms for the enforcemg
of its decisions regarding removal of irregulariién the operations of persoi
under obligation should be clearly defined.

et
ns

Measures taken t
implement the

oln the course of establishing the new FI Agencysuess are being taken to set u

pa
of

specialised internal unit which will be responsifide education and supervision
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Recommendation | those entities (DNFBPs and other obligors) thandbfall under the remit of any
of the Report other supervisory authority. It is expected thaiceo the specialised unit s
established internal manuals and procedures willdaeloped for monitoring and
supervising obliged entities falling within the sugisory remit of the FID.
For the implementation of administrative and othanctions the new Fl Agengy
will have the administrative powers to impose sanst and to this effect the
Department for International and Legal Cooperatidthin the new Agency will be
assuming this responsibility. Internal procedunadnuals will be developed
accordingly.
Recommendation | adequate powers should be granted to supervisorthéninsurance market to
of the| monitor and ensure compliance with AML/CFT requieets and to take
MONEYVAL enforcement measures and sanction both the iristisfbusinesses and their
Report directors/senior management for incompliance withLACFT requirements.
Measures taken tpGuidelines for the implementation of the Law on theevention of money
implement the laundering and terrorist financing activities farstomers under the jurisdiction pf
Recommendation | the Insurance Supervision Agency of FBiH and RSinaisce Agency, Adopted hy
of the Report the Board of Insurance Agency of BiH at the seshigid on 31 May, 2010.
X - Legal nature and validity of guidelines
(2) The Agency may, under 68th Law on preventionnafney laundering and
financing terrorist activities, Article 6 and 8 tife Law on insurance companies|in
the private insurance and to Article 12 of Law ordiation in private insurande
verify compliance of internal procedures to detamotl prevent money laundering
and financing terrorist activities with the prowiss of the Act.
(Other) changes
since the last
evaluation
Recommendation 30 (Resources, integrity, and traing)
Rating: Non compliant
Recommendation | An adequate structure, funding, staffing, and tézdnresources should be made
of the | available for supervision of implementation of trional AML/CFT requirements
MONEYVAL by DNFBPs.
Report
Measures taken tpin the course of establishing the new FI Agencysuess are being taken to set up a
implement the specialised internal unit which will be responsifile education and supervision pf
Recommendation | those entities (DNFBPs and other obligors) thandofall under the remit of any
of the Report other supervisory authority. In this regard theeAgy will be seeking to emplgy
specialised and experienced personnel for this jolwill also have to increase its
budget and install technical and other resourceb $ioat the Agency is able fo
fulfill these new obligations effectively and efgéatly.
Recommendation | There is a need to define professional standardslyding confidentiality and
of the integrity requirements), and required expertisdiskiof the staff of bodies
MONEYVAL implementing supervision of DNFBPs.
Report
Measures taken tpEstablishing a new FOA, is intended to establighTtham for training and

implement the
Recommendation
of the Report

supervision. This will be provided adequate traynirfi supervisors to supervise
DNFBPS.

U7J

(Other) change
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since the Ilas

evaluation

Recommendation 31 (National co-operation

Rating: Partially compliant

Recommendation
of the
MONEYVAL
Report

The establishment of the Working Group is a welcpositive initiative. However
the evaluators note that there are mixed views @pidions on the structure an
effectiveness of the work of the Group. Indeecktaduators noted that at times t
Working Group was only mentioned because the matéer raised by them wit
some of the Group’s representatives. There appé¢arbe some elements
‘tension’ in the Group. It is strongly recommendedaddress these matters for t
Working Group to become more efficient and effedtivits work as the evaluato
are of the opinion that the Working Group is an artant component of the who
system.

Measures taken t
implement the
Recommendation
of the Report

o0The Working Group is very significant, and it iseoof the rarest on the state le
that is very active. The result of the Group’s wizlalso the Draft of the new la
of AML/CFT, national strategy on AML/CFT, the aatiqplan and the Book @
Rules. The Working Group is large in compositiom @&ome element of tensig
could naturally arise. The Working Group is a véanportant part of the whol
system. The participation of the Working Grouphat tneetings is more then 80
The Chairman of the Working Group takes, and statitinue to take, extensiy
steps and measures to ensure that any elememnsidh” is removed.

Recommendation
of the
MONEYVAL
Report

The establishment and operation of the working gr@ase an important ste
towards enhancing inter-agency cooperation in Biktldn coordinating betwee
competent authorities domestically with each ottwrcerning the development a

financing. However, the working group is not anawd not be regarded as
replacement for actual case by case inter-agenopertion.

Measures taken t

oThe members of the working group are the reprasigas of the various agenci

implement theg and institutions(19),and also, the others expevtso are not the members of t
Recommendation | Working- group can be invited to the meetings.

of the Report

Recommendation | The focus of the working group should be in setingational strategy fof
of the combating AML/CFT and improving the actual exchaofjimformation between a
MONEYVAL competent authorities horisontally and verticalljus enhancing the syster
Report capabilities in achieving measurable results in lamforcement (ML indictmen

forfeiture etc.).

Measures taken t

oThe Working group has made the National stratemy the state level and th

implement the Action- plan on ML /FT.

Recommendation

of the Report

Recommendation | The coordination role of the Central Bank with tlespective Banking Agencies

of the | also a very important element in the system, paldity to ensure harmonisatio
MONEYVAL not only in prudential supervision but also in neast related to AML/CFT
Report supervision and compliance. Again the evaluatorddeense wide divergent vie

from the Central Bank in looking at banking supsiam being applied at State ley
and the views of the respective Banking Agencies kdlieve otherwise. Th
evaluators recommend that irrespective of the autoof any decision on th

implementation of policies and activities to comivatney laundering and terroris
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relation to AML/CFT issues should continue to bpliga and strengthened to &
more effective.

Measures taken t
implement the
Recommendation
of the Report

oThe Central Bank continued the coordinating roldhwhe relevant Entities Bankin
Agencies in all areas of the banking business, @grd in thee area of mong
laundering and the terrorism financing, in linelwihe Law on Central Bank an
signed Memorandum of Understanding with the Agendiuring this year numbg
of poeple in Central bank involving in coordinatievith banking agencies i
increased.

The Central Bank maintains regular monthly meetigthe top level manageme
(Governor, Vice Governors, Agency Directors and iaenstaff) with the
representatives of the Agencies with whom they talkall elements listed in th
Article 7 of the Memorandum of Understanding, wheve have included th
prevention of money laundry and of the terrorismding. One of the results ¢
such like meetings is also high adjustment of ggulations related to the banki
operations in both entities, as it is the chandekseLaw on Banks, which is now
proceedings in almost identical form.

Uy

(Other)  change
since the las
evaluation

Recommendation 32 (Statistics

Rating: Non compl

iant

Recommendation
of the
MONEYVAL
Report

Comprehensive and detailed statistics on money detimg investigations
prosecutions and convictions or other verdicts néedbe maintained. Sug

and possibly on further characteristics of the msdjve laundering offenc
(whether it was prosecuted autonomously etc.). prbgisions of Article 60 of th
new AML Law, which requires that competent prosmsutoffices and courts
forward statistical data to the FID on a regular $®& (twice a year) on indictmen
and valid court cases related to the offences ofeyodaundering and terrorig
financing, including detailed information on thergens indicted and also on th

procedure should be fully complied with.

Measures taken t
implement the
Recommendation
of the Report

oOn the basis of research mission of UNODC in pastrip with the Joint Researg
Centre on Transnational Crime (TRANSCRIME) the Pangme Guidelines whic
provides a set of recommendations for the improvenoé statistical systems @

This research was financially supported by the gean Commission and publish
under the CARDS Regional Programme 2006.

BiH Prosecutor's Office statistics: from July 2008ere were 4 investigations for
ML (for 13 persons), two indictiments for ML werssued (5 persons) and one
indictiment is issued for Counterfeiting of Monaydafor ML (3 persons), one
indictiment was confirmed for ML (6 persons). Ondgement has brought for ML
for one person (sentence: imprisonment and fine).

In 2010. There were no investigations or indictitsefor ML & FT (only one
judgement was brought- on appeal) .

High Prosecutorial and Judicial Council of B&H,dncordance with the Moneyva
recommendation, has begun to keep a more detaittdamprehensive statistics
(please see the attachment “Table Overview HJPC”).

statistics should provide statistical information the underlying predicate crime

respective criminal acts and the amount of assstgporarily seized in the criminal

crime and criminal justice as well as on migratiasylum and visa is developed.
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Recommendation

Authorities at all levels should establish unif@dtems for keeping statistics on

the
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of the
MONEYVAL

Report

amounts of property seized and confiscated, anigjoiei® competent bodies for th
purpose, in line what was recommended by the riinghd report. In this respec
the evaluation team considers it more practicahdolress this question on a Bosr
and Herzegovina wide basis and not separately &oheentity and Bfko District.

Measures taken t

implement the systems on crime and criminal justice as well asnaration, asylum and visa wi
Recommendation | contribute to the eventual unification of systemskeeping statistics.

of the Report

Recommendation | Ljttle or no use is made of statistical data to gwint areas of risk or highligh
of the | where resources are required. It was the viewhefdvaluators that the statisti
MONEYVAL that were provided had been prepared largely topsupthe evaluation visit. It is
Report recommended that comprehensive statistics on péas of money laundering ar

terrorist financing should be maintained and reglylaanalysed in order to asse
the effectiveness of the system and make improtembkare necessary.

Measures taken t

oOnce the system for collection of statistics asingdef above is expanded al
applied at all levels (state and entities) the Atitles will have access to mo
meaningful and reliable complete data that couldbbtter managed and put
different uses including to highlight areas of réstd requirement of resources.

implement the
Recommendation
of the Report
Recommendation
of the
MONEYVAL
Report

The BiH authorities should keep annual accurate dethiled statistics on all ML4
and extradition requests (including requests relgtito freezing, seizing ar
confiscation) that are made or received, relatingML, the predicate offences a
FT, including the nature of the request, whethewdis granted or refused and t
time required to respond.

Measures taken t

pAs indicated in the replies to the above recommioiis the development of th

implement theg new statistical system will eventually help the Baidthorities to have better ali
Recommendation | more reliable and accurate data that can be batteaged and maintained.

of the Report

(Other)  changes

since the last

evaluation

Recommendation 33 (Legal persons-beneficial owners)

Rating: Partially compliant

Recommendation
of the
MONEYVAL
Report

It is only in the new AML Law that the BiH legaduifniework attempts to provide
definition of beneficial ownership. However th&y@o express requirement for t
registration courts, while registering a businestity, to identify and keep data d
the beneficial ownership and control of legal p&rsoThus, it is recommended th
such provisions should be in place in order to eadlirect access to updated a
accurate data which reflects the real situation,easured by Article 15 of the ng
AML Law.

Measures taken t
implement the
Recommendation
of the Report

oln Article 15 after paragraph (2) add new paragr@hhat shall read:
“(3) A person under obligation must collect dataattfinal real owners referred {
in paragraph (1) of this Article. A person undeligdition shall verify collected dat
in a manner that enables him/her to know the oviigrstructure and client contr
at the level which, depending on risk assessmemtregponds to criteria g
satisfactory knowledge of real owners.”

Recommendation
of the

It is recommended that the updating of the MainlBaofoRegistration at the Court

is done in a timely manner for all legal personeliding shareholding companie

89
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MONEYVAL with effective, proportionate and dissuasive samtifor late filing.

Report

Measures taken tpArea of registration of business entities reguldigdaws at the entity level. Given

implement the the register are competent cantonal courts in duefation BiH (10 courts) and the

Recommendation | Commercial Courts in the RS (5 courts and Higheremic Court). In accordancge

of the Report with this, BiH delegation has sent a formal letteall the courts of the intention {o
give the necessary explanations on the recommemdatind issues Moneyval
Committee.

Recommendation | It is recommended that the obliged entities appticks 10 and 15 of the new AML

of the| Law better and verifies information through otheubfic registers such as the

MONEYVAL Register of Securities.

Report

Measures taken tpArea of registration of business entities reguldigdaws at the entity level. Given

implement the the register are competent cantonal courts in guefation BiH (10 courts) and the

Recommendation | Commercial Courts in the RS (5 courts and HigherBmic Court). In accordancge

of the Report with this, BiH delegation has sent a formal letteall the courts of the intention {o
give the necessary explanations on the recommemdatind issues Moneyval
Committee.

Recommendation | There are concerns regarding the viability of thter-linked electronic database pf

of the | the Main Book of Register as the data started taideaded only in January 2008

MONEYVAL and there are still legislative initiatives concerg the electronic signature,

Report business, etc. Thus it is recommended that allgsacg measures be undertakern i
order for the inter-linked (single) electronic regiy to become fully operational.

Measures taken tpArea of registration of business entities reguldigdaws at the entity level. Given

implement the the register are competent cantonal courts in guefation BiH (10 courts) and the

Recommendation | Commercial Courts in the RS (5 courts and HigherBmic Court). In accordancge

of the Report with this, BiH delegation has sent a formal letteall the courts of the intention to
give the necessary explanations on the recommemdatind issues Moneyval
Committee.

Recommendation | It remains unclear whether foreign legal persontthlfow bearer shareholding can

of the | be shareholders in another legal person registéneBosnia and Herzegovina. It |s

MONEYVAL recommended that the authorities consider clardythis issue in the relevant

Report company registration procedures.

Measures taken tpArea of registration of business entities reguldigdaws at the entity level. Given

implement the the register are competent cantonal courts in gduefation BiH (10 courts) and the

Recommendation | Commercial Courts in the RS (5 courts and HigherBmic Court). In accordancge

of the Report with this, BiH delegation has sent a formal letteall the courts of the intention to
give the necessary explanations on the recommemdatind issues Moneyval
Committee.

(Other)  changes

since the last

evaluation

Recommendation 35 and Special Recommendation | (Ingmenting UN instruments)

Rating: Partially compliant (R.35 and SR I)

Recommendation | The same comments as are made on R.. 31 in relaigmplementation of the

of the | respective Conventions (especially the TerroristalRicing Convention) and the UN

MONEYVAL Security Council Resolutions apply here.

Report
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Measures taken t

implement thg Code of FBiH, Article 280 of the Criminal Code ofSRand Article 265 of thg

Recommendation
of the Report

pArticle 209 of the Criminal Code of BiH, as well asticle 272 of the Criminal

Criminal Code of Brcko District (which regulatesetieriminal offence of mone
laundering) have been harmonized with Article 3tled Vienna Convention an
Article 6 of the Palermo Convention in a way thaey regulate the following
activities: disposing, exchanging, accepting, ustogicealing, trying to conceal ai
keeping.

Entity laws regulate that the right to dispose espnts a part of the ownership rig
proprietary, which includes the possibility of tsferring the ownership and/

the Law on Property-Legal Relations in FBiH, OfficiGazette 6/98, 29/03; TH
Law on Ownership and Other Actual Rights of Brckestbct, Official Gazette
11/01, 8/03, 40/04, 19/07).

Relevant provision of the Law on Property Right&&f reads:

“The contents of the proprietary

Article 17, paragraph 1: The property is the actigiit which authorizes an own
to freely and in its own will keeps, uses and déspof the property, and everyone
be deprived of that right within the limitations @®scribed by the Law”.
In reference to Article 6, paragraph 1 of the RaterConvention, the issue ¢
participating and associating with conspiracy tonoot or attempting to comm
has been regulated by Articles 247-250, Chapter XKihe Criminal Code of BiH
under the title “Conspiracy, Preparation, Assoogtnd Organized Crime: (as w
as by Chapters XXIX of the Criminal Code of FBiHdaBrcko District, and
Chapter XXX of the Criminal Code of RS).

The criminal offence of Accessory (which also imds giving advice o
instructions, removing obstacles, concealing ofésnar perpetrators, tools used
perpetrating criminal offences) has been reguldgdirticle 31 of the Crimina
Code of BiH, and Articles 25 of the Criminal Codé RS, Article 25 of the
Criminal Code of FBiH and Article 33 of the Crimir@ode of Brcko District.
We would like to note that, with regards to theiédlet 6, paragraph 2 of the Palern

criminal offences as prescribed by these laws there are no limitations when
comes to predicate criminal offences.

Also, please note that the Prosecutor's Office ief Borks as well on the mone
laundering cases with smuggling of persons, humadfidking, and drug trafficking
and others, as predicate offences. To this effget,processed cases before
Court of BiH, such as the one upon the Indictmédrhe Prosecutor's Office of Bil
No. KT-341/06 against Salih AlibaSet al. for the criminal offence of organise
crime as read with criminal offence of smugglingpefsons and money launderir
This money laundering case with smuggling of pessasthe predicate offence w
completed before the Court of BiH, and a final drdding verdict was hande
down sentencingulzara Hozanovi with forfeiture of unlawfully obtained propert
gain in the amount of KM 172,000.00 and forfeitafea real estate — a house

438/07 are pending before the Court of BiH, whetearis Zorné, Acik Can and
legal entity Majorka d.o.0., Sarajevo, are charged with the crimindérafe of

Definition of the criminal offence of money launiey from the state level Law g
Prevention of Money Laundering and Financing ofrdiest Activities has bee

alienation of property. (The Law Property RightsR$, Official Gazette 124/08;

Convention, all above mentioned articles from cniahicodes in BiH pertain to all

Tuzla. Furthermore, the proceedings against HamdoicDn the case No. KTt

money laundering with illicit trafficking in nardetdrugs as the predicate offence,.
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harmonized with the mentioned conventions and thiedDirective (2005/60/EC).
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As for the financing of terrorism. You can use $siaene answers to SR |l above.

U7r

(Other) change
since the last
evaluation

Special Recommendation Il (Freeze and confiscatefrorist assets)

Rating: Non compliant

Recommendation
of the
MONEYVAL
Report

A single, effective system for implementation withdelay by all financia
institutions for the freezing of accounts of pesommed on the respective lists,
together with the provision of clear and publiclyokvn guidance concerning their
responsibilities should be introduced.

Measures taken tp Book of rules

implement the
Recommendation
of the Report

On implementation of restrictive measures estapddby resolutions of the un
security council 1267 (1999), 1333 (2000), 13630@01373 (2001), 1390 (2002
1455 (2003), 1526 (2004), 1617 (2005), 1735 (200822 (2008) and 1904 (2009
against members of Al-Qaida, Usama bin Laden, #idan and other individuals|,

groups, undertakings and entities associated Wwémt

~— -

Article 3
(Volume of International Restrictive Measures)
(1) In accordance with the provisions of Article 1 diist Book of Rules
international restrictive measures against membkfd-Qaida, Usama bin
Laden, the Taliban and other individuals, groupsdentakings and
organizations associated with them, include thieviehg:
a) Freeze without delay the funds and other financiasets o
economic resources including funds derived frompprty owned by
persons from the List or under their direct or iadt supervision or unde
control of persons acting on their behalf or thestructions, or the persan
acting in as their successors;
Article 4
(Publication Procedures of Consolidated List)
(5) In the case of a notice on new listing of parsr entity from Bosnia and
Herzegovina, before the publication of these datathe official website of the
Ministry, shall be taken the following steps:
a)Freeze without delay all the economic resourndsgher funds;
b)Inform the person listed and learn in detail dliba facts and refer to the
possibility of filing a complaint.

—

14

Article 5

(Implementation of Financial restrictive measures)
(1) The authorities of Bosnia and Herzegovina frileze without delay and without
prior notice all funds and economic resources bpatsons, groups, undertakings
and organizations included in the Consolidated List
(2) The measures referred to in paragraph (1hisfArticle shall also apply to
economic assets and funds derived from propertyedwoy persons from the
Consolidated List or under their direct or indiresapervision or control of persons
acting on their behalf or by their instructions, tbe person acting as successor.
Furthermore, will ensure that any assets owned thgropersons not directly ¢

=
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indirectly be available for use by persons from@umsolidated List.
Article 10
(Application of restrictive measures against pess@ho are brought in contact with
people from the Consolidated List)
1) The provisions of this Book of Rules shall applgo to persons for which the
competent authorities in Bosnia and Herzegovinardéhed to be in conjunction
with persons from the Consolidated List.
(2) For the purposes of paragraph (1) of this Agtithe following acts or activities
indicate that a person, group, economic entity myapnization associated with
persons from the Consolidated List:
a) participation in the financing, planning, fétailing, preparing or
perpetrating of acts or activities by, in conjuantiwith persons from
Consolidated List or under their name, on theiratfetr in support thereof;
(b) perform activities of intermediation, supplsale or traffic of arms and
related material, including military, special equignt and dual use, militany
vehicles and vehicles for special purpose, techmjuoaance, assistance pr
training related to military activities;

(c) perform recruitment activities or recruitmémt their needs, or
(d) actions or activities that otherwise constittie support of Al-Qaida,
Usama bin Laden or the Taliban or any of their, cdfiliate, splinter group

or derivative thereof or act according to theiroldgy.

Article 17

(Submission of Guidelines and other related docus)en
(1) To effective implementation of this Book of Rs] as well as ensuring greater
transparency in the application of internationatnietive measures provided for jn
this Book of Rules, the Ministry shall carry ouettranslation of all Guidelines and
other related documents to the Committee and théudsperson and shall make
them available on its official website (www.msb.dm).
(2) Guidelines and other related documents refawead paragraph 1 of this article
are in Annex to this Book of Rules.

1%

Recommendation| Procedures for considering de-listing requests amdreezing assets of de-listed

of the | persons should be created and/or publicised
MONEYVAL

Report

Measures taken tp Book of Rules

implement thg  On implementation of restrictive measures estabtidhy resolutions of the un
Recommendation | security council 1267 (1999), 1333 (2000), 1363®01373 (2001), 1390 (2002
of the Report 1455 (2003), 1526 (2004), 1617 (2005), 1735 (200822 (2008) and 1904 (2009)
against members of Al-Qaida, Usama bin Laden, #idban and other individuals|,
groups, undertakings and entities associated Wwémt
Article 13
(De-listing Procedure)

1) Citizens of Bosnia and Herzegovina and the [geayino legally reside in
Bosnia and Herzegovina, as well as responsibleopsrsf legal entities
registered in Bosnia and Herzegovina and locatetherConsolidated List
may at any time apply for delisting to the Ministry

(2) Notwithstanding paragraph (1) of this Artictee request for delisting or
providing opinions in an open procedure of delgstoan be delivered also
indirectly by the Committee or the OmbudspersothefUnited Nations fof
issues of de-listing from the Consolidated Listrémafter referred to as
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The Ombudsperson).

(3) The requirements of paragraph (1) of this Aetishall contain the
identification information for the applicant andstatement / explanation of
the reasons fdhedelisting request. In addition to the request, esif any
document or other supporting material which theliappt considers to b
of importance in the process of delisting may belased.

(4) In considering requests for delisting, the Mty is guided by the
provisions of Article 10 of this Book of Rules, tpesitive regulations in
Bosnia and Herzegovina and the Guidelines of thar@ittee.

(5) In proceedings on the application of paragréph of this Article, the
Ministry is obliged to obtain all necessary opirsoof other competen
bodies in Bosnia and Herzegovina, and in particalaipolice agencies
institutions in charge of the prosecution, the Uinél and the Intelligenc
and Security Agencies of Bosnia and Herzegovinacdrrying out thig
process, the Ministry may require additional exptan or amendment
from the person who has applied for de-listing.

(6) After collected all the opinions and otheruiegd documents, the Ministny
shall forward the same to the Council of Ministiensdecision. The Council
of Ministers of Bosnia and Herzegovina is obligegfdne making final
paragraph and sending the same to the Committethar@mbudsperson to
obtain the opinion of the Presidency of Bosnia Hedzegovina.

%)

D ~ —~

Article 14
(Termination of restrictive measures upon noticehefCommittee about the fact of
de-listing)

(1) Upon receiving notification of the Committeboait approved deletion ¢
specific person from the List, the Ministry willguide the information with
the proposal of measures to be revoked to the Goahdvinisters for
adoption.

(2) Upon the completion of adoption proceduresirdbrmation about the
abrogation of measures by the Council of Ministefs Bosnia and
Herzegovina, the Ministry will in writing notify #hperson in matter aboyt
above mentioned, and update information on the ieps
(www.msb.gov.ba

(3) On the above-mentioned, the Ministry will initing inform the relevant
authorities in Bosnia and Herzegovina for furthetiams within their
jurisdiction.

(4) Termination of restrictive measures do nothagp measures which are
determined in accordance with the provisions of thther positive
legislation in Bosnia and Herzegovina, particulamtiminal law, the cases
pending or resolved before the competent judici¢herities in Bosnia and
Herzegovina.

=Y

Sfecommendatl[(r)lrel A procedure for unfreezing in a Fimely manner thad_[s_ an_d assets of persons
MONEYVAL inadvertently _affected by the freezing mechanison u@_rlflcatlon that the persons
Report are not a designated person should be created apditalicised.

Measures taken tp Article 12

implement thg  (Proceedings on claims of third parties if thaghits have been compromised)
Recommendation (1) All competent authorities in Bosnia and Hexaéga are obliged to tak

of the Report

D

care that the application of the provisions of 8@k of Rules shall not b

[}
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to the detriment of third parties.
(2) If there is a threat to the rights of third s they can address the Ministry
which is obliged to consider their allegations amake a decision within 30
days.
Recommendation| An effective regime of monitoring of the privatetegs compliance with freezing
of the | assets of designated persons or whether any ofeib@mmendations in the Best
MONEYVAL Practice Paper had been implemented should bedatred.
Report
Measures taken tbBosnian authorities are considering the Best RwestiPaper for SR Il in the
implement the context of drafting of the Law on Criminal Code.
Recommendation
of the Report
Recommendation| The relevant parts of the Best Practice Paper sthobe considered and
of the | implemented.
MONEYVAL
Report
Measures taken tpBosnian authorities are considering the Best RmastiPaper for SR Il in the
implement the context of drafting of the Law on Criminal Code.
Recommendation
of the Report
(Other)  changes
since the last
evaluation
Special Recommendation VI (AML requirements for morey/value transfer services)
Rating: Partially compliant
Recommendation | It is recommended that the provision of money duevdransfer services be
of the | reviewed particularly to ensure that the Post Gffar any other agents appointed
MONEYVAL outside the banking system are subject to supervisi
Report
Measures taken tpAt the state level there is the Agency for the glasaffic, which among other
implement the things, overseeing of the taxpayers in the arerarisport funding. FIU also has
Recommendation | the possibility to control, so it is consideredttimthis way provides an adequate
of the Report answer
Recommendation | The Bosnia and Herzegovina authorities should erarttie operations of Tenfore
of the | d.o.o within the context of the obligations of ti#iged entities under Article 3 of
MONEYVAL the old LPML — now Article 4 under the new AML Lémdeed, through the ‘Agent
Report Compliance Manual’, the company already seems tinipesing upon itself certaip
AML obligations, in particular in reporting and pvaling information to the FID
This is a positive initiative on the part of Terdat.o.0., however if there is a need
for Tenfore d.o.o0. to impose such obligations thieed should be officially
formalised through the AML LAW.
Measures taken toThe BiH Authorities have already held discussiorith Wenfore to this effect. A
implement the detailed analysis of the information/statisticsareed by Tenfore will be undertaken
Recommendation | to determine whether the data submitted constitoteseflects the information
of the Report submitted through STRs and other reporting (suc®Rs). Should this be the
case then the BiH authorities will continue withsdissions with Tenfore to

recognised as an obliged entity (depending on dsvies) or whether th

information received is information that is transéel only for intelligenc

establish whether there could be duplicate repprtivhether Tenfore needs to pe
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purposes.”

(Other)  changes
since the last
evaluation

Special Recommendation VIl (Wire transfer rules)

Rating: Partially compliant

Recommendation
of the
MONEYVAL
Report

h
v
bS
or

is

D

Although wire transfers are covered by the Law ayrRent Transactions of bo
Entities and Beko District yet most of the criteria for SR VII amet met as the Lay
only covers the technical operational aspects. mbe AML Law now addressg
some of the missing aspects identified at the tenwisit. The new law howev
does not differentiate between domestic and crosdelb payments and hence it
difficult to identify compliance with the respeetigriteria. Notwithstanding, it i
recommended that specific legal provisions be thiced:

* to ensure that full originator information accompes cross-border transfers;
* to establish what information should accompany diiméransfers;

» to ensure that the Post Office is monitored on dtampliance with suc
regulations as may be established;

» To ensure that appropriate sanctions can be andaggied for non-compliance|

Measures taken t
implement the
Recommendation
of the Report

o]

Law
On the prevention of money laundering
And financing of terrorist activities
Article 26
(Electronic Cash Transfer)

Credit and financial institutions, including compemperforming particular
payment operations services or cash transfer (rafter: payment service
providers), are obliged to obtain correct and catgpldata on payer and
include them in application or note which followiset electronic cash
transfer, sent or received in any currency. Theréigse data must folloyw
the transfer all the time during transmission tigitothe payment chain.
The Minister shall stipulate under the Rulebookdbetent and type of dat
that are gathered on the payer, and other obligatid the payment servig
provider, and exceptions from obligation to gathelata during the cas
transfer that represents an irrelevant risk for @ydiaundering or financin
of terrorist activities.
Payment service providers, which are intermediatesecipients of cash,
will refuse the cash transfer which does not dantamplete data on th
payer referred to in paragraph 2 of this Articlewdl request that data o
the payer are completed in a particular period.
Payment service providers can limit or terminatBuainess relationshi
with those payment service providers who frequerdly not meet
conditions referred to in paragraphs 1 and 2 isf Anticle, therewith tha
they can wan them on thereof, prior to undertakingh measures
Payment service provider will notify FID on any tpterm limitations o
termination of a business relationship.
Payment service providers, which are intermediatesecipients of cash
will consider the lack of data on the payer, witlyard to assessed ri

a
e
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J
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level as a possible reason for applying measures iftensified
identification and monitoring.

Provisions of paragraphs 1 to 5 of this Articleatel to electronic cas
transfer which is performed by the local and faneigayment servicg
providers.

When obtaining data referred to in paragraph 1hef Article, payment
service providers shall identify the payer usindical identification
document, and valid and reliable sources of doctmtien.

A new agency, Agency for Supervision of the Posfig®f Operation (which
includes payment transfers) has now been establlese is operational.
Appropriate sanctions for non compliance will bexgidered in the process of t
review of the new AML Law.

(Other) changes
since the last
evaluation

Special Recommendation VIII (Non-profit organisatians)

Rating: Non compliant

Recommendation
of the
MONEYVAL
Report

No review of the adequacy of the relevant laws aodoutreach has bee
undertaken by the authorities in order to identifg risks and prevent the misuse
NPOs for terrorism financing purposes. However, sidaring the existing risk
based on the concrete cases where NPOs have begelved in financing o
terrorism activities and current on-going investigas of suspicious NPOs, tl
authorities should undertake a comprehensive reteassess the adequacy of
national legal framework related to NPOs, identifyithe features and types
NPOs (activities, size) that are at risk of beinigused for terrorist financing an
implement measures to raise awareness of the NBGst ¢he risks and measur
available to protect them against such abuse.

Measures taken t
implement the
Recommendation
of the Report

pAccording to various researches made at all leg€lgovernment in Bosnia an

Herzegovina, generally spread opinion is that atgnember of non-government
organizations in BiH are funded by foreign foundafi, associations arn
organizations. Non-governmental organizations fdrfdem national public source
are occasional cases and practices, as no politNG#d sector funding has beg
designed in BiH. In this connection, there is agibility of clear, continuous ar
precise monitoring of financial flows in these angations.

At the level of BiH institutions, under the Law ¢ime Budget of BiH Institutions
and International Obligations of BiH (“BiH Officiabazette”, No 17/08) and th
Decision of the BiH Council of Ministers on Critarfor Grants to be Allocated {
Support Non-profit Organizations and Individualdyi\broj: 47/08, the Ministry of
Civil Affairs of BiH allocates the funds.

Recommendation
of the
MONEYVAL
Report

The statistics on the number of the existing NROBiH are not accurate enoug
considering the lack of a clear mechanism on theiprecal recognition of
associations and foundation and the possibilityt thertain NPOs are registere
for example, at the entity and state level and teditwice. The authorities shou
undertake appropriate measures for avoiding doutydé registration and
counting of NPOs and improving the mechanism ofprecal recognition of
associations and foundation.

Measures taken t
implement the
Recommendation

0 The Ministry of Justice is currently consideringe thegistration of NPOs and

looking at the possibility of creating a uniqueg@é database of all NPOs at t
State and Entities level. It is expected that thhothis database both the registrat
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of the Report

and supervision of NPOs will be refin

Recommendation
of the
MONEYVAL
Report

There is no single Register of non-profit orgarisas, as is the case with church
and religious communities, and the authorities $tiaonsider introducing such
centralised register for the above mentioned puegosAlso, considering the ve
limited number of NPOs that decide to be registeaedhe state level, measur
should be undertaken in order to clarify the speaf state and entity registratiof
advantages of state registration, etc.

Measures taken t
implement the
Recommendation
of the Report

oThe BiH Ministry of Justice keeps registers of asstons and foundations i
pursuance of the Law on Associations and FoundatidfBosnia and Herzegovin
which means, only of non-profit organizations résyied at the level of BiH.

A single Register of all Churches and Religious Gumities in Bosnia an
Herzegovina, their unions and organizational uisitieept only in the BiH Ministry

of Justice in accordance with the Law on ReligiBtsedom and the Legal Status|of
Churches and Religious Communities in Bosnia andzétmvina (,BiH Official
Gazette, No 5/04).
The Register of Churches and Religious CommunitieBosnia and Herzegovina
has the following entries:
- Register of Jewish Community of BiH........com..........7;
- Register of Catholic Church of BiH........ccccccce........ 317;
- Register of Serbian Orthodox Church of BiH......... 357;
- Register of Islamic Community of BIH.................... 113
- Register of Other Churches and Religious Comnesif BiH........ 31.
Recommendation | In order to enhance the effective oversight of NE@slegal provisions regulating
of the| the NPO sector should expressly appoint a competatitority to supervise the
MONEYVAL activity of NPOs. Inspections of NPOs’ activity sldonot only be carried out for
Report tax purposes, but be focused as well on verificafithe funds have been spent in a
manner consistent with the purpose and objectifabeoNPOs. Furthermore, the
NPOSs’ reports on activity, including the financiaports should be required to be
sufficiently detailed in order to cover this infaation.
Measures taken tbThe Ministry of Justice is currently consideringe thegistration of NPOs and |is
implement the looking at the possibility of creating a uniquegiéndatabase of all NPOs at the
Recommendation | State and Entities level. It is expected that tghothis database both the registratjon
of the Report and supervision of NPOs will be refined.
Recommendation | There should be express legal provisions requithrg the business records of the
of the | NPOs are kept for at least five years.
MONEYVAL
Report
Measures taken tp Article 65
implement the (Deadline for Keeping Data by the Person underdalkitbn)
Recommendation | 1.A person under obligation is required to keep imfation, data, and
of the Report documentation obtained in accordance to this Lawafoleast 10 years after
identification, completion of a transaction, clagiof an account or termination of
business relationship.
2.A person under obligation shall keep information darcorresponding
documentation on authorised person and deputy asdéitbperson mentioned |n
Article 32 of this Law, on the professional traigiof employees and conducting
of internal control for at least 4 years after #ygpointment of the authorised
person and deputy authorised person, after the letiow of professional training
and conducting of internal control.
Recommendation | The national cooperation and information exchangémseen all agencies involved
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of the| in the investigation of predicate offences, ML &fdcases, at the entities, BD and
MONEYVAL state level should be improved.
Report
Measures taken tpLaw enforcement agencies at all levels of the B &i¢thed Memorandums of
implement thg Understanding on enhancing cooperation.
Recommendation
of the Report
(Other)  changesArticle 51.b of the Law on Amendments provides tbe Court of Bosnia and
since the last Herzegovina as the competent authority in casé@Ministry of Justice of BiH
evaluation initiating the proceedings to ban an associatiofoondation and penal provisions
under Article 53(1)(d) provide for fines to be ingeal on an association pr
foundation which:
.d) failing to utilise the balance of incomes angpenditures earned through
economic activities in the manner provided for lyvland in the Articles of
Association “.
According to various researches made at all legElgovernment in Bosnia and
Herzegovina, generally spread opinion is that atgne@mber of non-governmental
organizations in BiH are funded by foreign founda$i, associations and
organizations. Non-governmental organizations fdrfdem national public sources
are occasional cases and practices, as no polityG# sector funding has beén
designed in BiH. In this connection, there is sgibility of clear, continuous and
precise monitoring of financial flows in these angations.
At the level of BiH institutions, under the Law ¢ime Budget of BiH Institutions
and International Obligations of BiH (“BiH Officiabazette”, No 17/08) and the
Decision of the BiH Council of Ministers on Critarfor Grants to be Allocated to
Support Non-profit Organizations and Individualdvi\broj: 47/08, the Ministry of
Civil Affairs of BiH allocates the funds.
Special Recommendation IX (Cross Border declaratiomand disclosure)
Rating: Non compliant
Recommendation | There is an urgent need to adopt a legislative megon the state level of BiH for
of the | full implementation of SR IX to include domestistcand negotiable instruments.
MONEYVAL
Report
Measures taken tp « The Law on Foreign Exchange Operations is adoptddablished in the
implement the Official Gazette of FBiH No. 47/10 of 04.08.2010or@ent of the provisions
Recommendation of Article 45, 52, and 53 of the Law stipulates thowing:
of the Report Article 45
Residents and nonresidents are required when ¢rgsbe state border to report
to customs  authority any importation or bringing tefi  foreign cash
KM, and checks that exceeds the amounts prescribedthe Government of the
Federation.
The obligation in paragraph 1 of this Article amsi to the representative,
responsible person or authorized person, who oher dtate border for a legal
entity or entrepreneur carries foreign cash, KM antcks.
NOTE: The sanctions imposed are prescribed in @owofaprovisions of Article 62
of the same Act.
In the Law on Foreign Exchange Operations ("OffiGazette of the Republic of
Srpska" No. 96/03) and Law on Amendments to theeskanv ("Official Gazette o
the Republic of Srpska" No. 123/06 and 92/09),damme provisions are prescribed
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of the provisions of Article 60 of the Law.
Article 52

passenger, freight and postal traffic.

NOTES: In the Law on Foreign Exchange Operatior@3ffitial Gazette of the
Republic of Srpska" No. 96/03) and Law on Amendregathe same law ("Officig
Gazette of the Republic of Srpska" No. 123/06 aBD%), the same provision

Law.
Article 53
The Customs authority, along with the issuanceeofificate, may at the bordg

convertible marks, foreign cash and checks excgetlia amount prescribed f
Government of Federation.
NOTE: In the Law on Foreign Exchange Operationsffit@al Gazette of the
Republic of Srpska" No. 96/03) and Law on Amendmaédatthe same law ("Officig
Gazette of the Republic of Srpska" No. 123/06 aBD9), the same provision

Law.
SPECIAL NOTE: Regulations that regulate an are@ngbrtation and bringing ou

follows:
o Law on Foreign Exchange Operatid@fficial Gazette of Federation BiH,
No. 47/10) and Decision on bringing out the foreggsh and checks,
("Official Gazette of Federation BiH, No. 58/10)dan
o Law on Foreign Exchange Operatiqh®fficial Gazette of the Republic of
Srpska" No. 96/03) and Law on Amendments to the $am("Official
Gazette of the Republic of Srpska" No. 123/06 @109 and Regulation

securities ("Official Gazette of the Republic gpska” No. 16/05).
In relation to the mentioned regulations and quatedtent of the provisions ¢
articles of the same regulations and enactmentidag@ue on Customs Procedul

foreign money and securities), issued at the lef/éhe Indirect Taxation Authority
the Indirect Taxation Authority is duly authorizedcontrolthe bringing

passenger, freight and postal traffic.

Recommendation
of the
MONEYVAL
Report

involved in implementing the current partial regiesgsting on the entity level in th

criteria do not appear to be met and there is tfiene a need to review the whq

criteria for SR IX.

Measures taken t
implement the
Recommendation
of the Report

0As noted, regulations that regulate the importataomd bringing out effectivg
foreign currency, convertible marks and securitiage been adopted at the en
level as follows: Law on Foreign Exchange Operaid@fficial Gazette of

("Official Gazette of Federation of BiH, No. 58/1@Qaw on Foreign Exchang

100

The Customs authorities shall control the bringingfrom the Federation to abroad
and bringing in from abroad to Federation of foneigash, KM and checks in

related to the Republic of Srpska are prescribetthéncontent of Article 47 of this

crossing temporarily seize from the resident andh mesiedent the amount of

related to the Republic of Srpska are prescribatiencontent of Article 48 of this

—

the effective foreign money, KM and securities arade at the entity level, as

on bringing out and importation of effective fomreignoney, KM, checks and

in International Passenger Traffic - Article 30Ky in and out of effective

out and importation into BiH from abroad of foreigncash, KM and checks in
The Indirect Tax Authority of Bosnia and Herzegavitves not appear to be fully

context of AML CFT according to SR IX efficienthdeeffectively. In particular it
lacks the appropriate powers and tools to do saighificant number of essential

framework of cross border declarations and disctesuagainst the essential

1%

in the content of Article 41 and the sanctions isgmbare prescribed in the content

=

=

es

e

le

ity

Federation of BiH, No. 47/10) Decision on Bringiogt Foreign Cash and Checks
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Operations (Official Gazette of the Republic of skg No. 96/03) and Law ¢
Amendments to the same Law ("Official Gazette & Republic of Srpska No.
123/06 and 92/09) and Regulation on Bringing oufl #mportation of Foreign
Currency, Convertible marks, Checks and Securifi@fficial Gazette of the
Republic of Srpska" No. 16/05).
In accordance with these regulations and in acomelavith the Law on Indireg
Taxation Authority ("BiH Official Gazette" No. 8%, Article 22 Paragrap
1 point d) which provides that regional centerdhs Indirect Taxation Authority
carry out currency — exchange control in intermalgassenger traffic and border
traffic with abroad and general act passed at évellof the Indirect Taxatiop
Authority - Guidance on Customs Procedures in hagonal Passenger Traffic| -
Article 30 (Importation and bringing out effectifereign currency and securities),
the Indirect Taxation Authority has explicitly poebed competence for the control
of bringing out and importation to BiH from abrofmdeign cash, KM and checks |n
passenger, freight and postal traffic.
In terms of assets confiscation, the Indirect TiaxaAuthority also has explicitly
prescribed powers for the retention or temporaiguse of the currency as follows:
as it is provided in the content of the provisiaisArticle 53 of Law on Foreigr
Exchange Operations (Official Gazette of FBiH N@/1D) in the contents of the
provisions of Article 48 of the Law on Foreign Ezclye Operations ("Official
Gazette of the Republic of Srpska" No. 96/03) amavlon Amendments to the
same Law ("Official Gazette of the Republic of gdsNo. 123/06 and 92/09).
With respect to the above regulations brought irthat entity level, when the
Indirect Taxation Authority (ITA) while performingxchange-currency contrp
operations recognize a violation of above mentioastity regulations on foreigh
exchange transactions, in that case, the ITA which view of the meaning af
Article 3 of Law on Violations is not authorized dyofor the legal proceedings
through the issuance of misdemeanor order or applyor legal proceedings,
having previously undertaken the necessary measanes actions within its
jurisdiction, informs the competent entity authieston the measures and actigns,
along with the submission of collected evidence danctioning according to the
mentioned Laws on Foreign Exchange Operations.
And finally by adoption of the Law on Foreign Excige Operations (Official
Gazette of Federation BiH, No. 47/10) and DecisiarBringing out Foreign Cash
and Checks ("Official Gazette of Federation BiH,.88/10), the text of the Laws
on Foreign Exchange Operations that are passeditity kevel are harmonised
which provide to the Indirect Tax Authority (ITA3king actions in terms of contro
of bringing out and importation to BiH from abrofadeign cash, KM, and checks
in passenger, freight and postal traffic.

=]

-~

Recommendation | Adequate funding and training is required for Cussoand the financial sectors to

of the | implement and respect the customs and tax legisiati

MONEYVAL

Report

Measures taken tpWe inform you that at the beginning of Decemberl@@xperts from the United
implement thg Kingdom conducted an analysis of training needshim field of Prevention of
Recommendation | money laundering and financing terrorist activitieihin the EU funded project of
of the Report joint training of Financial Intelligence Departmeantd the Criminal Investigative

D

Department of the State Investigation and Protechgency - SIPA, the Staf
Prosecution and financial regulatory agencies astititions in BiH.
The first of four planned trainings was conductedanuary 2011 in the same year
and it was attended, among others, by officerbi@fimdirect Taxation Authority.
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Guardia di Finanza (Financial Police Administrajitnom Italy.
Second training is scheduled for April 2011 and,vék well as third and fourt
one, be also attended by officers of the ITA.

Trainings were delivered by experts from the Unit€idgdom and the Italian

U7r

(Other)  change
since the last
evaluation

2.4. Specific Questions

Has the Central Bank taken any measures since'theuhd MER to intensify the drive to reduce the
of cash, including an overarching strategy on thistter?

use

As of May, 26, 2010, the Governing Board of the ®€arBank delivered the comprehensive docum
«Policy of the Cash Production”, which among ofitems in Point 18 reads that the Central Bank g
support all the activities leading to the decreafdevel of the cash usage as the instrument ofneays,
while working in the introduction of more safe andre modern techniques of payments.

The Central Bank is the co-organizer of the rouatalet which was held on October 21, 2010, with
subject «E — Payments and the Financial Servicitsnded by the representatives of the Central B
commercial banks, VISA cards institution and oth@erested in the subject, aiming to extend
financial literacy of the public, meaning the charmj behavior of the payments systems participaiits
the presentation of the experience of banks wittypés of the electronic banking.

The Central Bank supported the changes of the Lawareign Currency Operations in FBiH, wherg
was not permitted to use Euro cash in the paynwstem, which shall directly decrease the use sl
and increase the volume of the exchange operations.

ent
hall

the
ank,
the

>t
ca

Have sanctions been imposed specifically for AMOCHRfringements, at the instigation of t
supervisor, since the adoption of the last evatrateport?

If so, please indicate the main types of AML/CHfringements detected by supervisors since
adoption of the previous evaluation report by digtiishing between financial institutions and DNFB
infringements.

(NB: it is not necessary for these purposes taigfull detailed statistics, but an overview)

The 3 round MER indicated that there is a significantckiag of cases related to serious econo
crimes (para 466). What is the current situatiordarhich measures, if any, were taken to address
concern?

Financial investigations are an integral part & thiminal investigations not only in money lauridgr,
cases but also various criminal offences invohangunlawful property gain. The Prosecutor’s Offide
BiH conducts financial investigations in money ldaring cases, more precisely in their early stalgets
also in other financial crime cases involving arawful property gain. Financial investigations g
conducted in co-operation with the State Invesiigaand Protection Agency and other law enforcen
agencies in order to determine the amount of uniaproperty gain and then move the Court of BiH
order forfeiture of that gain.
The Court of BiH takes immediate actions on the eyolaundering cases processed by the Prosecl
Office of BiH, hearings are scheduled in a timefstion, and criminal proceedings, resulting

mic
thi

Are
nent
to

itor’s
in

appropriate verdicts, are conducted. There have leatinuous trainings for judges and prosecutors

dealing with these types of cases which includéittgs — seminars organised by the Centre
Education of Judges and Prosecutors FBiH, RS andBBI) as well as by international organisatig

for
ns
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ICITAP, NI-CO, and others.

Also, please note that the Prosecutor's Officeibf Borks as well on the money laundering cases
smuggling of persons, human trafficking, and dnadficking and others, as predicate offences. Ti®
effect, we processed cases before the Court of Bith as the one upon the Indictment of
Prosecutor's Office of BiH No. KT-341/06 againstlils&libaSi¢ et al. for the criminal offence o
organised crime as read with criminal offence ofuggling of persons and money laundering. T
money laundering case with smuggling of personshaspredicate offence was completed before
Court of BiH, and a final and binding verdict waanded down sentencirigulzara Hozano¥i with
forfeiture of unlawfully obtained property gain the amount of KM 172,000.00 and forfeiture of al
estate — a house in Tuzla. Furthermore, the pratgedgainst Hamdo Dacin the case No. KT-438/0
are pending before the Court of BiH, wherein H&dsni¢, Acik Can and legal entitiajorka d.o.o.,
Sarajevo, are charged with the criminal offencenohey laundering with illicit trafficking in narciot
drugs as the predicate offence.

The 3 round MER indicated concerns regarding providingsiatance in a timely manner when
entity/district level authorities are involved atitat no mechanism is in place for avoiding corsliof
jurisdiction between the entity/district and stégeel.

What has been done this respect in order to addhes®e concerns?

Paragraph 1 of Article 209 CC B&H, Article 273 CB&H, Article 280 CC R&S, and Article 265 C
Brcko District on money laundering from non-state lesiminal codes does not foresee the amount

f
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money or property gain subject to laundering, whitgdkans that the same paragraph includes all mpney

laundering up to 50.000 KM. In accordance with itmterpretation of the Supreme Court of Rfggh
value (“velika vrijednost“)is 50.000 KM (legal opinion adopted at the genseasion of the Supren
Court on June 30, 2004) which has been treatethar paragraphs of mentioned articles.

Paragraph 1 of the Article 209 from the Criminald€mf BiH, however, specifidarger value (“ve¢a

vrijednost”) of money or property gain (the value over 10.000K80 according to the interpretation of

e

the Court of BiH). Also, unlike entity level crimah codes, it talks about the money or property gain
generated from a criminal offence endangering tmaraon economic space of Bosnia and Herzegoyina

or has damaging consequences for performing deswr financing institutions of BiH.
Based on the above mentioned, we have concludedhtariminal offence of money laundering fa
within the competencies of the Court of BiH, wherdg amount of the money of assets exceeds 1(

s
.000

KM, and, as a consequence, is resulting in endamgeéhe common economic space of Bosnia and

Herzegovina or has damaging consequences for perfgractivities or financing institutions of BiH.
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2.5, Statistics

a. Please complete - to the fullest extent possibl¢he following tables:

2005
N . Convictions Proceeds Proceeds
Investigations | Prosecutions ) Proceeds frozen ; s
(final) seized confiscated
amount amount amount
cases| persons| cases| persons| cases| persons| cases (in EUR) cases| (in cases (in
EUR) EUR)
2.039.554,03
ML | 161 | 192 | 29| 52 6 11| N, KMor 0 o | nA | 38600
1.042.540,00Q
EUR
FT 0 0 0 0 0 0 0 0 0 0 0 0
2006
L . Convictions Proceeds Proceeds
Investigations | Prosecutions ) Proceeds frozen ; g
(final) seized confiscated
amount amount
amount ) .
cases| persons| cases| persons| cases| persons| cases (in EUR) cases| (in cases (in
EUR) EUR)
2.326.742,5Q
ML | 177 0 23 40 9 22 | N, KMor 0 0 N/A | 412.900
1.189.662,0Q
EUR
FT 1 4 1 4 0 0 0 0 0 0 0 0
2007
N . Convictions Proceeds Proceeds
Investigations | Prosecutions ) Proceeds frozen ; s
(final) seized confiscated
amount amount amount
cases| persons| cases| persons| cases| persons| cases (in EUR) cases| (in cases (in
EUR) EUR)
1.204.982,78
ML | 124 | 14 47 1 4 16 | wnA Mo 0 0 N/A | 19.750
615.604,00
EUR
FT 0 0 0 0 0 0 0 0 0 0 0 0
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2008

S : Convictions Proceeds Proceeds
Investigations | Prosecutions . Proceeds frozen . .
(final) seized confiscated
amount amount amount
cases| persons| cases| persons| cases| persons| cases (in EUR) cases| (in cases| (in
EUR) EUR)
4.300.000,00
KM or
ML | 111 0 17 73 5 7 N/A 2.198.588.00 0 0 N/A | 496.260
EUR
FT 0 0 0 0 0 0 0 0 0 0 0 0
2009
N . Convictions Proceeds Proceeds
Investigations | Prosecutions . Proceeds frozen . .
(final) seized confiscated
amount amount amount
cases| persons| cases| persons| cases| persons| cases (in EUR) cases| (in cases| (in
EUR) EUR)
16.850,00
ML | 57 | O 2 4 2 a | Al S| o 0 | N/A | 848840
EUR
FT 0 0 0 0 0 0 0 0 0 0 0 0
2010
N . Convictions Proceeds Proceeds
Investigations | Prosecutions ] Proceeds frozen : :
(final) seized confiscated
amount amount amount
cases| persons| cases| persons| cases| persons| cases (in EUR) cases| (in cases (in
EUR) EUR)
ML | 20 1 N/A 56%3??0’00 0 0 N/A | 50.300
FT 1 0 0 0 0 0 0 0 0 0
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b. STR/CTR
Explanatory note:

The statistics under this section should providewerview of the work of the FIU
The list of entities under the headingdnitoring entitie$is not intended to be exhaustive. If your juridtn covers more types of monitoring entities tiaaa
listed (e.g. dealers in real estate, supervisotlyaities etc.), please add further rows to thabées. If some listed entities are not covered asitoring entities,

please also indicate this in the table.

The information requested under the headidgdicial proceedingsrefers to those cases which were initiated duénformation from the FIU. It is not

supposed to cover judicial cases where the FIU ooihfributed to cases which have been generatethiey bodies, e.g. the police.

“Cases openédefers only to those cases where an FIU does thame simply register a report or undertakes onlyTabased analysis. As this classification is
not common in all countries, please clarify how thiem “cases open” is understood in your jurisdict{if this system is not used in your jurisdictigease

adapt the table to your country specific system).

2005
Statistical Information on reports received by theFIU Judicial proceedings
reports about cases notzgclztlv\?ns
suspicious opened f N indictments convictions
reports about | transactions | by FIU | EMoreemen
Monitoring transactions prosecutors
entities, e.g. above ML FT ML FT
threshold
ML | FT [ML|FT | ML | FT | 83,] 88, 88, 28,
© b & © O & © |0 & © |0 <
O D o o o o o o
Commercial Banks N/A N/A | N/A | N/A | N/A | N/A | N/A 1 | NJ/A| N/A | N/A | N/A | N/A | N/A
Insurance Companies N/A N/A | N/A
Notaries N/A N/A | N/A
Currency Exchange N/A N/A | N/A
Broker Companies N/A N/A | N/A
Securities' Registrars N/A N/A | N/A
Lawyers N/A N/A | N/A




Accountants/Auditors N/A N/A | N/A
Company Service Providefs ~ N/A N/A | N/A
Others (please specify

and if necessary add N/A N/A | N/A
further rows)

Total N/A N/A N/A
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2006

Statistical Information on reports received by theFIU

Judicial proceedings

reports about cases not{gclzsc)ns
suspicious opened f N indictments convictions
reports about | transactions | by FIU | Mo cemen
Monitoring transactions prosecutors
entities, e.g. above ML FT ML FT
threshold | 'm | BT (ML [FT ML | FT [ 83, 88w 85.] 85,
S bpS| s oc| s S| ® © <
o D O o O D o o
Commercial Banks 200.392 28 2 1128 | 0 23 0 23| 44 NANA | NA [ NA | NA | NA
Insurance Companies 0 0 0
Notaries 0 0 0
Stock exchange 659 0 0
Off shore 201 0 0
Agency for privatization 32 0 0
Car dealers comp 52 0 0
Posts 9 0 0
Currency Exchange 0 0 0
Broker Companies 1.151 0 0
Securities' Registrars 163 0 0
Lawyers 0 0 0
Accountants/Auditors 0 0 0
Indirect Taxation Authority 657 0 0
Company Service Providers 0 0 0
Others (please specify
and if necessary add 0 0 0
further rows)
Total 203.316 28 2
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2007

Statistical Information on reports received by theFIU

Judicial proceedings

reports about | cases not'lgclztlv\?ns
suspicious opened f / indictments convictions
reports about | transactions | by FIU | Entoreement
Monitoring transactions prosecutors
entities, e.g. above ML FT ML FT
threshold
ML | FT |ML | FT [ ML | FT | 88, 818,
@ @ S © o <
o | o o
Commercial Banks 231.729 87 N/A| 262 | NA | NA NA 14 48 NA| NA|] NA| NA| NA| NA
Insurance Companies N/A N/A | N/A
Notaries N/A N/A | N/A
Currency Exchange N/A N/A | N/A
Broker Companies N/A N/A | N/A
Securities' Registrars N/A N/A | N/A
Lawyers N/A N/A | N/A
Accountants/Auditors N/A N/A | N/A
Company Service Providers N/A N/A | N/A
Others (please specify
and if necessary add 26.590 N/A | N/A
further rows)
Total 258.319 87 N/A
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2008

Statistical Information on reports received by theFIU

Judicial proceedings

notifications
reports about | cases
- to law - -
suspicious | opened ; v indictments convictions
reports about | transactions | by FIU | €O cemen
Monitoring transactions prosecutors
entities, e.g. above ML FT ML FT
threshold
ML | FT ML FT | ML | FT | 83, 83 Ll 23] 83
©c b < ©c b < @ b < © b S
O D o D o D O D
Insurance Companies 3 0 0
Posts 209 0 0
Notaries 1.471 0 0
Currency Exchange 1 0 0
Broker Companies 2.354 0 0
Securities' Registrars 755 0 0
Lawyers 1 0 0
Indirect Taxation Authority 831 0 0
Gamblings 148 0 0
Car dealers comp 200 0 0
Car dealers comp 200 0 0
Stock exchange 1.284 0 0
Off shore 1.391 0 0
Western Union 1.127 0 0
Lottery 46 0 0
Micro credits org 2 0 0
Agency for privatization 13 0 0
Others (please specify and if necessary jadd
0 0 0
further rows)
Total 288.231 68 2
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2009

Statistical Information on reports received by theFIU

Judicial proceedings

reports about cases not;flclatlons
reports about suspicipus gpened enfo?c:ment/ indictments convictions
Monitoring transactions transactions y FU prosecutors
entities, e.g. above ML FT ML FT
threshold 1 v | T (ML [FT M0 | FT [ 85, 85, 85.] 83
G L < c L < © D < © L <
o D o D O D o D

Commercial Banks 283.740 262 01630 |0 0 2410 0] 0] Of 0 O
Insurance Companies 5 0 0
Stock exchange 510 0 0
Notaries 2.349 0 0
Western Union 3.708 0 0
Lottery 56 0 0
Broker Companies 922 0 0
Car dealers comp 58 0 0
Agency for privatization 13 0 0
Indirect Taxation Authority 790 0 0
Posts 347 0 0
Gambling 11 0 0
Others (please specify
and if necessary add 0 0 0
further rows)
Total 292.936 262 0
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2010

Statistical Information on reports received by theFIU

Judicial proceedings

notifications
reports about cases
Af to law - _
suspicious opened f N indictments convictions
reports about | transactions | by FIU | €Morcemen
Monitoring transactions prosecutors
entities, e.g. above ML FT ML FT
threshold
ML | FT [ML|FT | ML | FT [ 83, 88,858, 85,
c L < c L < C L < S D <
o D o D O D o D
Commercial Banks 222.188 199 0]122 | O 0 0 2 2 0 0 0 0 0 0
Western Union 569 2 0
Lottery 60 0 0
Stock exchange 270 0 0
Micro credit org 23 6 0
Insurance Companies 7 0 0
Notaries 2.249 1 0
Broker Companies 607 0 0
Securities' Registrars 271 0 0
Car dealers comp 29 0 0
Agency for privatization 6 0 0
Indirect Taxation Authority 608 0 0
Posts 202 2 0
Gambling 2 0 0
Accountants/Auditors 1 0 0
Leasing 0 6 0
Total 227.097 216 0
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2.6. Questions related to the Third Directive (2005/60/EC) and the Implementation
Directive (2006/70/EC)®

Implementation / Application of the provisions in the Third Directive and the Implementation

Directive

Please
whether the Third
Directive and the
Implementation

Directive have
been fully
implemented / o
are fully applied
and since when.

indicate With reference to the implementation of the Thiritebtive, we would like ta

emphasize that all criminal codes in BiH reguldte triminal offence of money
laundering, and, as it has been explained in Aliex has been harmonized wi
Article 3 of the Vienna Convention and Article 6 the Palermo Convention. Als
the Law on Prevention of Money Laundering and Fairagn of Terrorism contains the
definition of money laundering which has been harimed with the mentione
Conventions and the Third Directive.

The explanation and relevant legal text shall lached to the Annex Il of th
Questionnaire.

In relation to Article 33 of the Third Directiveceording to which member states hall
ensure that they are able to review the effectisgé their systems to combat money
laundering or terrorist financing by maintainingngarehensive statistics on matters
relevant to the effectiveness of such systems, Waoh statistics shall as a minimum
cover the number of suspicious transaction repodde to the FIU, the follow-u
given to these reports and indicate on an annualsbthe number of cases
investigated, the number of persons prosecutedhauh#er of persons convicted fpr
money laundering or terrorist financing offencesl dmow much property has been
frozen, seized or confiscated, we would like to bagize the High Judicial and
Prosecutorial Council of BiH keeps such records jamlish it in its annual activit
report. (This information we have already receifeam the HJPC, and can be
attached to the Questionnaire).
Article 39 of the Third Directive refers to penaftito the criminal offence of mongy
laundering; in this respect, we would like to ermrgiba that our legislation prescribes
adequate sanctions, which, in addition to imprisenimsentence, also include
forfeiture of criminal proceeds. (As noted previgusegal text containing mentiongd
sanctions is attached to the Questionnaire, Anhex |

Beneficial Owner

Please indicat
whether your legal
definition of
beneficial owner

corresponds to thelLaundering and Financing of Terrorist Activities Bosnia and Herzegovina. It

definition of
beneficial owner in
the 3° Directive

(please also transaction or activity is conducted.
provide the legal 2) The actual owner of a company or other legatyeist
text with your| A physical person who is directly or indirectly, Itier of 20 or more percent

The Law ol Prevention of Money Laundering and Financing TistoActivities
("Official Gazette of Bosnia and Herzegovina, n8/0®) includes a definition gf
user-owners, which is partially harmonized with thefinition Article 3 (6) of the
Third Directive (2005/60 / EC). Attached is the Lawn Preventing Money

necessary to pay special attention to Articlet8min, that reads:
The actual owner of the client is:

1) The actual owner of the client and / or physipatson on whose behalf the

8 For relevant legal texts from the EU standardstgeeendix I1.

° Please see Article 3(6) of th¥ Birective reproduced in Appendix II.



reply)

business interest, shares, voting rightsotiter rights, based on which he/she
participates in the management of the legal eptitparticipates in the capital of the
legal entity with 20 or more percent of shares as lominant position in asset
management of the legal entity;

A physical person, which indirectly provides opi®viding assets to a company and
on that basis, has the right to significantly iefhge the decisions made by the
management of the company, when deciding on fimanahd operations.

3) The actual owner of a foreign legal entity theteives, manages or distributes the
assets for a particular purpose is:

A physical person, which is indirect or direct biiciary of more than 20% of th
property that is the subject of management, pravitleat the future users are
determined;

A physical person or a group of persons whose ibpéstest is that a foreign legal
entity is established or operating, provided thathsperson or group of persons|is
determinable;

A physical natural person who directly or indirgctlinlimitedly manages more than
20% of assets to foreign legal entity.

Risk-Based Approach

Please indicate theLaw on the prevention of money laundering and fairag of terrorist activities

extent to which
financial
institutions  have

been permitted to 1.

risk-base
ta

use a
approach

discharging certain

of their AML/CFT
obligations.

ii — tasks and duties of persons under obligation
Article 5
(risk assessment)

Person under obligation is obliged to make a riskeasment which shall
determine the risk level of group of clients or iindual client, busines
relationship, transaction or product with possipitif misuse for the purpose
money laundering or terrorism financing.
The assessment referred to in paragraph 1 of thislé shall be prepared in
accordance with guidelines on risk assessmengblegied by FID and
competent supervisory bodies, in accordance wittsub-legal acts which
determine closer criteria for creation of guideiin@ype of person under
obligation, scope and type of operations, type lights, i.e. products, etc.) as
well as the type of transactions for which, duadn-existence of risk of money
laundering and terrorism financing, it is necessaryperform a simplifieg
identification of the client within the meaningtbis Law.

Politically Exposed Persons

Please indicatg
whether criteria for
identifying PEPs in
accordance  with
the provisions in
the Third Directive
and the
Implementation

A%

Law On The Prevention Of Money Laundering And Fiting Of Terrorist
Activities
Article 22
(Foreign Politically Exposed Parties)
1.Persons under obligation shall establish apprapr@bcedure for determinin
whether the foreign person is politically exposékhey shall define suc
procedures through their internal act, while folilogv guidelines of bodies i

=)

al

Directive® are| charge for supervision referred to in Article 68l Law.
provided for in| 2.A foreign politically exposed party referred to FParagraph 1 of this Articl
your domestig includes any natural person which is entrusted as entrusted with significant

1% please see Article 3(8) of thé Birective and Article 2 of Commission Directive@870/EC reproduced in Appendix Il.
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legislation (please
also provide the
legal text with yourn

reply).

public function in the previous year, including st family members and close

associates.
3. A natural person having or which had entrustedit@mt public function is:

1.Head of the State, Prime Minister, Ministers aneirthDeputies oI
Assistants;

2.Selected representatives in legislation bodies;

3.The judges of the Supreme or Constitutional Cond ather high judicial
institutions;

4.Members of Audit and Governing Board of the Ceraihk;

5.Ambassadors and high-ranking military officers;

6.Members of the Management or Supervisory Boardsoafpanies which
are in the majority ownership of the state.

4.Closest family members of persons referred to irm@taph 2 of this Article are:

spouses, parents, siblings, children and their sgmu
5.Close associates referred to in Article 2 are alural persons participating
profit from the property or are in business relasioip or connected to busing
otherwise.
6.When the client, who enters a business relationshipakes transaction, or if th

client on whose behalf a business relationshimisred into or transaction is being

performed, is a foreign politically exposed persarperson under obligation wi
undertake the following measures, apart from messiaferred to in Article 20 @

this Law, within the procedure of intensified idéination and monitoring of the

client,:
1.0Obtain data on the source of assets and propeatyatte or will be the

subject of business relationship or transactiomfidocuments and other
documents submitted by the client. Once those citaot be obtained in

aforementioned manner, a person under obligaticul stbtain them
directly from a written statement of the client.
2.Employees of the person under obligation, who perfo procedure fo
establishment of business relationship with thentliwho is a foreigr
politically exposed person, shall secure a writteonsent from its
supervisor for entering into a correspondent rextesthip.
3.Upon entering into a business relationship, a petsaer obligation will
monitor transactions and other business activibiea foreign politically
exposed person, which are performed through persadgr obligation
using identification and monitoring procedure.
In accordance law on amendments to the law on pteve of money launderin
and financing of terrorist activities
Article 13
Politically Exposed Persons
Article 22 shall be amended and read:

(6) Persons under obligation shall establish an adeqratedure for
determining whether a person from Bosnia and Herdeg or from abroad
has been politically exposed. They shall defindhqarocedures through thei
internal document, following, at the same timedglines issued by
institutions in charge for supervision, as referti@h Article 68 of this Law.

(7) A politically exposed person as referred to in Itemwf this Article shall
include any physical persons as defined by Law€amflict of Interest in
Bosnia and Herzegovina.

(8) The closest family members of persons referred ttein 2 of this Article

n
SS

e

=n

D

1%

=

=

are: spouses, parents, brothers and sisters, eiddrd their spouses.
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(9) Close associates referred to in Item 2 of thischatinclude all physical
persons who participate in the gain of assetseirabusiness connection o
are connected in any way with the business.

(10)When a client who enters into a business relatiaooducts transaction or
a client on whose behalf enters into a businesgioal or conducts
transaction is a foreign politically exposed persoperson under obligation
shall, in addition to measures referred to in Aeti20 of this Law, within the
procedure on intensified identification and monitgrof a client, carry out
the following measures:

d) Collect data on source of assets and property whastbeen or shall be
the subject of a business relation or transactiom fdocuments and othg
documentation submitted by a client. When such dataot be collectec
in a described manner, a person under obligatiat ghtain it directly
from the written statement of a client.

Employees of a person under obligation which cotsltie procedure o

establishment of a business relation with the tli@ho has been a

foreign politically exposed person, shall provideritten approval of its

supervisory or responsible person prior to enteinitg such type of a

relation.

Upon initiating business relation, a person undiigation shall monitor

transactions and other business activities camigdby foreign politically

exposed people who are conducted through persasr ohtigation by
applying procedures of identification and monitgrin

e)

f)

i

-

“Tipping off”

Please indicatg
whether the
prohibition is
limted to the
transaction repor
or also covers

ongoing ML or TF
investigations.

%

t

Law
On the prevention of money laundering
And financing of terrorist activities
Article 62
(Protection of Data Secrecy)
1. A person under obligation and its staff, includittg members of the Boar

supervisory, and other executive bodies or othesqms which have access to se¢

data, shall not reveal to the client or third parfee forwarding of information, dat
or documentation about the client or to FID or tih&t FID in accordance to article 4
of this Law temporarily suspended transaction,awreginstructions to a person ung
obligation.

2.Information about FID requests, or about forwardingormation, data of

documentation to FID, and about the temporary suspe of a transaction ¢
instructions in accordance to paragraph (1) of Antgcle, shall be treated as sec
information.

3.The FID, other official person, or Prosecutor cangiwe information, data an
documentation collected in accordance with this tawersons to which they ref
to.

4.The FID shall decide on removing the classificatibsecret information.
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With respect to the

prohibition of
“tipping off” please
indicate

there are

whether

D

circumstances

Article 63
Exceptions to the Principle of Keeping the Datar&eg
1.When forwarding data, information and documentatiorthe FID in accordanc
with this Law, the obligation to protect bank, mess, official, lawyer, notary @
other professional secrecy shall not apply to #rs@n under obligation, authoriti

e
r
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of BiH, Federation of BiH, RS and &o District; organisations with publi

C
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where the
prohibition is lifted
and, if so, the
details of such
circumstances.

authorisation, prosecutors, court and their pershnmless stipulated otherwise
this Law.
Article 64
(Use of Collected Data)
1.FID, persons under obligation referred to in Adiel of this Law, state bodie
legal persons with public authorisations and othdsjects and their employee

may use the data, information and documentatioaidd in accordance to thi

Law only for the purpose of prevention and detectid money laundering an
financing of terrorist activities, if not stipulat@therwise by this Law.

n

(2]

Sv

“Corporate liability”

Please indicatg
whether corporats
liability can be

applied where ar
infringement is
committed for the
benefit of that lega
person by a perso
who occupies &

[

leading  position
within that legal
person.

o

N

1 person and the perpetrator for the same crimirfaheé.

CRIMINAL PROCEDURE CODE
OF BOSNIA AND HERZEGOVINA
CHAPTER XXVII
PROCEEDING AGAINST A LEGAL PERSONS

Article 375
Joint Proceeding
n(1) A joint proceeding, as a rule, shall be ingtitbland conducted against a legal

(2) Proceeding against only a legal person maynstiuted or conducted when it is
not possible to institute or conduct the proceedigainst the perpetrator because ¢
the reasons provided by the law or when the prangejainst the perpetrator has
already been conducted.
(3) In the joint proceeding against the indictegbleperson and the indicted
perpetrator, one indictment shall be brought arelardict shall be pronounced.

Article 376

Purposefulness ofitnghg the Proceeding

The Prosecutor may decide not to request institudfaa criminal proceeding againg
the legal person when the circumstances indicatattivould not be purposeful,
because the contribution of the legal person tatmemission of the criminal offens
was insignificant or the legal person has no prigpar has so little that it would not
be enough to cover the costs of the proceedinfjaobankruptcy proceeding has be
instituted against the legal person or if the pegper is the only owner of the legal
person against whom the proceeding should beuitesit

Article 385

Verdict agst the Legal Person

Beside the contents stipulated in the Article 2Bthis Code, a written verdict shall
contain the following:
a) In the introductory part of the verdict, thehalsbe a name under which the legs
person acts in legal dealings pursuant to regulatind its seat, as well as the first
and the last name of its representative who wasepteat the main trial.
b) In the pronouncement of the verdict, there dhalh name under which the legal
person acts in legal dealings pursuant to the atignk and its seat, as well as the
provisions of the law under which the legal perisoimdicted, released from charge
or the provisions under which the charges have Hesnissed.

Article 386

Security Measure

(1) In order to ensure enforcement of a punishnferfgiture of property or

—

—

[72)

forfeiture of property gain, the Court may ordenpmrary security against a legal
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person, at the proposal of the Prosecutor. Incds®, the provisions of Article 202 ¢
this Code shall apply.
(2) If there is a legitimate fear that an offensk e repeated within an indicted leg
person and that the legal person will be respoagihd if there is a threat that an
offense will be committed, the Court may in the sgmocedure, except for the
measures from Paragraph 1 of this Article, imposma restriction on the legal
person to carry out one or more activities.
(3) When the criminal procedure is instituted agathe legal person, the Court ma
at the proposal of the Prosecutorearofficiq forbid status-related changes, the
consequence of which would be deletion of the Ipgason from the Court registry.
The decision on this ban is registered in the Cagistry.
Article 387

Application of Otherd®isions of This Code
Unless otherwise stipulated, the appropriate prowssof this Code shall be applied
accordingly against the legal person even if tleeg@dure is conducted only against
the legal person.

Can corporate
liability be applied
where the
infringement is
committed for the
benefit of that lega
person as a resu

D

It

of lack of
supervision of
control by persons
who occupy a
leading  position
within that legal
person?
DNFBPs
Please specify LAW
whether the ON THE PREVENTION OF MONEY LAUNDERING
obligations  apply AND FINANCING OF TERRORIST ACTIVITIES
to all natural and Article 4
legal persons (Persons under Obligation of implementing measures)
trading in all goods 1. Measures for detecting and preventing money laumglemd financing of terrorig
where  payments activities shall be carried out according to thaam,. when conducted by perso

are made in cash i
an amount of £
15 000 or over.

n under obligation as listed below:

a.Banks

b.Post offices

c.Investment and mutual pension companies and rezgr df the legal form;

d.Authorised intermediaries trading in money markstriuments, foreign exchang
exchange, interest rate and index instruments,sfeaable securities an
commodity futures trading;

e.Insurance companies, brokerage companies in insgransurance representati
companies and insurance representatives havingicrese for performing life
insurance operations;

al

=%

—

f. Casinos, gambling houses and other organizers miegeaf chance and spec

al
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lottery games, particularly betting games, gameshahce on machines, internet

games and other telecommunication means;
g.Currency exchange offices;
h.Pawnbroker offices;

i. Public notaries, lawyers, accountants, auditors &ghl or natural persons

performing accounting and services of tax advising;
j. Privatisation agencies;
k.Real estate agencies;
I. Legal and natural persons performing the followaagvities:

= Receiving and/or distributing money or property foumanitarian, charitable

religious, educational or social purposes,

Transfer of money or value,

Factoring,

Forfeiting,

= Safekeeping, investing, administering, managingdwising in the management
property of third persons;

m. Issuing, managing and performing operations withitdend credit cards an
other means of payment,

n.Financial leasing;

0.Issuing financial guarantees and other warrantidscammitments;

p.Lending, crediting, offering and brokering in thegotiation of loans;

r. Underwriting, placement and brokering in insurapokcies;

s.Organizing and executing auctions;

t. Trade in precious metals and stones and produals fnam these materials;

u.Trading with works of art, boats, vehicles and raifts;

v.Persons referred to in Article 3, item 13 of thaiL

Article 29
(Limitations of Cash Payments)
1. Persons which are not persons under obligatiferred to in Article 4 of this Law
who perform activities of sale of goods and sewiceBosnia and Herzegovina, w
not accept cash payment if it exceeds 30.000 Khinftbeir purchasers or thir
parties in case of sale of individual goods andises. Persons performing activi
of the goods sale also include legal and naturedgms, who organize or perfor,

auctions, which concern works of arts, noble metalgprecious stone or similar

products, and other legal and natural personsviagetash for goods and services
2. Cash payment limitation, referred to in the pyas paragraph, shall be appli
even when the payment is performed in several aadecash transactions, a
when its total value does not exceed 30.000 KM.

3. Persons who are not persons under obligatidaged to in Article 4 of this Law|
and which are engaged in activity of the sale afdgoand provide services, w,

receive a payment referred to in paragraphs 1 aofdi#is Article from the client of

third party on his/her transaction account, ex@fapdt anticipated otherwise by son
other Law.
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3. Appendices

3.1. APPENDIX I - Recommended Action Plan to Improve the AML / CFT System

AML/CFT System

Recommended Action (listed in order of priority)

1. General

No text required

2. Legal System and Related
Institutional Measures

2.1 Criminalisation of Money
Laundering (R.1 & 2)

e The authorities of Biko District should criminalise

e The Bosnian authorities should address the lacklexdr
demarcation between the scope of the money laurgleri
offences in the different Criminal Codes. It |is
recommended that consideration should be givenoas t
whether it would be more effective to restrict mlbney
laundering cases to the State Court, and abolisitiiity
and Brko District jurisdictions.

e If money laundering is not criminalised exclusivedy
state level, the conditions in CC-BiH Article 209&hould
be reviewed, especially those not related to value
thresholds as, in the view of the evaluators, tkistiag
conditions are overly ambiguous and thus very @hjito
be adequately proven in a criminal procedure. @&hes
should, therefore, either be replaced by more gegci
criteria (like the involvement of organised crimibain
the predicates, the fact that the offence was cdimdhon
the territory of more than one non-state levelsdidtion
etc.) or substituted merely by the application alue
limitations.

e As a minimum requirement, definitions of value
thresholds should be publicly known and should| be
provided for by the legislation (such as the Crishin
Code). At the State level, steps need to be takéill the
gap between positive criminal law and actual juici
practice by finding an adequate legislative sohufitstead
of the currentontralegeminterpretation of the law.

« Definition of money laundering offences should |be

brought fully into line with Article 3 of the Viera
Convention and Article 6 of the Palermo Conven#srfar
as material elements of the offence are concerned.

market manipulation in their respective legislat{either
in the Law on Securities or elsewhere) to ensuat tie
range of offences which are predicates to maney
laundering include all required categories of offesin all
the relevant forms.
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Investigators and prosecutors need to have a
understanding of the importance of money launde
beyond the tax evasion and fiscal predicates if egg
laundering criminalisation is to be meaningful. étfive
implementation of money laundering incriminatiorostal
urgently be achieved beyond the tax predicate.
Financial investigation into proceeds needs to lmecan
integral part of investigation of various proceg
generating offences. For this to be achieved, n
resources and training are needed especially by,
prosecution service.

State-level incrimination as well as those in tleelération
and Beko District should expressly include “ow
proceeds” laundering or, at least, appropriate ancd
should be given to practitioners in this respectlinthe
three jurisdictions where self-laundering is nopleitly
covered by law (especially in the Federation antk®
District where there is no relevant judicial praeteither).
Authorities of Republic Srpska should review thdigyo
reasons whether and why it was considered expediah
proportionate to threaten self-laundering with Ileig
penalty than money laundering by third parties.

The language of money laundering incrimination
penalties should be harmonised across the Statt tbe
Entities, and Btko District.

The uncertainty over whether the intentional eletman
ML may be inferred from objective factual circunstas
should be addressed by appropriate guidance fra
judiciary at the level of the Entities andcRo District.
Legislation should be introduced at all levels lova the
prosecuting and convicting of defendants in abaenti
Domestic authorities should, at all levels of jdiision,
consider whether the benefits of negligent mo
laundering in the statute are being maximised.

The backlog in money laundering cases pending befar
Court of Bosnia and Herzegovina is a problem thastn
be addressed by state-level authorities. It ismenended
that appropriate training of the judiciary and gagors
be provided.

Comprehensive and detailed statistics on mq
laundering investigations, prosecutions and coiornstor
other verdicts need to be maintained. Such dtHi
should provide statistical information on the urgag
predicate crimes and possibly on further charastiesi of
the respective laundering offence (whether it
prosecuted autonomously etc.). The provisions afcker
60 of the new AML Law, which requires that compét
prosecutors’ offices and courts forward statistidata to
the FID on a regular base (twice a year) on indéctts
and valid court cases related to the offences ofeay
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laundering and terrorist financing, including dkdi
information on the persons indicted and also on
respective criminal acts and the amount of ag
temporarily seized in the criminal procedure shohkdl
fully complied with.

2.2 Criminalisation of Terrorist
Financing (SR.I)

Criminal laws should be amended to incorporate
funding of terrorist organisations and individualrorists,
both at State level and that of the Entities andk®t
District.

Domestic authorities at all competent level shadtsfy
themselves that the full definition of "funds” acdimg to
Criterion Il.1b is properly covered by the curréatrorist
financing offences.

Consideration should be given to whether the filanof
terrorism should remain criminalised at all leved$

legislation in Bosnia and Herzegovina or be quedifi

among those exclusively dealt with at state level.
Consideration should be given to abandoning theafig
“double definitions” of legal terms pertaining taminal
substantive law in multiple legal sources.

2.3 Confiscation, freezing and
seizing of proceeds of crime (R.3)

Consideration should be given to the fact thatgbecific
confiscation regime applicable in money laundeages
pursuant to Article 209(4) and identical provisionsion-
state level Codes do not provide for value confisca

The provisions on confiscation in the Criminal Couofe)
Republic Srpska should be amended to enable

the
sets

the

the

confiscation of income or other benefits. Equally,

confiscation of proceeds commingled with legitim
assets should also be provided for.

Competent authorities at State level and also ia
Federation of Bosnia and Herzegovina andkBrDistrict
should review the articles in the respective Crathidodes|
that provide for the confiscation of instrumentakt and
other objects with the aim of removing or, at le;
concretising the overly vague conditions under Whus
security measure can be applied (absolute necesaiigd
on public safety or moral reasons etc.) so that
confiscation of such objects can actually be mangat
The authorities of Republic Srpska should cons
introducing compulsory confiscation of such objg
instead of the current, discretionary provision thme
Criminal Code of Republic Srpska Article 62(1).
Removal of overly insubstantial preconditionsiofrem
confiscation of instrumentalities and other obje
(“interests of general security” etc.) should tpkece at all
levels.

Consideration should be given to provisions in
criminal procedure which would enable the configrabf
proceeds where the criminal procedure cannot
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perpetrator or for any other reason, on conditf@t there
is a proof that the assets derive from crimina¢odes.
Legislative provisions should be introduced atealkls to
allow for the voiding of contracts.

domestic authorities should review the pract
functioning of provisions on confiscation and psignal
measures to assess their overall effectivenesssioe that
they are fully operational and to satisfy themselreat the
necessary tools are really in place for a compaaid
effective system. Such a review should primarily
supported by compiling and maintaining of compresiian
and precise statistics on the volume and effectiserof
confiscation and the provisional measures.

Domestic authorities should review the spec
confiscation rule in CC-BiH Article 209(4) and idaal
non-state rules either in themselves or in comhinawith
Article 74 to consider whether these provisions\alfor
the mandatory confiscation of instrumentalitiesduseor
intended for use in the commission of a money latind

cal

be

ific

offence as far as such objects are not owned by the

perpetrator and introduce legislation to for remealyhis
apparent weakness of the system.

The evaluators understand that provisional meastaas

only be carried out, as a general rule, by thesi@tiof a
preliminary proceedings judge as from the initiataf the
investigation. Domestic authorities should reassiss
extent to which this structure might delay or evwmder

the seizure of proceeds, if once applied in a @Bagr

money laundering case. They should also reconsider,

whether the immediacy of such measures could bbéer

provided by allowing the prosecutor, in extremelgent
cases, on his own authority, to order the investig3
bodies to carry them all out, subsequently obtagirtime
approval of a judge.

The possibility of obtaining bank information wighview
to freezing of assets, as is provided by Articl¢1ly2nd
(4) of the CPC-BiH (and identical non-state prais)
appears to be unnecessarily restricted; or at Easted
down in concrete cases by factors originating ithesi
incomplete secondary legislation or simply throg
inaccurate communication between the state auib®
and the financial industry. This results in dugation of
the court procedure when bank account informatesds
first to be obtained for applying for a freezingder.
Domestic authorities should reassess this pote
shortcoming and seek for a solution.

Legislative amendments should be introduced tdéhtce
explicit provisions to prevent or void contractwal other
actions where the persons involved knew or shoakk
known that as a result of those actions the autbs
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would be prejudiced in their ability to recover peoty
subject to confiscation.

A much greater emphasis needs to be given to Kiegts
of provisional measures at early stages of invastigs to

support more confiscation requests upon convictién.

clear understanding is required of how early irmanal

investigations the preliminary measures could Herta

and the practitioners should be orientated, eithgn
adequate guidance or training, to apply these messas
early as possible to prevent dissipation of proseed

In most of the cases, the prosecution is still tyal
targeted at proving the predicate crime and thuturtber
investigation takes place to follow the trail ofet
proceeds. As far as this is result of inadequaiirsg and

&

in

h

lack of necessary trainings these shortcomings must

urgently be remedied by competent authorities &t
levels. Equally, the authorities should seek farokution
to the problem underlying this trend, that is, theerly
high standard of proof applied by the trial cowtih
regard to the confiscation of the proceeds of crime
Legislators at all levels should consider ensutimat, in
certain well-defined serious proceeds-generatifignoks,
elements of practice which have proved of valuevetere
should be considered, including the reversal oftilnelen
of proof, post conviction, as to the lawful origihalleged
criminal proceeds or the utilisation of the citésdards of
proof as to the lawful origins of proceeds. In théspect,
particular emphasis should be given to explainiogv
The Criminal Code of Bosnia and Herzegov
Article 110(3) and corresponding non-state g
provisions are intended to work. As far as RS arah
legislation is concerned, the examiners share theian
of the local authorities that the Criminal CodeRefpublic
Srpska, which currently lacks such a provision, ush
also be harmonised in this respect
Authorities at all levels should establish unifisgstems
for keeping statistics on the amounts of propedized
and confiscated, and designate competent bodiethifo
purpose, in line what was recommended by the rfinshd
report. In this respect, the evaluation team canmsidt
more practical to address this question on a Boani#
Herzegovina wide basis and not separately for &antty
and Bgko District.

Consideration should be given to establishing apmient
agency with adequate procedures for keeping
managing seized and confiscated assets, and
introduction of an asset forfeiture fund as well a
mechanism for asset-sharing, in line with the legise
initiatives currently being in the draft phasel tountry.
Such an agency could optimally be set up at thel lef/
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the State

2.4 Freezing of funds used for
terrorist financing (SR.1II)

A single, effective system for implementation witho
delay by all financial institutions for the freeginof
accounts of persons named on the respectivettigjsther
with the provision of clear and publicly known gaitte
concerning their responsibilities should be introetl
Procedures for considering de-listing requests |and
unfreezing assets of de-listed persons should bateut
and/or publicised.

A procedure for unfreezing in a timely manner thads
and assets of persons inadvertently affected birélezing
mechanism upon verification that the persons areario
designated person should be created and/or puddicis
An effective regime of monitoring of the privateck®’s
compliance with freezing assets of designated perso
whether any of the recommendations in the Besttieeac
Paper had been implemented should be introduced.
The relevant parts of the Best Practice Paper dhbe
considered and implemented.

2.5 The Financial Intelligence Unit
and its functions (R.26)

FID should develop its database capability as asliits
analytical tools and make far greater use of eleatr
means of monitoring and analysis.

Article 51.5 of the new AML Law needs to be amentted
allow FID to disseminate information on its owntiafive
to domestic authorities for investigation or actiwhen
there are grounds to suspect money laundering and/o
terrorist financing.

Staffing of the Investigation Department at FIDnist in
proportion to the commonly understood expectatiohs
other law enforcement agencies regarding FID's ol
initiating ML investigations in BiH. FID should rka it a
priority to attract suitably qualified staff tolfithe current
vacancies.
FID's operation is isolated from the general law
enforcement effort due to restrictive interpretatiof
existing laws, and other organisational issuesnaifgial
intelligence at FID is not requested by or dissextdd to
other law enforcement agencies at the level ofetht@ies
and Beko District when investigating predicate offenges
or money laundering. The evaluators consider ithat
vital that there is full and effective cooperatioetween all
relevant bodies in the entities andéBy District and the
FID, in particular, the Working Group of Bosnia and
Herzegovina Institutions related to the Preventioin
Money Laundering and Terrorism Financing should enak
it a priority to achieve full cooperation betweetl |a
relevant bodies.

4%

2.6 Law enforcement, prosecution
and other competent authorities

ML and FT should be set as a higher priority fow la
enforcement. The money laundering offence shouldrie
integral part of an investigation when investiggtia
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(R.27 & 28)

predicate offence involving a funds generating eri
Prosecutors should also place a greater focusrgatiiag
and proving ML as well as the underlying peade crime,
In addition much greater efforts should be put inéeing,
seizing freezing and confiscating the proceedserim
BiH should address the problems facing the prosaty
and judiciary by increasing resources and stafiingrder
to deal with the backlog of cases related to ser
economic crimes affecting not only the effectivenekthe
judicial process but also the investigative capaeftlaw
enforcement agencies in the BiH.

A clear AML CFT national strategy should be prepare

with set goals to be achieved by law enforcemenligsg
on all levels, including the state, entity, and toaal
levels. The main goal of such a strategy should
increasing the effectiveness of action taken agatims
proceeds of crime by harmonising the independent
enforcement efforts against predicate offences, kiig
tax evasion.

Considering the pivotal role of prosecutors, mees
should be taken to raise awareness among pross@utd
judges both of the overall AML/CFT legislation, a
particularly of the money laundering offence.
Measures should be taken to enhance national catigre
and information exchange between all agencies web
in the investigation of predicate offences, taxenffes, ang
ML.

Special investigative techniques should be utiliged
investigate money laundering.

All law enforcement authorities should continue
strengthen inter-agency AML/CFT training programs
order to have specialised financial investigatord
experts at their disposal.

Corruption is a problem and it continues to be @bfam
for all law enforcement bodies and the judicialtegs
The perception of corruption undermines confidendbe
various law enforcement agencies, prosecutorsesffand
the judiciary and inhibits inter-agency cooperati
Initiatives to eliminate corruption need to be ntained.
Little or no use is made of statistical data togppint areas
of risk or highlight where resources are requirddwas
the view of the evaluators that the statistics thvate
provided had been prepared largely to support
evaluation visit. It is recommended that comprehen
statistics on all aspects of money laundering @nabitist
financing should be maintained and regularly aredym
order to assess the effectiveness of the systenmahe
improvements where necessary.

ou
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a
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2.7 Cross Border Declaration &

There is an urgent need to adopt a legislativentegin

the state level of BiH for full implementation oRSX to
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Disclosure

include domestic cash and negotiableuments.

The Indirect Tax Authority of Bosnia and Herzegav
does not appear to be fully involved in implemegtthe
current partial regime existing on the entity leuelthe
context of AML CFT according to SR IX efficientlynd
effectively. In particular it lacks the appropdagbowers

and tools to do so. A significant number of essénti

criteria do not appear to be met and there is therea
need to review the whole framework of cross bof
declarations and disclosures against the essanmtiatia
for SR IX.

Adequate funding and training is required for Costand
the financial sectors to implement and respecttisoms
and tax legislation.

3. Preventive Measures —
Financial Institutions

3.1 Risk of money laundering or
terrorist financing

3.2 Customer due diligence,
including enhanced or reduced
measures (R.5 to 8)

Article 28 of the Law on Foreign Exchange should
reviewed.

an obligation to apply the CDD measures when cagry

out occasional transactions that are wire transsbmild
be introduced by legislation or other enforceabéans.
A review should be undertaken of the definition

“transaction” in the new AML Law which may not

necessarily include “cash transactions” and heheeetis
doubt on the application of CDD measures.

An awareness raising programme together with aliadieck
guidance on the applicability of the risk basedrapph
for CDD should be developed.

Although specific provisions have been includedthe
new AML Law imposing an obligation for the veriftoan
of the identity of customers, these provisions dut
address the timing of verification and, therefotke
Decisions on Minimum Standards should accordingly
reviewed.
The relevant authorities should ensure there igavess
and understanding by the industry on the newlyahiced
concept of the beneficial owner, and a revisiopassibly
Article 15 of the new AML Law should be considered.

An obligation for all obliged entities and persot®
identify the ‘mind and management’ of a legal per
beyond the requirements for banks should be inted
under the relevant Decisions on Minimum Standard
the respective Banking Agencies.

An obligation for the termination of business whexg
business relationship is established but the ifieation
process cannot be completed should be considered.
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A legal obligation to apply CDD measures to exigf]
customers beyond what is currently provided forksg
under the relevant Decisions on Minimum Standa
should be introduced.

At the time of the on-site visit PEPs were onlytiadly
and limitedly addressed and only for the bankingtee
However even these provisions did not entirely cdhe
requirements for Recommendation 6. There did npeap
to be any similar provisions for the whole finaha&actor.
Although the new law now provides for the treatmeh
PEPs there is a need to create awareness and @
guidance on the identification process, includirigeve the
beneficial owner is a PEP.

The coverage of correspondent banking is
comprehensive and does not appear to specificalgrg
respondent bank’s relationships. Although corradpat
banking is now included under the new AML Law, {
issue of ‘payable through’ accounts is not addicskds
advisable that (cor)respondent banking relatiorsship
reviewed accordingly.

Although it appears that electronic business in
financial sector is low, there are no obligatiors
financial institutions to have policies in place pevent
the misuse of technological developments. This lshbe
provided for in the new AML Law which to date domst
address this issue.

There is a need to clarify Article 10 of the relsw
Decisions on Minimum Standards with regard to nacef
to-face business.

Following the introduction of the new AML Law,
revised Book of Rules, providing guidance on
implementation and more awareness on the par
‘persons’ under obligation’, albeit to differentgtees, on
the concepts and the philosophy of the law andr{
obligations, needs to be adopted..

3.3 Third parties and introduced
business (R.9)

Although the old LPML does not specifically prohilair
allow third party reliance or introduced businddswise
it does not specifically allow it. However thereeg
provisions that appear to indirectly allow suchgedures
This is particularly so in relation to the use ofranies
specialised in customer due diligence. The absehseach
companies, though recognised, impacts on procedar
licence and regulate them. This creates an unogrtas to
whether third party reliance is allowed or n
Notwithstanding the fact that the new AML Law haswn
clarified this doubt in that it specifically allowpersons’
under obligation’ to rely on third parties, as defi by the
new AML Law, yet the new provisions do not fullyves
the FATF criteria for Recommendation 9. In
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circumstances it is recommended that the legiglatind
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other relevant provisions be revised such that |the
obligations and requirements should be harmonisigtd |w
Recommendation 9.

3.4 Financial institution secrecy or| * No recommendations

confidentiality (R.4)

3.5 Record keeping and wire . AIthoggh both the old and the new AML Law; req_uhle
transfer rules (R.10 & SR.VII) retention of_aII docgmentatlon and information daixd
on the basis of this Law, yet both laws fall shoft

meeting all the essential elements of Recommendatio
In particular there is no distinction between idfgcdtion
and transaction information; and there are no ¢lear
provisions for the initiation of the 10 year reientperiod.
The availability of identification information and
transactions data to the authorities is indireatligressed
with the only reference on obliged entities beihgttof
delivering the data “without delay or within 8 d&yo the
FID upon its request. The provision of such dataht®
supervisory authorities would however be coveredhay
general relevant provisions for the supervisonhairities
under the respective legislation (for example thgvd on
Banks). It is therefore recommended that the gions
on record keeping under Article 65(1) of the new lae
reviewed and extensively updated and broadenedett |m
the requirements under Recommendation 10. In |this
respect the revision should definitely differerdgiietween
identification data and transaction data, includimg off
or occasional transactions. In this context theieme
should ensure the establishment of the commenceafent
the retention period under each circumstance.
e Although wire transfers are covered by the Law |on
Payment Transactions of both Entities andkBrDistrict
yet most of the criteria for SR VII are not metths Law
only covers the technical operational aspects. nbe
AML Law now addresses some of the missing aspects
identified at the on-site visit. The new law howewdoes
not differentiate between domestic and cross-border
payments and hence it is difficult to identify cdiapce
with the respective criteria. Notwithstanding, is
recommended that specific legal provisions be thioed:

. to ensure that full originator information accomiear
cross-border transfers;

. to establish what information should accompany
domestic transfers;

. to ensure that the Post Office is monitored on| its
compliance with such regulations as may be estadlis

. to ensure that appropriate sanctions can be and are

applied for non-compliance.

e |t is recommended that Recommendation 11 | be

3.6 Monitoring of transactions and ” o
g specifically addressed through a revision of the AdvIL
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relationships (R.11 & 21)

legislation and an evahtoonsequent revision of th
Banking Decisions for Minimum Standards
It is recommended that a specific obligation bduded
for financial institutions to give special attemtioto

business relationships and transactions with filzhnc

institutions and other legal/natural persons fraantries

e

that have inadequate AML/CFT measures in placeh $uc

an obligation should go beyond the ongoing monitpof
accounts.

3.7 Suspicious transaction reports
and other reporting (R.13-14, 19, 4
& SR.IV)

’5

The evaluators were, concerned about the low lefe

transactions reported, particularly as all STRseired

were from banks with none received from the inscegan

and securities sectors. It was noted that thereanaigh
level of misunderstanding together with a lack
awareness within financial institutions concernitige
reporting obligations. The evaluators recommerat H
programme is undertaken with financial institutiotts

of

raise awareness of the STR regime. This programme

should emphasise the difference between largedcting
reports and suspicious transaction reports.

It was also noted that in Republic Srpska STRs were

submitted to the Banking Agency rather than to SIRA
is strongly recommended that all STRs be reporteztd
to SIPA and not via an intermediate agency.

there appear to be conflicting reporting requiretsg
between the requirements of the New AML Law ara
Law on Banks in Republic Srpska and FBiH. T
evaluators therefore recommend that the Law on 8amn
Republic Srpska and FBiH should be amended to rer
any conflicting reporting requirements.

The evaluators recommend that appropriate clatidinaf
the word “odnosno” be made to clarify that suspicaf
terrorist financing may arise in cases where fuamgsnot
derived from criminal activity.

The provisions in the new AML Law, which ha
enhanced those of the previous law, cover someesits]
of the essential criteria for Recommendation 14weler
the evaluators have two main concerns. First, han
application of the protection to all directors, ragaments
and officers of a ‘person under obligation’. Seatoon the
use of the words “who have access to secret datifiey
could create a loophole in the law where infornmaiian
be disclosed without breach of the legislation. e]
evaluators therefore recommend a revision of the
provisions to cover such eventualities.

With regard to the cash reporting regime, it
recommended that that the computerised databas
reviewed to ensure that all large cash transactmorts
are properly input. Furthermore a computeri
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exceptions reporting system should be developeq
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replace the current manual review by FID analysts.

Following the introduction of provisions with a noktory
obligation to provide feedback in the new law, Eipuld
provide further general and specific feedback taricial
institutions and DNFBPs incorporating, inter afigtistics

on the number of STRs, information on current ML

technigues and trends, as well as information aom
decisions and results of the analysis of STRs exrou

by the FID. No guidance has been provided to e n

banking sector on their AML CFT obligations. FID,
conjunction with the relevant supervisory bodiesuth
develop guidance for all financial institutions 4

th

nd

DNFBPs and ensure that an adequate awarenessgraisin

campaign is in place.

3.8 Internal controls, complianc
audit and foreign branches (R.15
22)

Article 32(2) of the new AML Law should be reviewead
relation to full exemptions from appointing an aartbed
person and from maintaining internal control by igdd
entities (persons under obligation) with four orsd
employees — and interpretatively, obliged natuesspns
Competent authorities, and in particular the FlBed to
be more receptive to requests for training by tiokistry.
Adequate screening procedures need to be in pladg
effectively applied when hiring people, if needtheough
mandatory obligations.

The obligations under Recommendation 15 need tq
applied to the entire financial sector.

Requirements for Recommendation 22 are only pbyrt

11

D be

al

addressed through the Banking Decisions on Minimum

Standards — more specifically only to a minor eii
through Article 2 — and through the new Article Btioe
new AML Law. However there are no provisions congr
the main requisites of the Recommendation. It
recommended that this matter be addressed thrcue
new legislation and through guidance issued by
relevant competent authorities.

3.9 Shell banks (R.18)

The definition of “shell bank” should be broughtarfull
compliance with the FATF Methodology.

Legislation should be introduced to provide foreaplicit
prohibition of establishing and/or continuing opiEna of
shell banks in BiH.

3.10 The supervisory and oversigh
system - competent authorities an
SROs. Role, functions, duties and
powers (including sanctions) (R.23
29,17 & 25)

Proportionate and comparable sanctions for 1
compliance with AML/CFT requirements need to
introduced throughout the applicable legislat
(harmonise the sanctions stipulated by differentityer
level laws) and all ambiguities on the applicapilibf
sanctions under the new AML Law should be removed
Legislation to provide for the sanctioning powefsttte
respective supervisory bodies in the insurance etg
should be introduced.

en
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Steps need to be taken to ensure that all requirsnod
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the new AML Law are enforceable (that is; sanctians
stipulated for non-compliance).

Administrative sanctions to be applied to the pgtints
of the insurance market for non-compliance W
AML/CFT requirements need to be introduced.

All sanctions should be reviewed to ensure thay te
effective, proportionate and dissuasive.

Legislation should be amended to introduce:

a) a prohibition for criminals and their associafemn
holding a significant or controlling share in seties
market intermediaries in FBiH and in BD;

b) a requirement for a clean criminal record of
managers of market intermediaries in BD; and

c) requirements for professional qualifications 3
expertise of directors and senior management
investment funds in FBIiH, in RS, and in BD.
Licensing/registration procedures should be deeldpr

ith

the

and
of

the persons involved in money transfer and exchange

services, as well as for the persons exercisingepsmnal
activities of sale and purchase of claims; safekegy
investing, administering, managing or advising he
management of property of third persons; issu
managing and performing operations with debit amediic
cards and other means of payment; issuing finaf
guarantees and other warranties and commitments
lending, crediting, offering and brokering in negtibn of
loans.

Steps need to be taken to harmonise the efficiaric
monitoring activities in respect of persons invalvin
money transfer and exchange activities.

Efficient, sufficiently frequent, risk-based supeign of
financial institutions needs to be developed
implemented.

FID and all other competent authorities need toothice
measures aimed at ensuring that obligors (espgdiad
representatives of DNFBPs) have a proper underisig
of their obligations under the AML/CFT framework.
Whilst the provision of comprehensive and exhaedlists
of indicators for identifying suspicious transaosoand
persons is commendable, supervisory authoritiesilgh
ensure that such indicators are not interpretedbeisg
conclusive such that the examination of transastion
only guided accordingly without any flexibility.

The supervisory processes of the FID and esta
mechanisms for the enforcement of its decisionantigg
removal of irregularities in the operations of @ers under
obligation should be clearly defined.

Adequate powers should be granted to supervisotiel
insurance market to monitor and ensure compliarite
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AML/CFT requirements and to take enforcem
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measures and sanction both the institutions/buséseand
their directors/senior management for incompliandgh
AML/CFT requirements.

An adequate structure, funding, staffing, and texin

resources should be made available for supervision

implementation of the national AML/CFT requiremehis
DNFBPs.

There is a need to define professional standandtugling
confidentiality and integrity requirements), andjuied
expertise/skills of the staff of bodies implemegt
supervision of DNFBPs.

3.11 Money value transfer service
(SR.VI)

It is recommended that the provision of money dueg
transfer services be reviewed particularly to emshat the
Post Office or any other agents appointed outside
banking system are subject to supervision.

The Bosnia and Herzegovina authorities should exami

the operations of Tenfore d.o.o within the contekthe
obligations of the obliged entities under ArticleoBthe

old LPML — now Article 4 under the new AML Law.

1=

Indeed, through the ‘Agent Compliance Manual’, the

company already seems to be imposing upon itsethios
AML obligations, in particular in reporting and piding
information to the FID. This is a positive initiati on the
part of Tenfore d.o.o0., however if there is a nded
Tenfore d.o.0. to impose such obligations this reenlld
be officially formalised through the AML LAW.

4. Preventive Measures — Non-
Financial Businesses and
Professions

4.1 Customer due diligence and
record-keeping (R.12)

The casino seems to be the only DNFBP that
identification procedures in place in accordancth whe
AML Law. The legal, notary and accountancy professi
are more guided by their governing laws as opptsdiade
AML Law. The Privatisation Agencies of both Ent#jeon
the other hand, appear to have some conflict atheg
identification requirements under the AML Law arick
financial ‘fit and proper’ assessment of an invegtdState
entities. It is recommended that the relevant aiithe
embark on a state wide programme of AML/C
awareness within the whole DNFBPs sector, the rsor
because of the coming into force of the new letimig
which now imposes specific requirements on the e/
DNFBPs sector in general and to particular elemeatse
specifically.

has

[
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Although the concept of PEPs under intensified

identification procedures is addressed through Il
provisions and hence also for DNFBPs, in practiee
issue of PEPs is not addressed by DNFBPs as thea

ega

2

complete lack of awareness of the risks involvedis |
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therefore recommended to introduce an awarenessg
understanding training campaign accordingly thrauwgh
the whole sector of DNFBPs as is also requiredstone
elements of the financial sector.

There is a need for increased awareness of thfieats
new or developing technologies among DNFB
although, as claimed, their activities are mosthated to g
one-to-one customer relationship. Developments
technology on the way of carrying out certain atiés
could however pose certain threats.

Although DNFBPs met by the evaluators claim thatyt
do not undertake non-face-to-face business, tharasu
obligations under the new AML Law call for mo
awareness of the procedures to be applied in
circumstances throughout the whole sector. Ihésefore
recommended that the need to conduct proper
diligence of non-face-to-face customers is inclugedny
awareness raising exercise.

There is a need for the DNFBPs to be made moreeaoia
the threats to money laundering and the financifig
terrorism arising out of large complex transactighat
may not have economic reasons. The need to anahg
understand such transactions cannot be over ensgda
It is recommended to statutory obligations to #ffect are
introduced for all obligors.

Record keeping procedures in the AML LAW need tg
revisited and clarified in accordance with the iegments
under Recommendation 10.

Although most DNFBPs have informed that th
undertake business on a one-to-one basis anddhatify
their clients directly, yet there is a need to ifyathe
position on third party reliance and introducedibess for
customer due diligence particularly since the neMiLA
Law now specifically provides for third party relice for
certain parts of the identification process applied

4.2 Suspicious transaction reportin
(R.16)

g

There appears to be a need to review Article lthefold

LPML — now Article 32 under the new AML Law - to

clarify in particular paragraph (3) and its appiica
regarding the appointment of the ‘authorised péraoad
the application of internal controls as requirediemthe
law for obliged small entities and natural person
considering further that these provisions have |
retained in the new law with specific provisions this
regard to the legal and accountancy professionss
recommended that the Law be clarified and thatRiz
carries out a monitoring exercise on its applicatand,
where necessary, imposes the relevant sanction
provided by the Law.

and
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aware of their important role in the AML/CFT regin
through guidelines and training thus ensuring that
understanding their role better, DNFBPs acknowleaiuy
implement their AML obligation further.

4.3 Regulation, supervision and
monitoring (R.24-25)

Legislation should be introduced to:

o0 define the basis for entity level Ministries
Finance and for the Tax Administration of BD
supervise  implementation of AML/CF
requirements by casinos.

0 prohibit individuals with criminal backgroun
from acquiring or becoming the beneficial owrn
of a significant or controlling interest, holdir
management functions in or being/becoming
operator of a casino.

o define the powers of the Chambers of Lawyg
the Chambers of Notaries, and the Association
Accountants and Auditors at entity level
supervise implementation of the obligations
forth in the new AML Law; establish systems g
mechanisms for them to ensure compliance of
respective obligors with the national AML/CH
requirements.

An authority should be designated to monitor ansues
compliance of real estate agencies and tradergeitiqus
metals and stones with the national AML/C
requirements.

FID and all other competent authorities need toothice

measures aimed at ensuring that obligors DNFBPe hav

proper understanding of their obligations under
AML/CFT framework.

FID should provide general and specific feedback
DNFBPs incorporating, inter alia, statistics on thenber
of STR-s, information on current ML techniques &
trends, as well as information on the decisions rasdlts
of the analysis of STR-carried out by the FID.
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4.4 Other non-financial businesses

and professions (R.20)

The scope of coverage of preventive measures wuathr
the old and the new AML LAW has been extendeg
other businesses and professions beyond the H
definition of DNFBPs. Monitoring and supervisi
mechanisms need to be put in place in order toitaro
the implementation of and compliance with requieais
for all categories of obligors.

Notwithstanding the measures taken and being tke
the Central Bank, there is a need to intensifydhee to
reduce the use of cash and develop further thefusere
modern and secure electronic means of settlemédre.
evaluators welcome the measures taken under the
AML Law through Article 29 limiting cash payments
persons and entities other than those under Adidéthe

to
ATF
bn

>

new

—

Law to €15,000. However, the evaluators do nosiotET
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this to be an overarching policy for setting up sivategy
for reducing the use of cash. In this regard sif
recommended that the Central Bank develop
document an overarching strategy to reduce theofis
cash

and
e

5. Legal Persons and
Arrangements & Non-Profit
Organisations

5.1 Legal Persons — Access to
beneficial ownership and control
information (R.33)

It is only in the new AML Law that the BiH legq
framework attempts to provide a definition of beacief

ownership. However there is no express requirerfn
the registration courts, while registering a busientity,
to identify and keep data on the beneficial ownigrsimd
control of legal persons. Thus, it is recommendied $uch
provisions should be in place in order to ensurectd
access to updated and accurate data which reflexteal
situation, as ensured by Article 15 of the new Aldw.

It is recommended that the updating of the Main iBob
Registration at the Courts is done in a timely naarfor
all legal persons including shareholding companigs

effective, proportionate and dissuasive sanctiamsldte
filing.

It is recommended that the obliged entities apptiiches
10 and 15 of the new AML Law better and verif
information through other public registers such the
Register of Securities.

There are concerns regarding the viability of theer
linked electronic database of the Main Book of Reggiag
the data started to be uploaded only in January 200
there are still legislative initiatives concerninthe
electronic signature, business, etc. Thus it ismenended
that all necessary measures be undertaken in fadéne
inter-linked (single) electronic registry to becorhdly

operational.

It remains unclear whether foreign legal person #iaw
bearer shareholding can be shareholders in antdbat
person registered in Bosnia and Herzegovina. |
recommended that the authorities consider claugfytinis
issue in the relevant company registration procesiur

es

5.2 Legal Arrangements — Access
beneficial ownership and control
information (R.34)

No recommendations

5.3 Non-profit organisations
(SR.VII)

No review of the adequacy of the relevant laws and
outreach has been undertaken by the authoritiesdigr to
identify the risks and prevent the misuse of NPOs
terrorism financing purposes. However, considerihg
existing risk, based on the concrete cases wher@s)

NP

have been involved in financing of terrorism adids and
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current on-going investigations of suspicious NPOs,
authorities should undertake a comprehensive revew
assess the adequacy of the national legal framework
related to NPOs, identifying the features and typés
NPOs (activities, size) that are at risk of beingused for
terrorist financing and implement measures to raise
awareness of the NPOs about the risks and measures
available to protect them against such abuse.

» The statistics on the number of the existing NPOBIH
are not accurate enough, considering the lack ofear
mechanism on the reciprocal recognition of assiotiat
and foundation and the possibility that certain [SRde
registered, for example, at the entity and statelland
counted twice. The authorities should undertpke
appropriate  measures for avoiding double/triple
registration and counting of NPOs and improving [the
mechanism of reciprocal recognition of associatiand
foundation.

* There is no single Register of non-profit orgarndsea, as
is the case with churches and religious communities
the authorities should consider introducing such a
centralised register for the aboveemtioned purposes
Also, considering the very limited number of NPQatt
decide to be registered at the state level, measimeuld
be undertaken in order to clarify the specific ttes and
entity registration, advantages of state registnatetc..

* In order to enhance the effective oversight of NRks
legal provisions regulating the NPO sector shquld
expressly appoint a competent authority to superthe
activity of NPOs. Inspections of NPOs’ activity st not
only be carried out for tax purposes, but be fodusewell
on verification if the funds have been spent in anner
consistent with the purpose and objectives of tiROkL
Furthermore, the NPOs’ reports on activity, inchglihe
financial reports should be required to be suffitie
detailed in order to cover this information.

» There should be express legal provisions requitiag the
business records of the NPOs are kept for at lbesst
years.

e The national cooperation and information exchange
between all agencies involved in the investigatioin
predicate offences, ML and FT cases, at the entiB®
and state level should be improved.

6. National and International
Co-operation

e The establishment of the Working Group is a welcome
positive initiative. However, the evaluators ndtattthere
are mixed views and opinions on the structure |and
effectiveness of the work of the Group. Indeed |the

6.1 National co-operation and
coordination (R.31)
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evaluators noted that at times the Working Group aray
mentioned because the matter was raised by them
some of the Group’s representatives. There appedrs
some elements of ‘tension’ in the Group. It is sgly

wit

recommended to address these matters for the Vprkin

Group to become more efficient and effective inwitark

as the evaluators are of the opinion that the Wigrki

Group is an important component of the whole system
The establishment and operation of the working grare
an important step towards enhancing inter-age
cooperation in BiH and in coordinating betwe
competent authorities domestically with each of
concerning the development and implementation
policies and activities to combat money launderamgl
terrorist financing. However, the working groupist and
should not be regarded as a replacement for acasal by
case inter-agency cooperation.

The focus of the working group should be in setting

national strategy for combating AML/CFT and imprayi
the actual exchange of information between all cetet
authorities horisontally and vertically thus enhagcthe
systems capabilities in achieving measurable regullaw
enforcement (ML indictments forfeiture etc.).

The coordination role of the Central Bank with |
respective Banking Agencies is also a very impar,
element in the system, particularly to ens
harmonisation not only in prudential supervisior also

ncy

en
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he
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in matters related to AML/CFT supervision and

compliance. Again the evaluators could sense
divergent views from the Central Bank in looking
banking supervision being applied at State level e
views of the respective Banking Agencies who beli
otherwise. The evaluators recommend that irresgect
the outcome of any decision on the consolidation
prudential supervision, the current structure unthes
MoU in relation to AML/CFT issues should continwebte
applied and strengthened to be more effective.

6.2 The Conventions and UN
Special Resolutions (R.35 & SR.I)

The same comments as are made above in relati
implementation of the respective Conventions (asfigc
the Terrorist Financing Convention) and the UN Si&gy
Council Resolutions apply here (See section 2.dveb

6.3 Mutual Legal Assistance (R.36
38 & SR.V)

The identified legal deficiencies in the criminalion of
ML and TF may have a negative impact on provid
MLA in an effective manner and need to be addres
(See Sections 2.1 & 2.2 above).

The authorities of BiH should consider enablingdesimg
MLA in absence of dual criminality, in particulaorfless
intrusive and non compulsory measures.

Bearing in mind the direct co-operation between
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Ministry of Justice of BiIH and the national judic
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authorities, there should be in place clearer ridescting
in cases of conflict of jurisdiction between t
entity/district and state level.

Although there are no legal impediments for renug
MLA in cases involving fiscal matters or necessitly
disclosure banking secrecy, BiH authorities shg
undertake all necessary measures to ratify the tiddil
Protocol to the Convention on Mutual Assistance
Criminal Matters and to address the practical ol
concerning the banking secrecy raised by the putsex

Considering the initiatives of BiH authorities, ther steps
should be undertaken for establishing a mechanisr
order to avoid conflicts of jurisdiction.

The BiH authorities should consider the establightnod
an asset forfeiture fund.

Certain shortcomings related to the confiscatiogine
(see section 2.3 above) can represent impedimerttset
effective provision of MLA in this area and needte
addressed.

Bearing in mind that only 56,6% of the positionstlire
Sector of International and Inter-entity Legal Asance
and Co-operation are filled and that a part ofdtedf has
no higher education, BiH authorities should addrbes
staffing problems and assess the qualification o
personnel working within the sector.

The BiH authorities made some efforts aiming at
training of judges and prosecutors in internatiolegial
assistance by elaborating two publications on hragonal
Assistance and organising seminars in this areaveier,
a more comprehensive training programme is needed.
The BiH authorities should keep annual accurate
detailed statistics on all MLA and extradition regts
(including requests relating to freezing, seizingd
confiscation) that are made or received, relatinjit, the
predicate offences and FT, including the naturethef
request, whether it was granted or refused andithe
required to respond.

the

and

j*Y

6.4 Extradition (R.39, 37 & SR.V)

The BiH authorities should address the concerrtzdhin
states related to MLA - problems which occurred mvtie
entity level authorities were involved and whichultb
lead to a risk that MLA will not be rendered — irder to
ensure that MLA is provided in a timely, construetand
effective manner.

Further steps should be undertaken in order toestiie
problems related to the issue of dual citizenshipcaseg
of non-extradition of own citizens, the BiH auth@$
should make sure that internal criminal proceediags
instituted efficiently and in a timely manner.

BiH should address the identified legal deficiencia

criminalisation of ML and TF including, among othg
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that all designated categories of offences be eavby the
criminal legislation to ensure that dual crimingaljt
requirements do not represent an obstacle for dikitra.
This particularly refers to the fact that market
manipulation is, as mentioned above, not a criminal
offence in the law of Biko District.

e The BiH authorities should address the staffingofmms
and assess the qualifications of the personnel im@ik
within the Sector of International and Inter-entitggal
Assistance and Co-operation and develop a compsatee
training programme of judges and prosecutors| in
international legal assistance domain.

e It is recommended that the agreements with Crcatid
Montenegro are ratified as soon as possible.

=]

« It is recommended that the authorities develop |and
maintain appropriate statistics in order to assHus
effectiveness of the system. Such statistics shaa
reviewed regularly and necessary action taken suren
that the system is operating effectively

6.5 Other Forms of Co-operation
(R.40 & SR.V)

7. Other Issues

7.1 Resources and statistics (R. |30 See the recommendations relating to the other

& 32) recommendations above.

7.2 Other relevant AML/CFT * Norecommendations
measures or issues

7.3 General framework — structural * No recommendations

issues

3.2. APPENDIX II - Relevant EU texts

Excerpt from Directive 2005/60/EC of the EuropeanliBment and of the Council, formally adopted 20
September 2005, on the prevention of the use ofitl@cial system for the purpose of money launtgri
and terrorist financing

Article 3 (6) of EU AML/CFT Directive 2005/60/EC @" Directive):

(6) "beneficial owner" means the natural persom{® ultimately owns or controls the customer anttier
natural person on whose behalf a transaction avitgcts being conducted. The beneficial owner Elaal
least include:

(a) in the case of corporate entities:

(i) the natural person(s) who ultimately owns ontcols a legal entity through direct or indirectrmweship

or control over a sufficient percentage of the shar voting rights in that legal entity, includittgough
bearer share holdings, other than a company listeé regulated market that is subject to disclosure
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requirements consistent with Community legislatmmsubject to equivalent international standards; a
percentage of 25 % plus one share shall be deeufietient to meet this criterion;
(i) the natural person(s) who otherwise exercis@drol over the management of a legal entity:

(b) in the case of legal entities, such as foundati and legal arrangements, such as trusts, which
administer and distribute funds:

(i) where the future beneficiaries have alreadynb#etermined, the natural person(s) who is the fiaey

of 25 % or more of the property of a legal arrangenhor entity;

(i) where the individuals that benefit from theyéd arrangement or entity have yet to be determities
class of persons in whose main interest the legahgement or entity is set up or operates;

(iii) the natural person(s) who exercises contr@rd25 % or more of the property of a legal arranget or
entity;

Article 3 (8) of the EU AML/CFT Directive 2005/60EC(3rd Directive):

(8) "politically exposed persons" means naturakpes who are or have been entrusted with prominent
public functions and immediate family members, erspns known to be close associates, of such gerson

Excerpt from Commission directive 2006/70/EC of dgiist 2006 laying down implementing measures for
Directive 2005/60/EC of the European Parliamentaiitie Council as regards the definition of ‘pokly
exposed person’ and the technical criteria for $ifited customer due diligence procedures and for
exemption on grounds of a financial activity conggicon an occasional or very limited basis.

Article 2 of Commission Directive 2006/70/EC (Implmentation Directive):

Article 2
Politically exposed persons

1. For the purposes of Article 3(8) of DirectiveOBI60/EC, "natural persons who are or have been
entrusted with prominent public functions" shattlirde the following:

(a) heads of State, heads of government, miniatetsieputy or assistant ministers;

(b) members of parliaments;

(c) members of supreme courts, of constitutionairtsoor of other high-level judicial bodies whose
decisions are not subject to further appeal, exicegtceptional circumstances;

(d) members of courts of auditors or of the boafdsentral banks;

(e) ambassadors, chargés d'affaires and high-rquaificers in the armed forces;

(f) members of the administrative, management pestsory bodies of State-owned enterprises.

None of the categories set out in points (a) tof{fjhe first subparagraph shall be understoodoasring
middle ranking or more junior officials.

The categories set out in points (a) to (e) offitst subparagraph shall, where applicable, inclpdsitions

at Community and international level.

2. For the purposes of Article 3(8) of Directive08060/EC, "immediate family members" shall inclute
following:

(a) the spouse;

(b) any partner considered by national law as edent to the spouse;

(c) the children and their spouses or partners;

(d) the parents.
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3. For the purposes of Article 3(8) of DirectiveOBI60/EC, "persons known to be close associates! sh
include the following:

(&) any natural person who is known to have joiehdiicial ownership of legal entities or legal
arrangements, or any other close business relatiotisa person referred to in paragraph 1;

(b) any natural person who has sole beneficial oghip of a legal entity or legal arrangement whigh
known to have been set up for the benefit de fattbe person referred to in paragraph 1.

4. Without prejudice to the application, on a réglasitive basis, of enhanced customer due diligence
measures, where a person has ceased to be entwitftead prominent public function within the meagin

of paragraph 1 of this Article for a period of aast one year, institutions and persons referréu Aaticle

2(1) of Directive 2005/60/EC shall not be obligeccbnsider such a person as politically exposed.

3.3. APPENDIX Il — Information submitted by Bosnia andHerzegovina on the state of
compliance with the important deficiencies underettCompliance Enhancing Procedur&s

Recommendation 1

Deficiency (1) - ensure full compliance with Artiel 3 of the Vienna Convention and Article 6 of the
Palermo Convention by clearly incriminating the “@nsfer of property” in all Criminal Codes;

Article 209 of B&H Criminal Code, as well as Aric72 CC FB&H, Article 280 of CC RS and Article
265 of Brcko District CC (regulating the criminaifence of money laundering) are in compliance with
Article 3 of the Vienna Convention and Article 6tbe Palermo Convention, in a sense that the pediaid
the following actions: accessing, exchanging, néngi use in business operations, concealing, gtiam

to conceal and holding.

The entity legislation regulates that the rightaitcess presents a part of the ownership righitt to
property, implying the possibility of transfer ofvoership or seizure of objects. The Law on Proariet
Rights of RS (Official Gazette 124/08), The Law ©@wnership and Legal Relations of FB&H (,Official
Gazette. 6/98, 29/03,), the Law on Ownership arfttoReal Rights of the BD (,Official Gazette11/01,
8/03, 40/04, 19/07).

The relevant provision of the Law on ProprietargtiRs of RS states:

“The contents of the right to property

Article 17, Paragraph 1: Property is a proprietanght authorising the owner to freely, and in acdance
with their own will, holds and uses an object, ax@ludes everybody else from this right within lbméts
set by the Law”.

In relation to Article 6, Paragraph 1 of the Paler@onvention, the issue of connecting and affitigitfor
the purpose of execution or an attempt of executioagulated by Articles 247-250, Chapter XXII GH
titted “Conspiracy, Preparation, Associating andg#@ised Crime” (as well as Chapters XXIX CC
Federation B&H and Brcko District and Chapter XXXGC RS).

" MONEYVAL decided to apply Compliance Enhancing Ritbares at step (i) at the'$Blenary in respect of some core and key
Recommendations (R.1, R.5, R.26, SR Il and SR &if)}d also some other Recommendations (SR VIII aRd>g. It further
decided that the progress report to be submitteblet@4" plenary will be a merged one that will containliepto those important
deficiencies. This decision was reiterated at & @lenary meeting. This information was submittedthg BiH authorities in
reply to this decision.
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The criminal offence of assisting (including giviraglvice or instructions, removing obstacles, hiding
offences, perpetrators and means with which theno# was committed, as well as traces and objexnts f
the criminal offence) is provided for by the ArgcB1 of the CC B&H, and Articles 25 of CC RS, 250@
FB&H and 33 of CC BD.

We would like to point out that, in relation to Ate 6, Paragraph 2 of the Palermo Conventionthall
above mentioned Articles of the Criminal Codes &HBare related to all the criminal offences provdde
for by these laws, i.e. there are no limitationgwkt comes to predicate offences.

The definition of the money laundering criminalesfte is within the state level Law on the Preventd
Money Laundering and Financing of Terrorist Acfied, harmonised with the mentioned two Conventions
and the Third Directive (2005/60/EC).

Deficiency (2) - ensure the clear demarcation bedmethe scope of the ML offences in the different
Criminal Codes, to prevent conflict of competendetween state level and non-state level jurisditsio

In Paragraph 1 of the above mentioned Articlestf@ criminal offence of money laundering in the
Criminal Codes that are not at the state levelsaua provide for the minimal money or propertyueathat

is being laundered, which means that this Paragcaphbrs all the criminal offences of money launagri

up to 50,000 KM. In accordance with the interpietaiof the Supreme Court of RS, high value (“velika
vrijednost”) is 50,000 KM (legal position adoptedthe general assembly of the Supreme Court on June
30", 2004), covered in other Paragraphs of thesel&stic

Paragraph 1 of the Article 209 of the criminal offe of money laundering in CC B&H mentions a “large
value “/ “veta vrijednost“(in accordance with the interpretatmnthe Court of B&H, the value exceeding
10,000 KM), and opposite from Criminal Codes that@ot at the state level, it refers to money opprty
originating from a criminal offence endangering jbiet economic area of Bosnia and Herzegovinaas h
harmful effects to industry or financing of thetiigions of Bosnia and Herzegovina.

From the above mentioned, it could be concluded it Court of B&H is authorised for the criminal
offence of money laundering, by which the money pooperty value exceeds 10,000 KM, and its
consequence is endangering the joint economic @r&asnia and Herzegovina or has harmful effects to
industry or financing of the institutions of Bosriad Herzegovina.

Recommendation 5

Deficiency (1) - include an obligation to apply th€DD measures when carrying out occasional
transactions that are wire transfers;

Deficiency (2) - review the definition of “transaicns” in the new AML/CFT Law;

Deficiency (3) - introduce a clear timing for theevification of identification information with a review the
Decisions on Minimum Standards accordingly;

Deficiency (4) - introduce a legal obligation to ply CDD measures to existing customers beyond wibat
currently provided for banks under the relevant Dgions on Minimum Standards;

Deficiency (5) - introduce an obligation for all diged entities and persons to identify the ‘mind én

management’ of a legal person beyond the requireisefor banks under the relevant Decisions on
Minimum Standards of the respective Banking Agersie
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Deficiency (6) - establish clear requirements fandincial institutions to conduct ongoing due diligee on
the business relationship;

Deficiency (7) - require obliged entities to considfiling a suspicious report where the identifigah
process cannot be completed,;

Deficiency (8) - require obliged entities to considthe termination of business where a business
relationship is established but the identificatiggrocess cannot be completed

BOOK OF RULES
On risk assessment, data, information, documentgjéntification methods and minimum other
indicators required for efficient implementation of provisions of the Law on the Prevention of Money
Laundering and Financing of Terrorist Activities

Article 10 — Higher risk — trade in bank notes grdcious metals and other products providing andbym

(1) The person under obligation shall consider thdieat:
(a) Whose services include banknote and precious rratihg and delivery;
(b) Whose products provide more anonymity or can easidgs international borders, such as online
banking, stored value cards, international wiradfars private investment companies and trusts;
may present a higher risk of money laundering angtist financing.
(2) The person under obligation shall consider applyirignsified identification and monitoring of suah
client’s activities.

Agent Compliance Manual

Section Il. Customer Identification

The Tenfore clients that use Western Union Monen$fer service are exclusively physical personsasnd
such for establishing their identity the followidormation and documents are mandatory:

- Name and surname;

- Father's name;

- Permanent address of residence;

- Date and place of birth;

- Citizenship;

- National identification card, driving license maissport is accepted for identification of a reside
customer, passport is accepted for identificatioa won-resident customer;

- Document expiration date;

- Unique Citizen's Identification Number (for resids), date of birth (for non-residents);

- The name of the authority that issued the doctimen

- Signature or thumb print;

- Currency, amount, time and date of the transactio

NOTE: Expired documents are considered invalid.

Tenfore and the Banks are entitled to request d@opbpy of a personal ID certified by a competent
authority if we are not sure of the identity of v@spective client.

If the client refuses to submit such certified mooipy, Tenfore and the Banks are entitled to refeseice.

No Western Union Money Transfer service will bedered to a prospective client without the above
information being provided.

Tenfore keeps electronical records (in a form dhdaase) about conducted money trasnfers (including
identification data about customers).

Working Group of the Council of Ministers preparedraft amendment Law AML/CFT that will include
this remark, and eliminate the definition of cagimsactions to avoid all doubt in the applicatib&€BD
measures.
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Working Group of the Council of Ministers prepam@draft amendment Law AML/CFT that will include
this remark:

Article 65, paragraph (1) shall be amended and sfed:
(Deadline for Keeping Data by the Person underdakitbn)
(1)The obligor shall keep the data and documenntaihat are obtained under this Law concerning a
customer, established business relationships witlistomer and executed transactions for a peridd of
years from the date of termination of the busime&gionship, executed transaction, or entry indagino

or playroom, and access safe.”.

The provisions of the constant monitoring of custosnvere made in the field of securities and instea
sector.

On the basis of the Law on fight against money d&uimg and financing terrorist activities ("Offitia
Gazette" No. 53/09) and Article 30 of Statute ofelidur BH osiguranje dd“, Director of the Company on
29 December 2009 issues:

ORDINANCE
ON THE ACTIVITIES OF
PREVENTION OF MONEY LAUNDERING

Article 6

Through an intermediary Company will make the idamttion of new clients and will establish busines
relations with them until the identification of nenstomers is done in a satisfactory way.

Identification of clients and persons acting onirtHeehalf or benefit shall be made on the basis of
documents that are most difficult to obtain in atawful manner or falsified, as well as other doemts in
accordance with applicable regulations.

Identification is carried out at the start of e$idiing the business relations. To ensure thatptiesented
documents are still valid and relevant, Mediatod &ompany will conduct periodic reviews of existing
documents. In cases where the mediator determira¢ghere is not enough information about an exgsti
customer it is obliged to take urgent steps tointgach information in the quickest manner possible

APPLICATION GUIDELINES
OF THE LAW ON PREVENTION OF MONEY LAUNDERING AND FI NANCING
TERRORIST ACTIVITY FOR CUSTOMERS UNDER THE JURISDIC TION OF
SECURITIES COMMISSION OF FBIH

VIl - BUSINESS ACTIVITY MONITORING

3) The volume of monitoring the business activityh® client

Volume and intensity of monitoring the businessivityt of client depends on risk assessments of a
particular client or its classification to a spexifategory of risk. Adequate volume of follow-upbmsiness

activities of a particular client includes presedbmeasures of surveillance of business activitglieft,
continuously within the services and transactitias the customer makes for the client.
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Implementation of the surveillance activities of thusiness of client is not required if the cliemts not
executing the business activities (purchase areldaecurities/financial instruments or other sagtions)

at the conclusion of a business relationship. Megswf surveillance of business activities of dien
categorized according to the Guidelines, in thaecthe customer will carry out within the first hex
purchase or sale of securities/financial instrumentther transaction.

In its internal documents, the customer may, inoetance with its risk management policies in money
laundering and terrorist financing activities opt fnore frequent monitoring of certain types ofibass
activity of the client and bring an additional rengf measures with which to monitor the businesisities

of the client and determine the legality of its iGti®ns.

This question will be defined by the new law AMCFT

The provisions of the constant monitoring of custosnwvere made in the field of securities and instea
sector.

On the basis of the Law on fight against money dguimg and financing terrorist activities ("Offitia
Gazette" No. 53/09) and Article 30 of Statute ofelidur BH osiguranje dd“, Director of the Company on
29 December 2009 issues:

ORDINANCE
ON THE ACTIVITIES OF
PREVENTION OF MONEY LAUNDERING

Article 6

Through an intermediary Company will make the id@mattion of new clients and will establish busiaes
relations with them until the identification of nenstomers is done in a satisfactory way.

Identification of clients and persons acting onirtHeehalf or benefit shall be made on the basis of
documents that are most difficult to obtain in atawful manner or falsified, as well as other doemts in
accordance with applicable regulations.

LAW ON AMENDMENTS TO THE LAW ON PREVENTION OF MONEY LAUNDERING AND
FINANCING OF TERRORIST ACTIVITIES

After Article 7, new Article 7a is added and shathd:

Article 7a
(Rejecting business relationship and to performsaation)

(1A person under obligation who cannot carry dwg mmeasures referred to in Article 7, paragraph (1)
Items 1, 2 and 3 of this Law must not establishusiress relationship or perform transaction, i.astm
terminate the already established business redtipn

(2) In case referred to in paragraph (1) of thiscle, a person under obligation shall inform tHA Bbout
rejecting or terminating business relationship agjdcting to perform transaction and send all ctdé
information and transaction pursuant to ArticlesaBd 31 of this Law.

Bylaws on Estimating Risk, Data, Indormation, Doeuts, Methods of Identification and Other Minimum
Indicators Necessary for Efficient Implementatidrilee Provisions of the Law on on Prevention of Mgn

Laundering and Terrorism Financing were passedpatdished in the ,Official Gazette of Bosnia and
Herzegovina“ No. 93. on December 1, 2009. On thssbaf the Bylaws,on April 8, 2010, the Securities
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Commission of the Federation of Bosnia and Herziegopassed the Guidelines for the Implementation of
the Law on Prevention of Money Laundering and Triesno Financing for Persons under Obligation within
the Authority of the Securities Commission of thedl€ration of Bosnia and Herzegovina. The Guidelines
have been distributed to the FOO, all brokerage paones, investment funds, the Sarajevo Stock
Exchange, and the Registry of Securities in theeFabn of Bosnia and Herzegovina, to be implentknte

Paragraph VI 1. of the Guidelines determines aictisin of establishing a business relationshig] #re
obligation to stop the pre-existing business refethip or activity in the event that it is not pgbgs to
detetmine the identity of the client, or in case&uspicious identity. The Paragraph is as follows

“It is forbidden to establish a business relatigpsir carry out a transaction where the custonig€entity
cannot be determined, or when the customer fougdedubts the veracity or credibility of data and
documentation, by which the customer confirms thdEntity, and in a situation where a client is ready

or does not show readiness for cooperation with dhstomer in determining the true and complete
information which the customer claims in the anialyf the client. A customer in such a case must no
enter into the business relationship and a prdiegidusiness relationship or transaction musttbpped
and reported to FOO.”

Guidelines for the implementation of the Law onvarion of money laundering and terrorist financing
activities for customers under the jurisdictiontbé Insurance Supervision Agency of the FBiH and RS
insurance, Adopted by the Board of Insurance Ageri@iH at the session held on 31 May, 2010.

Chapter Il, paragraph 1" ..... In the event thatdhent identity can not be determined or verifiadd when
he is unable to take measures to follow a clidrd,dustomer does not establish a business relaipos
transaction, or shall terminate any existing bussrrelationship with that client.

ORDINANCE ON THE ACTIVITIES OF PREVENTING OF MONEY LAUNDERING, MERKUR
BH OSIGURANJE DD, 29 DECEMBER 2009

Article 6 (1) “Through an intermediary Company lwihake the identification of new clients and will
establish business relations with them until thentdication of new customers is done in a satisfigc
way.”

Article 6, item 2 is amended and shall read: Whandactions referred to in paragraph 1, item hhisf
Article are conducted on basis of or without pregly established business relationship with persaler
obligation, a person under obligation shall colldata referred to in Article 7, as well as missadeja
referred to in Article 44, paragraph (1), ltems k) c), e), f), g), i), and m) of this Law.

Recommendation 26

(Deficiency 1) - ensure that the FID does not optgan isolation from other law enforcement agenciasd
financial intelligence at the FID is requested by disseminated to other law enforcement agencieshat
level of entities and Bfko District when investigating predicate offencemoney laundering.

The Draft Law on the Prevention of Money Launderamgl Financing of Terrorist Activities provides for
the establishment of the Financial Intelligence Age (FIA), which would not be composed of police
officials, but only civil servants and administietiemployees.

Article 51 regulates inter-institutional cooperati@nd the Item 5 clarifies the procedure wherRlAeacts
upon requests from other agencies in charge ofrdpaith money laundering and terrorism financing.

The establishment of the new FIA will be in comptia with R26 calling for the independence of the.FI

Since the new FIA will not be carrying out policavéstigative activities and there will be no police
officials, data, information and analyses will lmvfarded on its own initiative to the agencies iQHB
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dealing  with money  laundering and  terrorism  finagci (Article 45, ltem1).
Although the Article 51, Item 5 still states thhetFIA “upon detailed request” shall forward détds
refers to instances when the agencies requestatatat does not cover the entire activity of detahange
and forwarding. The very name of the Agency comtgirthe term “intelligence” confirms that it willeb
notifying other agencies in the area of money lauimdy and financing of terrorist activities. We arfethe
opinion that this does not decrease efficacy of Rh&, and that there is no confusion, contrary he t
statements of the evaluators from tH&r8und of evaluation. Therefore, there is no needdlete the
Article 51, ltem 5 since it covers the instanceewlthe FIA acts upon requests from other agendies.
have to point out that the remark from the evaligatbat none of the remarks made for R26 were dolve
and that there are limitations and unacceptabldlitons related to forwarding information to local
authorities is not in place.

(Deficiency 2) - Remove the limitations to and umaptable constraints of the power of the FID to
disseminate information to domestic authorities, damlemonstrate the effectiveness of dissemination of
information to domestic authorities.

In case the evaluators and Moneyval, even aftsrdiirification, hold the position that a part atetailed
request” should be deleted from the Article 51,\tarking Group of the institutions of B&H will créma
proposal for the amendment to this Article in a what the “disputed” part will be deleted and a neant
added: “the FIA shall, on its own initiative, exclgg data with domestic authorities...”

The deadline for the implementation of this corirecmeasure is Juné',12011.
Special Recommendation Il

(Deficiency 1) The terrorist financing (“funding oterrorist activities”) offences need to be incrindted in
all four Criminal Codes so as to clearly provideirmiinal sanctions concerning the collection and ptision
of funds with the unlawful intention that they arto be used, in full or in part, by a terrorist orgésation or
by an individual terrorist as required by SR.II.

The Criminal Codes at all the levels in Bosnia &leizegovina contain the criminal offence of “finantg
of terrorist activities” (Article 202 of CC B&H, Aicle 199 of CC BD, Article 202 of CC FB&H and
Article 301 of CC RS).

All of these Criminal Codes mention assets thatld/dne used for the perpetration of the criminaknftfe

of terrorism, i.e. that are being given or collelcte be used, or with knowledge that they will lsediin full

or partly for the perpetration of the criminal ofte of terrorism.

These Articles of the Code mention a perpetratothed criminal offence regardless weather it is an
individual terrorist or a terrorist group.

The Criminal Code of B&H also contains a definitiofa terrorist group in Article 1.

These Articles of the Criminal Codes of B&H mentidear criminal sanctions of this criminal offenead
Amendments to the CC B&H 8/10 provide for the mesesere sanctions compared to the other Criminal
Codes.

Special Recommendation Il
(Deficiency 1) establish a comprehensive system ffeezing of terrorist assets in accordance witheth

requirements of SR.III together with the provisioof clear and publicly known guidance to financial
institutions concerning their responsibilities;
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Book of rules

On implementation of restrictive measures estabtishy resolutions of the un security council 1267
(1999), 1333 (2000), 1363 (2001), 1373 (2001), 122W®2), 1455 (2003), 1526 (2004), 1617 (2005),5173
(2006), 1822 (2008) and 1904 (2009) against memifea$-qaida, usama bin laden, the taliban androthe
individuals, groups, undertakings and entities eissed with them

Article 3
(Volume of International Restrictive Measures)

1)In accordance with the provisions of Article 1tbfs Book of Rules, international restrictive maas
against members of Al-Qaida, Usama bin Laden, thiébdn and other individuals, groups, undertakings
and organizations associated with them, includdath@wing:

a)Freeze without delay the funds and other findragaets or economic resources including funds/eléri
from property owned by persons from the List oremitheir direct or indirect supervision or undentrol
of persons acting on their behalf or their instiarcs, or the person acting in as their successors;

Article 4
(Publication Procedures of Consolidated List)

In the case of a notice on new listing of personentity from Bosnia and Herzegovina, before the
publication of these data on the official websitéhe Ministry, shall be taken the following steps:

a)Freeze without delay all the economic resourndsogher funds;

b)Inform the person listed and learn in detail dliba facts and refer to the possibility of filing
complaint.

Article 5
(Implementation of Financial restrictive measures)

(1) The authorities of Bosnia and Herzegovina frédeze without delay and without prior notice alhfls
and economic resources of all persons, groups rtakileys and organizations included in the Considid
List.Slusajte.

(2) The measures referred to in paragraph (1hisfArticle shall also apply to economic assets and
funds derived from property owned by persons from €onsolidated List or under their direct or iedir
supervision or control of persons acting on thahdlf or by their instructions, or the person artas
successor. Furthermore, will ensure that any asseted by other persons not directly or indiredity
available for use by persons from the Consolidatst

Article 10

(Application of restrictive measures against pesswho are brought in contact with people from the
Consolidated List)

1) The provisions of this Book of Rules shall apalgo to persons for which the competent authsritie
Bosnia and Herzegovina determined to be in conjometith persons from the Consolidated List.
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(2) For the purposes of paragraph (1) of this Aatithe following acts or activities indicate tl@aperson,
group, economic entity or organization associatid persons from the Consolidated List:

a)participation in the financing, planning, facting, preparing or perpetrating of acts or adésitby, in
conjunction with persons from Consolidated Listuinder their name, on their behalf or in suppontebé
b)perform activities of intermediation, supply, esabr traffic of arms and related material, inclydin
military, special equipment and dual use, militasghicles and vehicles for special purpose, technica
guidance, assistance or training related to mjligativities;

c)perform recruitment activities or recruitment fbeir needs, or

d)actions or activities that otherwise constitiite support of Al-Qaida, Usama bin Laden or thebadior
any of their cell, affiliate, splinter group or dexative thereof or act according to their ideology.

Article 17
(Submission of Guidelines and other related docushen

(1) To effective implementation of this Book of &) as well as ensuring greater transparency in the
application of international restrictive measuresvimled for in this Book of Rules, the Ministry shearry

out the translation of all Guidelines and otheated documents to the Committee and the Ombudsperso
and shall make them available on its official webévww.msb.gov.ba).

(2) Guidelines and other related documents refféoeith paragraph 1 of this article are in Annexths
Book of Rules.

Deficiency (2) - create and/or publicise a procedufor considering de-listing requests and unfreegin
assets of delisted persons;

Book of rules
On implementation of restrictive measures establigtd by resolutions of the un security council 1267
(1999), 1333 (2000), 1363 (2001), 1373 (2001), 12902), 1455 (2003), 1526 (2004), 1617 (2005)5173
(2006), 1822 (2008) and 1904 (2009) against membefsal-qaida, usama bin laden, the taliban and
other individuals, groups, undertakings and entities associated with them

Article 13
(De-listing Procedure)

1) Citizens of Bosnia and Herzegovina and the leeapo legally reside in Bosnia and Herzegovina,
as well as responsible persons of legal entitigistered in Bosnia and Herzegovina and located on
the Consolidated List may at any time apply foisdiglg to the Ministry.

(2) Notwithstanding paragraph (1) of this Artictbe request for delisting or providing opinionsaim
open procedure of delisting can be delivered addoéctly by the Committee or the Ombudsperson
of the United Nations for issues of de-listing froine Consolidated List (hereinafter referred to as
The Ombudsperson).

(3) The requirements of paragraph (1) of this Aetighall contain the identification information fibre
applicant and a statement / explanation of theoreaor the delisting request. In addition to the
request, copies of any document or other suppontiatgrial which the applicant considers to be of
importance in the process of delisting may be esatlo
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(4) In considering requests for delisting, the idiry is guided by the provisions of Article 10 tbis
Book of Rules, the positive regulations in Bosniad Herzegovina and the Guidelines of the

Committee.

(5) In proceedings on the application of paragréighof this Article, the Ministry is obliged to t#in
all necessary opinions of other competent bodiegBasnia and Herzegovina, and in particular all
police agencies / institutions in charge of thespoution, the Tribunal and the Intelligence and
Security Agencies of Bosnia and Herzegovina. Imryiag out this process, the Ministry may
require additional explanation or amendment frompgrson who has applied for de-listing.

(6) After collected all the opinions and otheruigd documents, the Ministry shall forward the sam
to the Council of Ministers for decision. The Colliraf Ministers of Bosnia and Herzegovina is
obliged before making final paragraph and sendihg same to the Committee and the
Ombudsperson to obtain the opinion of the Presiden8osnia and Herzegovina.

Article 14
(Termination of restrictive measures upon noticehefCommittee about the fact of de-listing)

(1) Upon receiving notification of the Committeleoat approved deletion of specific person from the
List, the Ministry will provide the information witthe proposal of measures to be revoked to the

Council of Ministers for adoption.

(2) Upon the completion of adoption proceduresnfidrmation about the abrogation of measures by
the Council of Ministers of Bosnia and Herzegovitiee Ministry will in writing notify the person
in matter about above mentioned, and update infioman the websitenfww.msb.gov.ba

(3) On the above-mentioned, the Ministry will imitng inform the relevant authorities in Bosniadan
Herzegovina for further actions within their juristion.

(3) Termination of restrictive measures do not applyneasures which are determined in accordance
with the provisions of the other positive legishatiin Bosnia and Herzegovina, particularly
criminal law, the cases pending or resolved befloeecompetent judicial authorities in Bosnia and

Herzegovina.

(Deficiency 3) - create and/or publicise a proceduor unfreezing in a timely manner the funds andsets
of persons inadvertently affected by the freezingahanism upon verification that the person is not a
designated person.

Article 12
(Proceedings on claims of third parties if thegghis have been compromised)

(1) All competent authorities in Bosnia and Hermgga are obliged to take care that the applicabion
the provisions of this Book of Rules shall not béhe detriment of third parties.

(2) If there is a threat to the rights of third §ies they can address the Ministry which is obliged
consider their allegations and make a decisioniw@b days.
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Special Recommendation VIII

(Deficiency 1) - Concrete steps need to be takeraddress the essential criteria under the AML/CFT
Methodology to ensure that non profit organisationannot be abused for financing of terrorism.

In accordance with the basic principles of a sjpeofcommendation VIII Ministry of Justice estabisl by
the Department for Civil Society, which monitorsettwork of nongovernmental organizations and
participates in the implementation of joint progeam

The Department for Administration of the Ministryeniorms the registration of associations and
foundations that are establishing the level of Bosand Herzegovina in accordance with the Law on
Associations and Foundations of Bosnia and Herzagd®fficial Gazette of BiH ", Nos. 32/01, 42/0&3

/ 08) and the Regulations on keeping the registerassociations and foundations of Bosnia and
Herzegovina and foreign and international assasiatiand foundations and other nonprofit organinatio
("Official Gazette BH", number 44/10).

[.4. REGISTRATION OF ASSOCIATIONS AND FOUNDATIONS

Article 28

1. Registration of associations and foundations ismalry, except as provided in Article 29 of thisala
but registration must be accomplished in ordeafoassociation or foundation to gain the capadity o
legal person of Boshia and Herzegovina.

2. Registration, the filing of documents, and the atisa of operation of an association or foundation
shall be done in accordance with this Law, othepliegble laws of Bosnia and Herzegovina,
regulations of the Ministry, and the Statute of éissociation or foundation.

3. Where those laws and regulations contain conflictinovisions, the Ministry shall interpret the laws
and regulations in a way that:

a) Promotes the policy of transparency and publicldire; and,
b) Reduces the administrative burden for organizatar individuals, to the extent that this can be
done while promoting transparency and disclosure.

4. If the applicable laws are in conflict and cannetreconciled, the provisions of this Law shall @iev

5. The registration of an association is entered théoRegistry Book of Associations. The registratidn
a foundation is entered into the Registry Book ofifdations. Both of these registry books shall be
kept by the Ministry.

6. The registry books shall be kept in accordance \lith provisions of this Law and regulations
prescribed by the Ministry.

7. The registry books shall be open for public scyutinspection of any document or information filad
the registry books shall not conditioned on theragg by the Ministry. No document or information
filed pursuant to this law shall be designatedcamfidential” or as a “business secret”.

8. Every individual, either in person, or by mail, ma&guest a copy of any entry from the registryroy a
document from the application file of a registeesdociation or foundation. Fees for such copiet sha
not exceed normal amounts. The copies must bedssitkin fifteen working days from the day the
request has been submitted.
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Non-governmental organizations operating in acamdawith the appointed Law on Associations and
Foundations of Bosnia and Herzegovina and the aloles, as well as in accordance with its internal
regulations, primarily the Statute.

LAW ON ASSOCIATIONS AND FOUNDATIONS
Avrticle 12

The statute of an association shall include:

a) Full name of the association, its abbreviated néifikere is any), and its address;

b) The goals and objectives of the association;

c) The procedure for admission and dismissal of mesgber

d) The organs of the association, the method of tHleiction, their competencies, their quorum and
voting rules, the duration of their mandates, tleespn authorized to convene sessions of the
assembly, the conditions and modalities of disgmiubr cessation of operation;

e) The rules for obtaining, use and disposal of asHetise association, as well as the body authorized
to supervise the use of these assets;

f) The publicity of operations;

g) The procedure for amending the statute, competandymethod of enactment of other general
acts;

h) A description of the shape of the seal and itserst

i) The representation of the association;

j) The conditions and procedures for merger, separaticansformation or dissolution of the
association, or the cessation of its operatiorduding any specific rules on quorum or qualified
majority in the voting procedures;

k) The procedure for disposition of remaining propentygl any other assets in the case of dissolution
of the association or cessation of its operations.

In order to monitor the work of NGOs as well as tise of funds of the same law provides for mangator
reporting by these organizations are the Minisfryustice.

Article 29

All associations or foundations referred to in Aréicle 1 of this Law which intend to obtain publbenefit
or charitable status from the Ministry, all asstioias or foundations which perform public competsnof
Bosnia and Herzegovina, and all associations ondations with any office or activity in Bosnia and
Herzegovina and which receive grants or other dggbuents from or through any governmental instituti
of Boshia and Herzegovina in an aggregate amowseshng 5,000 KM per year, shall:

a) Register in accordance with the law; and,

b) Annually file a report with the Ministry for filingn the Registry books, in form prescribed by
regulations of the Ministry; providethat the annual report must generally describathigities of
the association or foundation and those of anyragpéegal persons established pursuant to Article
4, and furthermore, that the annual report must edsitain a balance sheet listing the income and
expenditures of the association or foundation, a#l as those of any separate legal persons
established pursuant to Article 4 of this Law.
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In order to act on abuse prevention activities oh-governmental organizations, or to punish the
organization that its resources and activities erext in the opposite direction of the law are mtedi and
the corresponding sanctions described in the blsted members of the Law:

Article 51

1. A registered association or foundation may be inntdrily dissolved by decision of the Ministry as
hereinafter provided, if the association or fourmagcts contrary to the provisions of this Lawifopr
without justified reason, it does not perform aititg to implement its goals and objectives during
period of at least two full calendar years, or assalt of conditions described in the Article Sttds
Law.

2. Involuntary dissolution should be ordered only imses of recurring or aggravated irregularities in
operation, and may only be ordered after the aaSounior foundation concerned has been notified of
the matter and has been given an opportunity teehed.

3. Sanctions and cessation of operation, and invalyémination of an association or foundation khal
be made by a request of the Ministry. Prior to eigien imposing sanctions, cessation of operation o
involuntary termination, the Ministry shall givetiae of the violations to the association or fourma
The notice shall describe the possible sanctioitsdat in Article 53. The Ministry may allow the
association or foundation to remedy the violatiowl/ar may provide for sanctions as set out in this
Law.

Article 53

1. The Ministry may impose a fine of at least 300 KWyt not exceeding 3,000 KM, against an
association or foundation for:

a) Faliling to register, if registration is required tys Law;

b) Failing to file an annual report, if filing is reied by this Law;

¢) Performing activity that substantially departs frtme goals and objectives of the association or the
foundation concerned,;

d) Failing to use one of its registered names in légalsactions with the intention to deceive another
legal or physical person, or a government organ;

e) Changing its founding act or its Statute withowtdimg a request to amend it (Article 43(1) of this
Law);

f) Using its profit or assets contrary to its Statoteany applicable law, intentionally or with a gsos
negligence;

g) Providing any information to the Ministry in conmien with any application for registration,
amendment of registration, or dissolution purstiarany provision of this Law, which is materially
and intentionally false and misleading.

2. The Ministry may also impose a fine against a rasfimle representative of an association or
foundation who is found to have committed any of ttts described in this Article, provided the
responsible representative had previous knowleddbeoacts causing the violation and acted with a
wrongful intent. The fine shall be at least 100 KMt shall not exceed 1,000 KM.

3. Penalties provided in this Article may be imposetlyafter the responsible person has been notified

about the proceedings and its basis, and has hgen gn opportunity to be heard. Proceedings
pursuant to this Article shall be conducted aceuydo regulations prescribed by the Ministry.
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Special Recommendation 1X

Deficiency (1) - adopt a legislative regime on thtate level of BiH for full implementation of SR.IXo
include domestic cash and negotiable instruments;

The Law on Foreign Exchange Operationds adopted and published in the Official Gazeft€®BiH No.
47/10 of 04.08.2010.

Content of the provisions of Article 45, 52, anddb3he Law stipulates the following:

Article 45
Residents and nonresidents are  required when argshe  state border to report to customs
authority any importation or bringing out of forgig cash, KM, and checks that exceeds the

amounts prescribed by the Government of the Feiderat
The obligation in paragraph 1 of this Article apdito the representative, responsible person diaized
person, who over the state border for a legal grditentrepreneur carries foreign cash, KM and dtsec

NOTE: The sanctions imposed are prescribed in coofgorovisions of Article 62 of the same Act.
In the Law on Foreign Exchange Operations ("OffiGazette of the Republic of Srpska" No. 96/03) and
Law on Amendments to the same law ("Official Gazettthe Republic of Srpska” No. 123/06 and 92/09),

the same provisions are prescribed in the conteAttizle 41 and the sanctions imposed are prescribed in
the content of the provisions of Article 60 of thewArticle 52

The Customs authorities shall control the bringiog from the Federation to abroad and bringing amf
abroad to Federation of foreign cash, KM and chatkassenger, freight and postal traffic.

NOTES:In the Law on Foreign Exchange Operations ("Officazette of the Republic of Srpska" No.
96/03) and Law on Amendments to the same law (tffiGazette of the Republic of Srpska" No. 123/06
and 92/09), the same provisions related to the Rapof Srpska are prescribed in the content ofchet47

of this Law.

Article 53

The Customs authority, along with the issuanoeedtificate, may at the border crossing temporasbéize
from the resident and non resiedent the amounpo¥ertible marks, foreign cash and checks excedting
amount prescribed by Government of Federation.

NOTE: In the Law on Foreign Exchange Operations ("Offictazette of the Republic of Srpska" No.
96/03) and Law on Amendments to the same law (tffiGazette of the Republic of Srpska" No. 123/06

and 92/09), the same provisions related to the Bipaf Srpska are prescribed in the contentAdticle
48 of this Law.

SPECIAL NOTE:Regulations that regulate an area of importatioth laninging out the effective foreign
money, KM and securities are made at the entitgl)eas follows:
o Law on Foreign Exchange Operations (Official GazeftFederation BiH, No. 47/10) and Decision
on bringing out the foreign cash and checks, (‘tHfiGazette of Federation BiH, No. 58/10) and
o Law on Foreign Exchange Operations ("Official Gtzef the Republic of Srpska" No. 96/03) and
Law on Amendments to the same law ("Official Gazeftthe Republic of Srpska" No. 123/06 and
92/09) and Regulation on bringing out and impootatf effective foreign money, KM, checks and
securities ("Official Gazette of the Republic opSka" No. 16/05).
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In relation to the mentioned regulations and quatedtent of the provisions of articles of the same
regulations and enactment - Guidance on CustomseBuoes in International Passenger Traffic - Aeticl

30 (Taking in and out of effective foreign money amgdurities), issued at the level of the Indirect ateoon
Authority, the Indirect Taxation Authority is dulguthorized to control the bringing out and impaotat
into BiH from abroad of foreign cash, KM and cheakgassenger, freight and postal traffic.

Deficiency (2) - ensure that the Indirect TaxatioAuthority of Bosnia and Herzegovina (ITA) has
appropriate powers to obtain further informationdm the carrier upon discovery of a false declaratiand
to restrain currency where there is suspicion of WIIE or where there is a false declaration;

In relation to this issue, the ITA has power tohgatadditional information and the same is presttiim

content of provisionsf Article 29 Paragraph item b) of the Law on Indirect Taxation AuthoritiO(ficial
Gazette of BiH" No. 89/05), which is as follows:

An authorized official of the ITA, within its poweas established by the laws of Bosnia and Herzegov
has the right and obligation to require from persomho can provide assistance in collecting the iregu
information, to testify or give information,to pide the insight to documents and hand over the mecis,
to provide their copy and provide other evidenckl Hiy them or under their control and to requirath
these actions be made by other authorized bodies.

As regards the second part of the question relatinge retention of currency by the ITA, whererthis a
doubt regarding to money laundering, the ITA haplieitly prescribed authority for the detention or
temporary seizure of the currency as follows: witthie contents of the provisions of Article 53 @fwW.on
Foreign Exchange Operatio(i©fficial Gazette of FBiH" No. 47/10) and in thergents of the provisions

of Article 48 ofthe Law on Foreign Exchange Operati¢t@fficial Gazette of the Republic of Srpska" No.
96/03) and Law on Amendments to the same law (t@ifiGazette of Republic of Srpska” No. 123/06 and
92/09).

Deficiency (3) - ensure ITA retains the informatiorequired by SR.IX.4 and makes such information
available to State Investigation and Protection Agy (SIPA) in accordance with SR.IX.

The content of the provisions of Article 59 of Law Prevention of Money Laundering ("Official Gagétt
No. 53/09) stipulates.

(1) BiH Indirect Taxation Authority shall submittdaon each transfer of cash across the state bordére
value of KM 10,000.00 or more to FID, within thréeys from the date of transfer.

(2) BiH Indirect Taxation Authority shall submit EF8D the notices and information on the measured an
actions performed against individuals in connectioith which the application for legal proceedings i
submitted.

The content of provisions of the mentioned Artidguires that ITA delivers to the State Investigatind
Protection Agency — SIPA, data and information achetransfer of cash across the state border in the
amount of 10.000,00 KM or more.

Deficiency (3) - give power to ITA to apply sanct®or seize funds as required by SR.IX.8-11.

In the first issue of the SPECIAL NOTE, it was seththat regulations that regulate the importatiod a
bringing out the effective foreign currency, KM asdcurities have been adopted at the entity lesel a
follows: Law on Foreign Exchange Operatio(fficial Gazette of Federation of BiH, No. 47/10)
Decision on bringing out the foreign cash and clsedKOfficial Gazette of the Federation of BiH", No

58/10),Law on Foreign Exchange Operatiqti®fficial Gazette of the Republic of Srpska" M6/03) the
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Law on Amendments to the same law ("Official Gazeftthe Republic of Srpska" No. 123/06 and 92/09)
and Regulation on bringing out and importation ofefign currency, convertible marks, checks and
securities ("Official Gazette of the Republic gpska" No. 16/05).

With respect to the above regulations brought ithatentity level, when the Indirect Taxation Autho
(ITA) while performing exchange-currency controlepgtions recognize a violation of above mentioned
entity regulations on foreign exchange transactionthat case, the ITA which in a view of the miagrof
Article 3 of Law on Violations is not authorized dyofor the legal proceedings through the issuarfce o
misdemeanor order or applying for legal proceedihgsing previously undertaken the necessary measur
and actions within its jurisdiction, informs thengpetent entity authorities on the measures andreti
along with the submission of collected evidence ganctioning according to the mentioned Laws on
Foreign Exchange Operations.

In terms of seizing the assets it has been alreathd that the ITA had explicitly prescribed auttyofor

the retention or temporary seizure of the curresyollows: in the contents of the provisions ofiédle

53 of the Law on Foreign Exchange Operations (Official GazeftFBiH No. 47/10) in the contents of the
provisions of Article 48 of the Law on Foreign Eatige Operations ("Official Gazette of the Repubfic
Srpska" No. 96/03) and Law on Amendments to theedam ("Official Gazette of Republic of Srpska" No.
123/06 and 92/09).
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