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

After taking account of the findings of the evaloatreport on Monegasque anti-
money laundering and terrorism financing arrangeémadopted by the Moneyval Committee in
2006, which set out various changes needed to mespw international developments, and in
order to make Monegasque provision in this arearefe and more understandable, the
Government of Monaco decided to restart from shratc

The result was a proposed comprehensive reformiroémt arrangements, which are
the fruit of numerous successive maodificationgrider to re-establish a certain consistency.

It was therefore considered appropriate to prepladt legislation to repeal and
replace Act 1.162 of 7 July 1993 relating to thetipgoation of financial undertakings in
countering money laundering and terrorism financing

The proposed provisions call for the following coemts:

Chapter | — General

Sections 1 and 2Define the bodies and persons concerned. Thesbaglies and
persons previously covered by Act 1.162 and sogereider 14.466.

Section 3 For the purposes of the legislation, defines rgdaendering, terrorism
financing and corruption.

Chapter Il — Obligations to identify customers andto maintain due diligence

Sections 4, 4bis and Specify the circumstances in which the identitycastomers
and, if appropriate, persons on behalf of whomdaations are carried out, must be reported.

Although it established an obligation to identifystomers, Act 1.162 of 7 July 1993
relating to the participation of financial undeitads in countering money laundering and
terrorism financing had fairly little to say on tpescise procedures to be applied. This aspect of
the prevention of money laundering, terrorism fitiag and corruption is of crucial importance
and in accordance with new international standandse specific and detailed provisions are
required on the identification of customers and hewpeficial owners, and on how to confirm
their identity. To be able to do this, it is esg@ritb have a precise definition of beneficial owne

Under the legislation, the bodies and persons subpeit should identify and verify
the identity of beneficial owners. To meet thisuiegment, they should have free access to public
registers and be entitled to ask their customerarg relevant information or obtain information
from other sources, bearing in mind that the imgooee of these due diligence measures depends
on the risk of money laundering or terrorism finage which varies according to types of
customer, business relationship and product oséetion.



Moreover, as tighter controls in the financial sedtave led those responsible for
money laundering and terrorism financing to sedieoimeans of concealing the proceeds of
crime and the channels in question can be usethande terrorism, the obligation to identify
customers and to show due diligence now have tercawider range of professions. The draft
legislation therefore extends these obligatiorthéonon-financial professions specified in section
2 of amended Act 1.162, which until now have orggib required to report suspected cases.

Section 6 Prohibits anonymous treasury bonds and savingedits and specifies
what forms of identification must be applied tasactions involving such instruments.

Section 7 Specifies what forms of identification must beplgd to transactions
involving precious metals and manual exchange ¢pesa

Section 8 Species a number of exceptions to the identificatneasures in sections
4, 4 bis and 5, having regard to the risk-basedcau.

It needs to be recognised that the risk of monepndaring and terrorism financing

can vary. Under the risk-based approach, the mim¢hat simplified due diligence procedures
are applicable to customers in certain cases appe#re legislation.

Chapter Ill — Obligations concerning internal organisation

Section 9 Specifies that bodies and persons covered byethislation must take
specific measures to deal with the increased risHaondering that may exist in certain
circumstances.

Sections 9-13Specify a certain number of organisational oblayat that bodies and
persons covered by the legislation must satisfpairicular:
- specific measures to deal with the increased ofKaundering that may exist in certain
circumstances;
- the period over which documents must be retasrad the conditions, and the monitoring of
transactions;
- examination of transactions particularly likehgcause of their complex or unusual character,
having regard to the customer's activities or theklof any financial or apparently legal
justification, to be linked to money launderingterrorism financing;
- training and familiarisation of staff with thequisions of the legislation;
- appointment of a person responsible for applyireglegislation and drawing up procedures.

Certain situations carry a higher risk of moneynldering or terrorism financing.

Even though the identity and business profile bfcaktomers have to be established, there are
cases where patrticularly rigorous procedures f@abdishing and verifying identities are required.

Chapter IV — Limiting cash payments

Section 141t has often emerged that significant cash paysearry a very high risk
of money laundering or terrorism financing. Artlpriced at or above a certain level may not
therefore be paid for in cash.



Chapter V — Obligation for bodies and persons coved by sections 1 and 2 to report
suspicions to the anti-money laundering and terrosm financing authorities

Sections 15, 23, 25 and:2®ncerned with the Financial Information and Moring
Department (SICCFIN).

SICCFIN acts as the financial intelligence unit assuch collects, analyses and
deals with reports of suspicion from bodies andsqes covered by the legislation and refers to
the state prosecutor suspected cases of moneyeaogd terrorism financing or corruption.
SICCFIN has been granted extensive powers forghrpose. It can suspend the execution of
transactions reported to it for up to three workitays and ask the president of the court of first
instance to extend this period. It also has thktrig request documents retained by bodies and
persons covered by the legislation (section 23)ait also seek on its own initiative, or with the
assistance of the police or other government deyagatls, any information it considers necessary
to carry out its responsibilities as the finandigklligence unit. Finally, section 25 authorises
SICCFIN to exchange information with foreign finalantelligence units.

When SICCFIN reports cases of possible money laimgieterrorism financing or
corruption to the state prosecutor, the latter megort back on any action taken in response to
such referrals, to ensure that the reporting ualiengs are kept informed (section 15). This
feedback is designed to allow SICCFIN to updatériswledge of methods and techniques used
in money laundering and terrorism financing andni@ke this available in turn to undertakings
subject to the duty of due diligence.

Sections 16, 22, 26 and:28e reporting obligation

In principle, before carrying out an operationransaction that might involve money
laundering or terrorism financing bodies and pessoovered by the legislation must report it to
SICCFIN. However such reports of suspicions mayriaele after the operation if the suspicion
appeared later, if it was impossible, either fgaleor technical reasons, to defer execution of the
operation, or if the report might have impeded stigations into the beneficiaries of suspected
laundering or terrorism financing operations.

In the case of all bodies and persons covered byldbislation, suspicions are
reported directly to SICCFIN. However, notariesyyars and legal officials report directly to the
state prosecutor.

The draft legislation also establishes the primcigilat such reports of suspicion to
SICCFIN are confidential, which means that the that they have been made and their contents
may not be revealed by the reporter to the ownethefsums or the person carrying out the
activity, or a third party, on pain of criminal pEty.

However money laundering and terrorism financing iaternational problems and
have to be fought on a global scale. The draft fla@refore authorises financial undertakings
belonging to the same group to inform each othethef existence and content of reports of
suspicions. However, such exchanges must be cahtoepersons authorised to receive the
information and be solely for the purpose of conmmatmoney laundering and terrorism
financing. Such information exchange are also aigld outside particular groups or networks,
but only between undertakings of the same categiodywhen the information concerns the same
customer and transaction.



Finally, since these arrangements for preventingneyiolaundering, terrorism
financing and corruption require the active co-agien of the bodies and persons covered by the
legislation, the draft law proposes to strengthlea legal protection of those concerned by
stipulating that no civil proceedings or prosecusidor false allegations or beach of professional
confidentiality may be brought against undertakitigg have made such reports of suspicions to
SICCFIN in good faith. Similarly, unless there isllasion with the owner of the sums, no
criminal proceedings for drug trafficking, handlistplen goods or laundering may be brought
against undertakings that have carried out sudpacsactions if these transactions have been
reported to SICCFIN in accordance with the procedur

Chapter VI — Supervisory authorities

Sections 30 to 32Monitoring of the application of the law.

SICCFIN is responsible for enforcing the legislatend measures taken under it by
bodies and persons concerned, other than lawyetaries and legal officials, who are supervised
by the state prosecutor.

To make the checks carried out more effective agetiodies and persons concerned
are required to produce an annual report prepayeghbauditor to assess the application of the
new law.

Finally, since money laundering, terrorism finamcand corruption are international
problems, SICCFIN is authorised to collaborate withreign agencies with comparable
supervisory responsibilities.

Chapter VIl - Cross-border transportation of curren cy and bearer neqgotiable
instruments

Sections 33 to 36 National arrangements in response to FATF Special
Recommendation IX on cross-border transportation cafrency and bearer negotiable
instruments.

Any individual entering or leaving the country ingsession of currency and bearer
negotiable instruments whose total value equalsxoeeds an amount specified in a sovereign
order must, if requested by the designated supmgviguthority, make a report on the relevant
form.

Chapter VIl - Penalties

Sections 37 to 41The penalties applicable for failure to complyhithis legislation

In addition to the penalties laid down in Amendedt A.162, bodies and persons
covered by the legislation who fail to comply witteir obligations may be liable to a fine.
Penalties imposed are published in the Officiardal



Chapter IX — Various provisions

Section 42 Amends Article 218.1 of the Criminal Code to take@unt of the new
internationally recognised definition of money ldening.

Section 43Amends Article 219 of the Criminal Code to autheribe confiscation of
equivalent value.
To coincide with the draft legislation and in rendmn of the delays inherent in any legislative

process, the Government has decided to implemem 86 the proposed measures immediately.

Sovereign orders have therefore been drawn up thfyrihe existing legal framewotk

2. Key recommendations

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

Recommendation 1 (Money Laundering offence)

Rating: Partially compliant

Recommendation Although the change to article 218-3 appears tdas$atinternational
g the t'V'ONEYVAL standards, the Monegasque authorities should censigvising it with
epor

regard to European requirements, in particular agards the threshold
approach

Measures taken
to implement the
Recommendation
of the Report

Section 218-3 covers all the designated categofieffences listed in thg¢
Glossary to its 40 Recommendations. In view of fawerity of the
penalties laid down in the Monegasque Criminal Cibdeas not so fa
seemed necessary to reduce the designated threshold

1%

Recommendation
of the MONEYVAL
Report

The authorities should ensure that all designattggories of offence ar
covered, including the financing of terrorism withthe overall meanin
of the recommendations and the interpretative note.

D

)

Measures taken to
implement the
Recommendation
of the Report

Terrorism financing offences are predicate offermfamioney laundering.

They are incorporated into the Criminal Code inidlet 391-1 3°, 8
dash.

To ensure that terrorism financing meets all thguirements of the

2 The following Sovereign Orders have been adopted published in the Official Journal of the
Principality no. 7093 (Friday 13 March 2009):

- Sovereign Order n° 2.097 of 5 March 2009 amemndB8overeign Order n° 11.160 of 24 January 1994 on

application criteria of Law n° 1.162 of 7 July 198%yjarding the participation of financial underteds in
the fight against money laundering and the finagp@hterrorism (p. 3180).

- Sovereign Order n° 2.098 of 5 March 2009 amendngereign Order n° 16.652 of 20 December 2004
establishing the Liaison Committee against monagdaring and the financing of terrorism

(p. 3184).

- Sovereign Order n° 2.099 of 5 March 2009 amemddovereign Order n° 11.246 of 12 April 1994
establishing a Service d'Information et de Contrélg les Circuits Financiers (Financial Circuits
Information and Control Department) (SICCFIN) (A883).



recommendation and the interpretative notes, thedgasque authoritie
have decided to extend the definition of this ofeby amending article
of sovereign order 15.320 of 8 April 2002.

N »n

Recommendation
of the MONEYVAL
Report

The authorities should clarify the level of probtlee predicate offence.

Measures taken
to implement the
Recommendation
of the Report

In a recent decision, the Court of Cassation hadfield the level of proo
required for a predicate offence.

According to a judgment of 20 November 2008, laumdgoffences can
be prosecuted without the need for a prior corsticfor the offence tha
procured for its perpetrator the assets that weee dubject of the
laundering.

—
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Recommendation
of the MONEYVAL
Report

To facilitate the implementation of the new prawisi the authorities
should consider issuing a manual presenting the AMI legal
framework and information on the laundering offenfaefinition,
typology, material elements, intentional elemeetgel of proof required
etc.).

Measures taken to
implement the
Recommendation
of the Report

Within Monaco, there are sufficiently few proseastand investigating
judges responsible for criminal cases for themalbe familiar with the
relevant legal provisions. Regular meetings arel lvethere judges cal
discuss this type of issue in confidence. Two repméatives of thé
Director of Legal Services, in the form of his diter and the stat
prosecutor, or their representatives, attend mgetiof the liaison
committee with representatives of SICCFIN and dike trelevant
professions to discuss laundering and terrorismaniing, consider
typologies and detection methods and inform theveeit undertakings @
problems arising.

o=
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(Other) changes since

the last evaluation

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

Rating: Partially compliant

Recommendation
of the MONEYVAL
Report

(72}

Additional measures should be introduced by the édasque authoritie
to prevent any anonymous financial transactionsgidiearer treasury
and other short term bonds (though their use iy lienited).

Measures taken
to implement the
Recommendation
of the Report

The Monegasque authorities have included measweprdvent all
anonymous financial transactions using bearer urgasonds and other
securities in the proposed changes to the legslaghortly to be
introduced in the National Council.

Under this legislation they would be explicitly vl

Draft legislation, section 6

All anonymous transactions using treasury bondstber negotiable
securities are prohibited.

Section 4 shall apply to persons subscribing tastey bonds as defined




in article 3 of order 1105 of 25 March 1955 oniggue of treasury bond
and to other negotiable securities as defined in7A€ of 18 Decembe
1961 on the issue of negotiable securities by comiaieor industrial
undertakings.

All information relating to the identity and statas subscribers must b
recorded in a register that must be retained inralemce with section 10

=

Recommendation
of the MONEYVAL
Report

The Monegasque authorities should modify the foatrad of the
obligation to identify the usual customers, so tiég disposition applie
explicity and with certainty to every person withhom busines
relationships are entered into, independently oé tbpening of ar
account.

—u

Measures taken to
implement the
Recommendation
of the Report

The authorities have drafted measures to changeahding of the duty
to identify regular customers to ensure that thigvigion will apply
explicitly and definitively to everyone before ahysiness relationship
entered into, irrespective of whether or not anoant is openedThe
proposed changes to the legislation will shortly iboduced in the

National Council.Business relationship is defined in a draft sowgrei

order to implement the new legislation and covdrewentualities (se¢
article 2 of the draft order, below).

Draft legislation, section 4

Bodies and persons specified in sections 1 and &t ndentify their
customers and their agents and verify their idgntibased orn
documentary proof, of which a copy shall be retdine

1. for regular customers, before establishing aness relationship;

2. for occasional customers, when they wish toctffe

a. a transfer of funds

b. a transaction whose value equals or exceedsnanrd specified in &
sovereign order, whether this is effected in onerafon or severa
operations between which there appears to be adink

c. a transaction, even below the value specifiethé sovereign ordef

where there is suspected money laundering, temotiiancing or
corruption; or

3. when the bodies and persons specified in secficend 2 have doub
about the veracity or accuracy of the informatiomaerning the identity
of an existing customer.

In the case of individuals, the identification aretification shall include
the family and first names and the address.

In the case of legal persons, other legal entarestrusts, they shall cov

the business name and registered office, the fistlirectors and the

provisions governing the power to commit the bodyaerned, withou
prejudice to the measures stipulated in section 5.1

The identification shall also concern the plannedppse and nature ¢
the business relationship.

@]
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The arrangements for applying this section shallldid down in a
sovereign order.

Draft sovereign order, article 2

A business relationship is established within tleamng of section 4.1 @

the legislation when:

 an undertaking and a customer conclude a contrduise\

execution requires several successive operatiorize teffected
between them over a fixed or unspecified periodylich creates
continuing obligations;

a customer regularly and repeatedly requests thdcee of the sam

undertaking to undertake distinct and successhanfiial operations.

Recommendation
of the MONEYVAL
Report

The verification modalities of the identity of osimmal customers

wishing to make a wire transfer valued at under £a0D0 should be

clearly defined by binding provisions.

Measures taken
to implement the
Recommendation
of the Report

» Sovereign order 1.630 of 30 April 2008 specifiesacly the
arrangements for verifying the identity of occasibrtustomers whe
request a financial undertaking to effect an oareaitransfer of funds g
an amount less than € 15 000.

Sovereign Order 1.630 of 30 April 2008 amending Seweign Order
631 of 10 August 2006

Article 1
A paragraph is added to Article 1 of Our Order @110 August 2006
aforesaid, reading as follows:
"They are required to verify the identity of ocaa®l clients requesting
wire transfer or fund transfer, whatever the amgunt

. The Monegasque authorities have included provisionghe
new draft legislation that specify clearly the agaments for verifying
the identity of occasional customers who wish t&enaire transfers.
Identity must be established and verified no mattest the sum involve
(see Special Recommendation VII)

Draft legislation, section 4

Bodies and persons covered by sections 1 and 2 dastify their
customers and their agents and verify their idgntibased orn
documentary proof, of which a copy shall be retdine

1. for regular customers, before establishing d@nlegs relationship;
2. for occasional customers, when they wish toctffe

a. a transfer of funds

b. a transaction whose value equals or exceedsnanrd specified in &
sovereign order, whether this is effected in onerafion or severa
operations between which there appears to be adink

c. a transaction, even below the value specifiethesovereign ordef

where there is suspected money laundering, temorimancing or

174
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corruption; or
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3. when the bodies and persons specified in secficemd 2 have doub
about the veracity or accuracy of the informatiomeerning the identity
of an existing customer.

In the case of individuals, the identification aretification shall include
the family and first names and the address.

In the case of legal persons, other legal entitrebstrusts, they shall cov

the business name and registered office, the fistlirectors and the

provisions governing the power to commit the bodypaerned, withou
prejudice to the measures stipulated in section 5.1

The identification shall also concern the plannedpopse and nature (
the business relationship.

The arrangements for applying this section shallldad down in a
sovereign order.

Draft sovereign order, article 6

1. When customers who are individuals are met fadace, their identity
must be verified in accordance with section 4 ef ldgislation by mean
of any currently valid official document carryingphotograph.

2. When an address is not included in the offid@ument presented [
a customer, or in case of doubt as to the correstoethe address give
the undertaking is required to verify this inforioat via another
document likely to offer proof to the real addressl to take a copy ¢
this.

[S
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Recommendation
of the MONEYVAL
Report

The elements on which the identification of tristsased should be mo
accurate and should indicate more clearly for tlmmaerned entities wh
has to be identified during a trust identification.

[€

Measures taken
to implement the
Recommendation
of the Report

* The Monegasque authorities have supplemented tresures
concerning the identification of trusts in a drefivereign order that wi
be published shortly.

Draft sovereign order to amend sovereign order 116D, article 1:
Sub-paragraphs 6 and 7 of article 1 of sovereigterol1.160 of 24
January 1994 are repealed and replaced by thevialjcsub-paragraphs:
When identifying customers that are legal entibegrusts, the financia
undertakings shall take cognisance of the existenatre, objective
pursued and management and representation arrangewfethe lega
entity or trust concerned. They shall verify thiformation based on arn
documents likely to provide supporting evidence egtdin copies of al
these documents.

Identification shall include taking cognisance ofdlaverifying the list off
persons authorised to manage these customers, basddcumentary
proof.

When the customer is a legal person, the benefmiaters shall be

understood to be:

L

U7

174

11



- individuals who, in the last resort, directly iodirectly control more
than 25% of the shares or the voting rights ofi¢igal person;
- individuals who otherwise exercise power to dirfdh@ management ¢
the legal person.
When the customer or the holder of a controllingrehis a company that
is stock exchange listed or can invite investmenmf the public, is
located in a state that complies with and applies internationally
recognised recommendations on combating money é&ingd and
terrorism financing and is subject to reporting uiegments, it is not
necessary to identify the company's shareholderdoowerify their
identity. This exception does not apply in casesn@hmoney laundering
terrorism financing or corruption are suspected.
Financial undertakings shall take all reasonablasuees to verify the lis
of real beneficial owners based on any documemslylito provide
supporting evidence under the legislation applieablthe legal person.
When the customer is a legal entity or trust, thedbicial owners shall be
understood to be:
1. when the future beneficiaries have already bwened, the person or
persons who are beneficiaries of at least 25% efagsets of the legal
entity or trust;
2. when the individual beneficiaries of the legatity or trust have not
yet been named, the group of persons in whoseipahioterest the lega
entity or trust has been established or produsesffiects;
3. the individual or individuals who exercise cahtover at least 25% qf
the assets of the legal entity or trust;

4. the constituent or constituents of the legaktgnt trust.
Financial undertakings shall take all reasonablasuees to:
- verify the list of beneficial owners in 1. andof.paragraph 11, based on
the instrument creating the legal entity or trustany other documents
likely to provide supporting evidence;
- establish the list of real beneficial owners $fiett in 2. and 3. of the
previous paragraph, based on any available inféomathat can
reasonably be relied on.

=4

—

« The Monegasque authorities have supplemented thesures
concerning the identification of trusts in draftiildation that will shortly
be submitted to the National Councilhe following articles specify
which persons must be identified as part of thatifleation of trusts.

Draft sovereign order, article 8
When identifying customers that are legal personsusts, the financial
bodies shall take cognisance of the existence reatibjectives pursued
and management and representation arrangemenitg ¢édal person o
trust concerned, and shall verify this informatibg means of any
relevant documentation, of which they shall retaipies.

Identification shall include taking cognisance oflaverifying the list off
persons authorised to manage these customers, basddcumentary
proof.

=
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Draft sovereign order, article 16
When the customer is a legal entity or trust, thedficial owners shall be
understood to be:
1. when the future beneficiaries have already beened, the person or
persons who are beneficiaries of at least 25% efagsets of the legal
entity or trust;
2. when the individual beneficiaries of the legatity or trust have not
yet been named, the group of persons in whoseipahioterest the lega
entity or trust has been established or produsesffiects;
3. the individual or individuals who exercise cahtover at least 25% ¢
the assets of the legal entity or trust;

4. the constituent or constituents of the legatgnt trust.

=

The undertakings concerned shall take all reasenalasures to verify
the list of real beneficial owners in paragraph &dd 1.4., based on the
instrument creating the legal entity or trust oy ather documents likely
to provide supporting evidence;

They shall take all reasonable measures to edtaltie list of real
beneficial owners specified in paragraphs 1, 2 8ndased on any
available information that can reasonably be redied

Recommendation
of the MONEYVAL
Report

The Monegasque provisions should be adapted todeclas beneficial
owners, the persons who have no share of the ddnitastill provide the
leadership of or “brains behind” a company and pems who have
established trusts.

Measures taken
to implement the
Recommendation
of the Report

 The Monegasque authorities have set out, in a dfereign
order that will shortly be published, measuresdentify, in connectior
with real beneficiaries, persons who do not hawerarolling interest in
the capital of a legal person but still represéet persons who comprise
the mind and management, and persons who havatatedtrusts.

Draft sovereign order to amend sovereign order 116D, article 1
Sub-paragraphs 6 and 7 of article 1 of sovereigierol1.160 of 24
January 1994 are repealed and replaced by thevialjssub-paragraphs:
When identifying customers that are legal persongrusts, financia
undertakings shall take cognisance of the existenatre, objective
pursued and management and representation arrangewfethe lega
person or trust concerned. They shall verify thfsimation by means g
any relevant documentation, of which they shaliretopies.
Identification shall include taking cognisance ofdlaverifying the list of]
persons authorised to manage these customers, basddcumentary
proof.
When the customer is a legal person, the benefmiaters shall be
understood to be:
- individuals who, in the last resort, directly imdirectly control more
than 25% of the shares or the voting rights ofi¢igal entity;
- individuals who otherwise exercise control oue thanagement of the
legal entity.

When the customer or the holder of a controllingreahs a company that
is stock exchange listed or can invite investmenif the public, ii

U7
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located in a state that complies with and applies internationally
recognised recommendations on combating money é&ingd and
terrorism financing and is subject to reporting uiegments, it is not
necessary to identify the company's shareholderdoowerify their
identity. This exception does not apply in casegn@hmoney laundering
or terrorism financing are suspected.

Financial undertakings shall take all reasonablasuees to verify the lig
of real beneficial owners based on any documemslylito provide
supporting evidence under the legislation applieablthe legal person.
When the customer is a legal entity or trust, thedficial owners shall be
understood to be:
1. when the future beneficiaries have already beened, the person or
persons who are beneficiaries of at least 25% efatsets of the legal
entity or trust;
2. when the individual beneficiaries of the legatity or trust have not
yet been named, the group of persons in whoseipahinterest the lega
entity or trust has been established or produsesffiects;

3. the individual or individuals who exercise cahtover at least 25% qf
the assets of the legal entity or trust;

4. the constituent or constituents of the legaktgnt trust.

Financial undertakings shall take all reasonablasuees to:

- verify the list of beneficial owners in 1. andot.paragraph 11, based
the instrument creating the legal entity or trustaoy other document
likely to provide supporting evidence;

- establish the list of real beneficial owners $fiet in 2. and 3. of the
previous paragraph, based on any available infoomathat can
reasonably be relied on.

—
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» The Monegasque authorities have also set out, iulrait
amendment to the legislation that will shortly hegented to the Nationgl
Council, measures to identify, in connection witalr beneficiaries,
persons who do not have a controlling interesthim ¢apital of a legal
person but still represent the persons who comptiige mind and
management, and persons who have constituted.trusts

Draft sovereign order, article 1581
81. When the customer is a legal person, the bgakbwners shall be
understood to be:

- individuals who, in the last resort, directly iodirectly control more
than 25% of the shares or the voting rights ofi¢igal entity;

- individuals who otherwise exercise control oue thanagement of the
legal entity.

v

When the customer or the holder of a controllingrehis a company that
is stock exchange listed or can invite investmenmf the public, i
located in a state that complies with and applies internationally
recognised recommendations on combating money é&ingd and
terrorism financing and is subject to reporting uiegments, it is not
necessary to identify the company's shareholderdoowerify their
identity.

14



This exception does not apply in cases where mdaagpdering or
terrorism financing are suspected.

82. Financial undertakings shall take all reasanafasures to verify th
list of real beneficial owners specified in 81.hsbd on any documen
likely to provide supporting evidence under theidkgion applicable tg
the legal person.

Draft sovereign order, article 16

When the customer is a legal entity or trust, thedficial owners shall b
understood to be:

1. when the future beneficiaries have already beened, the person ¢
persons who are beneficiaries of at least 25% efasets of the leg
entity or trust;

2. when the individual beneficiaries of the legatity or trust have no
yet been named, the group of persons in whoseipahioterest the lega
entity or trust has been established or produsesffiects;

3. the individual or individuals who exercise cahtover at least 25% ¢
the assets of the legal entity or trust;

4. the constituent or constituents of the legatgnt trust.

The undertakings concerned shall take all reasenaelasures to verif]

the list of real beneficial owners in paragraph &dd 1.4., based on the

instrument creating the legal entity or trust oy ather documents likel
to provide supporting evidence;

They shall take all reasonable measures to edtaltie list of real
beneficial owners specified in paragraphs 1, 2 8ndased on an
available information that can reasonably be redied

ts

y

y

Recommendation
of the MONEYVAL
Report

Without reconsidering the fact that every financradtitution, as far as i
is concerned, is obliged to define the most appadpd concrete
modalities of identification of high risk situati®nthat require an
increased vigilance, and jointly with the threshafl€ 100 000 abov
which the vigilance regarding the clients operatomeeds to b
reinforced, the Monegasque authorities should @efivhat conditiong
these individual systems should satisfy to be densd as adequate. T}
Monegasque authorities should publish in particulauidelines
concerning the setting up of the risk-based apphnaaterred to in art. 5
al.2, 4th and 5th dash of the OS

WD

e

Measures taken
to implement the
Recommendation
of the Report

* The Monegasque authorities have included in thé Brgislation
to be tabled shortly more details on the conditiordividual systems
must satisfy to be considered adequate.

Draft legislation, section 11

The bodies and persons covered by sections 1 amd Equired to pa
especially close attention to any transactionsiqaarly likely, because
of their complex or unusual character, having rdgar the customer'
activities or the lack of any financial or appahgrnégal justification, to
be linked to money laundering or terrorism finagcin

<

[
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The bodies and persons concerned shall preparéttanmreport on the
result of this examination concerning the origird atestination of the
sums involved and the object of the transaction iteneficiary. The
report and all documents pertaining to the transacthall be submitted
by the persons specified in section 13 for retentio the period specified
in section 10 and shall be made available if rexglito SICCFIN.

The measures specified in this section shall afgalyato transactions
involving a consideration with links to a state tmrritory whose
legislation is recognised to be inadequate or whpsactices are
considered to be an obstacle to combating moneaydkxing, terrorism
financing or corruption.

The states or territories and the minimum amounthef transaction
concerned shall be specified in a ministerial arder

UJ

Draft sovereign order, article 38

SICCFIN may propose any changes to legislatioregulations it deem
necessary to combat money laundering, terrorisemfimng or corruption.
SICCFIN may issue any instructions or recommendatit considers
necessary concerning the application of the letiislaand this sovereign
order.

[72)

* In addition, on 28 February 2008, SICCFIN wrote fioancial
undertakings setting out the risk based approadietapplied(see

appendix).
Recommendation The provisions that are in force concerning theréased vigilance
of the MONEYVAL | should be completed to specify the additional rasjwilities to which the
Report entities are bound, beyond the obligation to pracés a new customer
identification.
Measures taken The Monegasque authorities have included in thé tgislation to be
to implement the tabled shortly more details about the additiondigations by which the
Recommendation relevant bodies are bound, over and above thatewflynidentifying

of the Report customers where increased diligence is requifé. wording has been

altered to cover these points.

Draft legislation, section 4

Bodies and persons covered by sections 1 and 2 idastify their
customers and their agents and verify their idgntibased orn
documentary proof, of which a copy shall be retdine

1. for regular customers, before establishing aness relationship;
2. for occasional customers, when they wish tockffe

a. a transfer of funds

b. a transaction whose value equals or exceedsnanrd specified in &
sovereign order, whether this is effected in onerajon or several
operations between which there appears to be adink
C. a transaction, even below the value specifieth@sovereign ordef
where there is suspected money laundering, temotiiancing or
corruption; or

3. when the bodies and persons specified in sexficend 2 have doubts
about the veracity or accuracy of the informatiomaerning the identity

16



of an existing customer.

In the case of individuals, the identification aretification shall include
the family and first names and the address.

In the case of legal persons, other legal entarestrusts, they shall cov

the business name and registered office, the fistlirectors and the
provisions governing the power to commit the bodyaerned, without

prejudice to the measures stipulated in section 5.1

The identification shall also concern the plannedppse and nature of

the business relationship.

The arrangements for applying this section shallldid down in a
sovereign order.

Draft sovereign order, article 10

In order to identify the planned object and natafe the busines
relationship, undertakings shall take cognisancenaf register the type
of transaction which customers request and anyrmdton necessary t
determine the purpose of the business relationshigsaged by thg
customer.

This information, which includes in particular thggin of the customer
assets and his or her financial background, musiohérmed by reliable
documents, figures or other sources of information.

Recommendation
of the MONEYVAL
Report

Though the Monegasque authorities maintain that theancial
institutions are not allowed, other than in sitwats specified in law, t
exercise simplified diligence in situations thakyhthemselves ha
identified as low risk, the wording of the reguteis does no
unambiguously exclude this possibility.

Measures taken
to implement the
Recommendation
of the Report

 The Monegasque authorities have included in a dm@fereign
order shortly to be published measures to preveané€ial undertaking
from applying simplified due diligence procedurassituations that the
themselves consider to be low risk, other than gpesified in law.

Draft sovereign order to amend sovereign order 116D, article 4
Article 5.2.5 of sovereign order 11.160 of 24 Jagu94 is amended &
follows:

- the procedure to follow to establish the disims between an
requirements of different levels of risk accordiogobjective criteria se
by each financial undertaking, taking into accodin¢ services an
products it offers and those of the customers atrwit aims, in order tg
determine an appropriate scale of risk;

* In addition, the draft changes to the legislatiofi sompletely
reorganise the anti-laundering and terrorism fifragnarrangements.his
new wording prevents financial undertakings fronplgimg simplified
due diligence procedures in situations that theyngelves consider to |

19%
—

174
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low risk, other than ones specified in law.
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Draft legislation, section 4bis §7

1. The bodies and persons specified in sectionadl2amust exercis
constant vigilance with regard to business relatiips, particularly by
examining operations and transactions concludealitiivout the duratio
of a business relationship and, if necessary, thggnoof funds, to verify|
that these operations and transactions are comsistth what is known
about these customers, their social and financadkdprounds, theif
commercial activities and their risk profile, ang keeping the relevar
documents, data and information up to date by paglose attention to
operations and transactions effected.

4]

—

—

2. If the bodies and persons specified in sectibrasd 2 are unable to
satisfy the obligations in section 4 and 81 abtivey may not establish or
maintain a business relationship. They should a@eeitiether SICCFIN
should be informed of this, in accordance withisest 16 to 20.

3. The bodies and persons specified in 88 1 to Ssedftion 1 are
authorised to use a third party to carry out thégabons specified in
section 4 and 81 above, if the latter is a credfirmncial institution that
has itself carried out these due diligence pro@siand is established in a
state whose legislation imposes obligations egeivaio those in sections
4, 4bis and 5, compliance with which is monitored.

4. The bodies and persons specified in 88 6 to flSeation 1 areg
authorised to use a third party to carry out thégabons specified in
section 4 and 81 above, if the latter is a credfirmncial institution that
has itself carried out these due diligence proaegiur

5. The bodies and persons specified in sectionsd1?awhose activities
include money transfers are required to includ¢hizse operations and
the accompanying messages, precise and usefulmafan on the
customers making the order.

These bodies shall also retain all information #madismit it when they
act as intermediaries in a payment chain.

Specific measures may be taken for cross-borderthbatinsfers and
permanent transfers of salaries and pensions thanat create an
increased risk of money laundering, terrorism firing or corruption.
The conditions in which this information must beareed or made
available to the authorities or other financiatitasions shall be specifie
in a sovereign order.

|®N

6. The bodies specified in thd" paragraph of section 1 must ident
their customers and verify their identity, baseddocumentary proof, o
which a copy shall be retained, when they purclbasxchange gamblin
chips for amounts equal to or in excess of the amnapecified in 3
sovereign order and when they wish to effect amgobperation relating
to gaming, without prejudice to the measures sjgetif section 5.

-
<

(@]

7. The rules for implementing the obligations listabove shall bg
specified in a sovereign order according to th& psesented by th

(ORI
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customer, the business relationship or the traimsact

Draft legislation, section 582
1. The bodies and persons specified in sectiomgd2amust identify and
take all reasonable measures to verify the idewfitpersons for whosg
benefit operations or transactions are effected:
a. if there is any doubt as to whether customeesiipd in section 481
are acting on their own account or it is certaiat tthhey are not acting gn
their own account;

b. when the customer is a legal person, a legdyenta trust.

When the customer is a legal person, a legal eotigytrust, the measures
include the identification of the individual or ineuals who actually
own or control the customer.

2. The rules for implementing the obligations listabove shall bg
specified in a sovereign order according to th& psesented by th
customer, the business relationship or the traimsact

D

Draft sovereign order, article 25
The undertakings concerned shall draw up and imgéra policy anc
procedures appropriate to their area of activitypeoapplied before any
business relationship is established, to enabla ttecontribute fully tg
preventing money laundering, terrorism financingd azorruption by
taking cognisance and carrying out an appropriaemation of the
characteristics of new customers and/or the sesvareoperations foy
which their assistance is requested, particulaiti vegard to the risk of
money laundering, terrorism financing or corruption
The relevant policy and procedures shall estaldistinctions between
and the requirements of different levels of riskcading to objective
criteria set by each undertaking, taking into actotlne services and
products he offers and those of the customers atwie aims, in order
to determine an appropriate scale of risk.
Undertakings must be able to show that the scalbeomeasures they are
taking is appropriate to the risk of money launagyiterrorism financing
or corruption.

Recommendation The provisions authorizing a lower level of diligenfor customers that
of the MONEYVAL | are public companies do not require them to be exttbjo the laws of
Report countries that comply with and apply the FATF reomndations.
Measures taken « The Monegasque authorities have included in a d@ftreign
to implement the order to be published shortly measures to ensatethie simplified due
Recommendation

diligence measures concerning companies invitingstment from the
public are only applicable if the customer compasycovered by the
legislation of a country that complies with and lgggp FATF
recommendations.

of the Report

Draft sovereign order to amend sovereign order 116D, article 1
Sub-paragraphs 6 and 7 of article 1 of sovereigierol1.160 of 24
January 1994 are repealed and replaced by thevialjssub-paragraphs:
When identifying customers that are legal entitigstrusts, financial
undertakings shall take cognisance of the existenatre, objective

U7
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pursued and management and representation arrangewfethe lega
entity or trust concerned. They shall verify thdormation by means o
any relevant documentation, of which they shaliretopies.
Identification shall include taking cognisance ofdlaverifying the list off
persons authorised to manage these customers, basddcumentary
proof.
When the customer is a legal person, the benefmiaters shall be
understood to be:
- individuals who, in the last resort, directly iodirectly control more
than 25% of the shares or the voting rights ofi¢igal person;
- individuals who otherwise exercise control oue thanagement of the
legal person.
When the customer or the holder of a controllingrehs a company that
is stock exchange listed or can invite investmenmf the public, i
located in a state that complies with and applies internationally
recognised recommendations on combating money é&ingd and
terrorism financing and is subject to reporting uiegments, it is not
necessary to identify the company's shareholdergoowerify their
identity. this exception does not apply in cases where mémaydering
or terrorism financing are suspected.

Financial undertakings shall take all reasonablasuees to verify the lig
of real beneficial owners based on any documemslylito provide
supporting evidence under the legislation applieablthe legal person.
When the customer is a legal entity or trust, thedficial owners shall be
understood to be:
1. when the future beneficiaries have already beened, the person or
persons who are beneficiaries of at least 25% efatsets of the legal
entity or trust;
2. when the individual beneficiaries of the legatity or trust have not
yet been named, the group of persons in whoseipahinterest the lega
entity or trust has been established or produsesffiects;
3. the individual or individuals who exercise cahtover at least 25% qf
the assets of the legal entity or trust;

4. the constituent or constituents of the legatgnt trust.
Financial undertakings shall take all reasonablasuees to:
- verify the list of beneficial owners in 1. andet.paragraph 11, based on
the instrument creating the legal entity or trustany other documents
likely to provide supporting evidence;
- establish the list of real beneficial owners #jgett in 2. and 3. of the
previous paragraph, based on any available infoomathat can
reasonably be relied on.

=~

—

* The Monegasque authorities have included in thé Brgislation
to be tabled shortly measures to ensure that thplified due diligence
measures concerning companies inviting investmem fthe public are
only applicable if the customer company is covdrgdhe legislation of a
country that complies with and applies FATF recomdations.

Draft sovereign order, article 1581
81. When the customer is a legal person, the bgakbwners shall be
understood to be:

v
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- individuals who, in the last resort, directly iodirectly control more
than 25% of the shares or the voting rights ofi¢igal person;
- individuals who otherwise exercise control oue thanagement of the
legal person.

When the customer or the holder of a controllingrehs a company that
is stock exchange listed or can invite investmenmf the public, i
located in a state that complies with and applies internationally
recognised recommendations on combating money é&ingd and
terrorism financing and is subject to reporting uiegments, it is not
necessary to identify the company's shareholderdoowerify their
identity.

This exception does not apply in cases where mdaagdering or
terrorism financing are suspected.

82. Financial undertakings shall take all reasanatetasures to verify the
list of real beneficial owners specified in 81.Asbd on any documents
likely to provide supporting evidence under theidigion applicable tg
the legal person.

Recommendation
of the MONEYVAL
Report

The provisions authorizing a lower level of diligenfor customers that
are financial institutions subject to the legistatior public companies d
not stipulate exceptions when there are suspiciémsoney laundering o
terrorist financing.

= O

Measures taken
to implement the
Recommendation
of the Report

* The Monegasque authorities have included in a diafereign
order to be published shortly measures to ensatetiie simplified due
diligence measures are not applicable if theresaspicions of money
laundering or terrorism financing.

Draft sovereign order to amend sovereign order 116D, article 1
Sub-paragraphs 6 and 7 of article 1 of sovereigierol1.160 of 24
January 1994 are repealed and replaced by theviatjcsub-paragraphs:
When identifying customers that are legal entiteestrusts, financia
undertakings shall take cognisance of the existenature, objective
pursued and management and representation arrangewfethe lega
entity or trust concerned. They shall verify thformation by means o
any relevant documentation, of which they shabiretopies.
Identification shall include taking cognisance ofdlaverifying the list of]
persons authorised to manage these customers, basddcumentary
proof.

When the customer is a legal person, the benefmiaters shall be
understood to be:

- individuals who, in the last resort, directly iodirectly control more
than 25% of the shares or the voting rights ofi¢igal person;

- individuals who otherwise exercise control oue thanagement of the
legal person.
When the customer or the holder of a controllingrehis a company that
is stock exchange listed or can invite investmenmf the public, i
located in a state that complies with and applies internationall
recognised recommendations on combating money é&ingd and
terrorism financing and is subject to reporting uiegments, it is no

1°2)
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necessary to identify the company's shareholderdoowerify their
identity. This exception does not apply in cases where mémeyering
or terrorism financing are suspected.

Financial undertakings shall take all reasonablasuees to verify the lig
of real beneficial owners based on any documemslylito provide
supporting evidence under the legislation applieablthe legal person.
When the customer is a legal entity or trust, thedficial owners shall be
understood to be:
1. when the future beneficiaries have already beened, the person or
persons who are beneficiaries of at least 25% efagsets of the legal
entity or trust;
2. when the individual beneficiaries of the legatity or trust have not
yet been named, the group of persons in whoseipahinterest the lega
entity or trust has been established or produsesffiects;
3. the individual or individuals who exercise cahtover at least 25% qf
the assets of the legal entity or trust;

4. the constituent or constituents of the legaktgnt trust.
Financial undertakings shall take all reasonablasuees to:
- verify the list of beneficial owners in 1. andct.paragraph 11, based on
the instrument creating the legal entity or trustany other documents
likely to provide supporting evidence;
- establish the list of real beneficial owners $fiett in 2. and 3. of the
previous paragraph, based on any available infoomathat can
reasonably be relied on.

—

» The Monegasque authorities have also taken accotrthis
recommendation in the draft changes to the legisidiy making it clea
that section 15.1 does not apply if money laundgrierrorism financing
or corruption are suspected

Draft sovereign order, article 1581
81. When the customer is a legal person, the bgakbwners shall be
understood to be:
- individuals who, in the last resort, directly iodirectly control more
than 25% of the shares or the voting rights ofi¢igal person;
- individuals who otherwise exercise control oue thanagement of the
legal person.

v

When the customer or the holder of a controllingrehis a company that
is stock exchange listed or can invite investmenmf the public, is
located in a state that complies with and applies internationally
recognised recommendations on combating money é&ingd and
terrorism financing and is subject to reporting uiegments, it is not
necessary to identify the company's shareholderdoowerify their
identity.

This exception does not apply in cases where mdaagpdering or
terrorism financing are suspected.

§2. Financial undertakings shall take all reasanatasures to verify the
list of real beneficial owners specified in 81.Asbd on any documents
likely to provide supporting evidence under theidkgion applicable ta
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the legal person.

(Other) changes since

the last evaluation

Recommendation 5 (Customer due diligence)
ll. Regarding DNFBP®

Recommendation
of the MONEYVAL
Report

The Monegasque authorities should put a stop tdethal uncertainty thal
comes from the decision of annulation No. 14.4662®f April 2000
pronounced by the Supreme Court the 6 March 2091t anly points ou

the lawyers. They should ensure that the lawyems subject to the

preventive obligations provided for in the recomdsion 12 of the FATF.

Measures taken
to implement the
Recommendation
of the Report

The Monegasque authorities have included in thdt degislation to be
tabled shortly a precise statement of cases wiagrgers are subject to t
same obligations as financial establishments, t tee legal uncertaint
following the Supreme Court's decision of 6 Mar€l®2 to annul sovereig
order 14.466 of 22 April 2000, in so far as it cems this profession.

Draft legislation, section 2

Where this is expressly stipulated, the provisiohghis legislation shal
also apply to the following persons:

1. notaries;

2. court bailiffs;

3. persons coming within the scope of Act 1.23%henvarious professior
of auditors;

4. persons coming within the scope of Act 1.047tloe professions g
defence lawyer and lawyer:

« when they prepare for or carry out transactions ttogir client
concerning:

a. the purchase or sale of real estate or comnheirmilertakings;

b. activities in connection with the formation, og@on or management (

companies;

c. the establishment, operation or management uststr companies g

similar bodies;

» when they act in the name of their client and anc¢hent's behalf in
any financial or property transaction.

oD <

7]

pf

=

Recommendation
of the MONEYVAL
Report

The legal framework applicable to the casinos stidag completed so th
they are required to ensure that the customers aotng on their own
behalf or on behalf of effective beneficiaries.

Measures taken
to implement the
Recommendation
of the Report

* The Monegasque authorities have included in a dsa¥tereign
order to be published shortly measures requiringinoa to establis
whether their customers are acting on their owralbadr that of beneficia
owners.

Draft sovereign order to amend sovereign order 116D, article 3
The following provisions are inserted before theafi sub-paragraph ¢
article 1 of sovereign order 11.160 of 24 Janu&g41

=h

Gaming houses shall be required to establish whebigdr customers ar

%j.e. part of Recommendation 12.
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acting on their own behalf or that of beneficialress.

e The Monegasque authorities have also included & dnaft
legislation to be tabled shortly measures requirdaginos to establis
whether their customers are acting on their owralbar that of beneficia
owners by making them subject to section 5 of dggslation on exactly th
same basis as the other professions listed.

=y

1)

Draft legislation, section 1
The following bodies and persons are subject to ghwvisions of this
legislation:

1. Persons who carry on banking or bank intermiegiabusiness on a
regular basis;
2. Persons undertaking activities specified inieact of Act 1.338 of 7
September 2007 on financial activities;

3. Insurance companies as specified in Article Dader 4.178 of 12
December 1968 instituting state supervision of iasoe and guaranteed
investment undertakings of all types and organisihg insurance
industry, insurance intermediaries, agents anddrso&stablished in the
Principality in connection with life insurance anmsurance linked to
investments;

4. Persons appearing in the list in section 3 df24e} of 27 February 1936
as amended;
5. Persons specified in section 3 of Act xxx cangybut operations relating
to the establishment, management and control af f[@grsons, legal entitigs
or trusts, and as such providing some or all offtlewing services to thirg
parties:

e acting as agent in the constitution of a legal gerdegal entity of
trust;

» acting, or making the necessary arrangements foespe else t0
act, as director or secretary general of a compasypartner in @
partnership or private limited company, or in aiamfunction for
other legal persons or entities;

e providing a registered office, commercial addrasgremises, or an
administrative or postal address for a companytnpeship or any
other legal person or entity;

e acting, or making the necessary arrangements foegsoe else to
act, as the administrator of a trust;

e acting, or making the necessary arrangements foesoe else to
act, as a shareholder on behalf of another person.

7. Gaming houses;

8. Bureaux de change as specified in section 1coXXX;

9. Money transmitters as specified in section AdfXXX;

10. Estate agents specified in Act 1.252 of 12 RMP2 on activities
relating to certain operations connected with esthte and businesses;
11. Retailers;

12. Business, legal and tax advisers;

13. Services concerned with guarding, protectirgjteansporting currency;
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14. Dealers in precious objects, such as precitmnes, precious materials,
antiques, works of art and other valuable objects;
15. Pawnbrokers;

16. Other persons who, in the conduct of theirrdss, carry out, control or
advise on transactions entailing movements of funds

Bodies and persons undertaking financial activitied meet the following
criteria are not subject to the provisions of thigslation:
- the turnover generated by the financial activitysinnot exceed a
maximum figure laid down in a sovereign order;

- transactions associated with the activity must meateed 3
maximum amount by customer and by transaction daxn in a
sovereign order, whether the transaction takedaime of a single
operation or several apparently linked operations;

- the financial activity is not the principal activiand the turnover it
generates must not exceed a percentage of thetuotalver of the

body or person concerned laid down in a sovereigarg

- the financial activity is appurtenant and direabkéd to the
principal activity;

- the principal activity is not specified in the firsub-paragraph a
this section;

The financial activity is performed solely for thastomers of the principa
activity and is not generally offered to the public

—

Draft legidation, section 5
1. The bodies and persons specified in sectionsd12amust identify and
take all reasonable measures to verify the idemtftypersons for whosg
benefit operations or transactions are effected:
a. if there is any doubt as to whether customeesiied in section 481 are
acting on their own account or it is certain theyt are not acting on their
own account;

b. when the customer is a legal person, a legayanta trust.

When the customer is a legal person, a legal eatity trust, the measures
include the identification of the individual or induals who actually owr]
or control the customer.

2. The rules for implementing the obligations lisebove shall be specified
in a sovereign order according to the risk preskie the customer, the
business relationship or the transaction.

Recommendation
of the MONEYVAL
Report

Other DNFBP (in particular real estate agents, dealin precious metals
and precious stones, notaries, legal and tax adsiaad other independent
accounting professions) should be required to
be subject to due diligence with regard to cust@reard their transaction
in accordance with FATF Recommendation 5.

|92}

Measures taken
to implement the
Recommendation
of the Report

The Monegasque authorities have included in thdt degislation to be
tabled shortly measures to make other designatadimancial businesse
and professions subject to the same due diligeaqairements towards
customers and their operations as financial estabints, in accordance
with FATF recommendation 5 (see section 4-4bis-5).

n
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Draft legislation, section 1
The following bodies and persons are subject to ghwvisions of this
legislation:

1. Persons who carry on banking or bank intermiegiabusiness on a
regular basis;
2. Persons undertaking activities specified inieact of Act 1.338 of 7
September 2007 on financial activities;

3. Insurance companies referred to at Article 3Oofler 4.178 of 12
December 1968 instituting state supervision of iasoe and guaranteed
investment undertakings of all types and organisihg insurance
industry, insurance intermediaries, agents anddrso&stablished in the
Principality in connection with life insurance aimsurance linked td
investments;

4. Persons appearing in the list in section 3 df24el of 27 February 1936,
as amended;
5. Persons referred to in section 3 of Act xxx yiag out operations
relating to the establishment, management and aoofr legal persons,
legal entities or trusts, and as such providingesamall of the following
services to third parties:

e acting as agent in the constitution of a legal gerdegal entity of
trust;

* acting, or making the necessary arrangements foespe else t0
act, as director or secretary general of a compasypartner in @
partnership or private limited company, or in aikmfunction for
other legal persons or entities;

» providing a registered office, commercial addrasgremises, or an
administrative or postal address for a companytnpaship or any
other legal person or entity;

e acting, or making the necessary arrangements foesoe else to
act, as the administrator of a trust;

* acting, or making the necessary arrangements foespe else t0
act, as a shareholder on behalf of another person.

7. Gaming houses;

8. Bureaux de change as specified in section 1coXXX;

8. Money transmitters as specified in section AdfXXX;
10. Estate agents specified in Act 1.252 of 12 RMP2 on activities
relating to certain operations connected with esthte and businesses;
11. Retailers;

12. Business, legal and tax advisers;

13. Services concerned with guarding, protectirgjteensporting currency;
14. Dealers in precious objects, such as precitmmes, precious material
antiques, works of art and other valuable objects;

15. Pawnbrokers;

16. Other persons who, in the conduct of theiriss, carry out, control or
advise on transactions entailing movements of funds

i

Bodies and persons undertaking financial activitied meet the following
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criteria are not subject to the provisions of thigslation:

- the turnover generated by the financial activitysinnot exceed a
maximum figure laid down in a sovereign order;

- transactions associated with the activity must meateed 3
maximum amount by customer and by transaction dawn in a
sovereign order, whether the transaction takedaime of a single
operation or several apparently linked operations;

- the financial activity is not the principal activiand the turnover it
generates must not exceed a percentage of thetuotalver of the
body or person concerned laid down in a sovereigarg

- the financial activity is appurtenant and direabkéd to the
principal activity;

- the principal activity is not specified in the firsub-paragraph a
this section;

- The financial activity is performed solely for thastomers of the
principal activity and is not generally offeredthe public.

—

Draft legislation, section 4

Bodies and persons covered by sections 1 and 2 rdestify their
customers and their agents and verify their idgnbased on documentary
proof, of which a copy shall be retained:

1. for regular customers, before establishing dness relationship;
2. for occasional customers, when they wish toctffe

a. a transfer of funds

b. a transaction whose value equals or exceedsmanrd specified in a
sovereign order, whether this is effected in onerajon or severdl
operations between which there appears to be admk
c. a transaction, even below the value specifiedhin sovereign order
where there is suspected money laundering, temorigiancing or
corruption; or

3. when the bodies and persons specified in sectioand 2 have doubts
about the veracity or accuracy of the informationaerning the identity of
an existing customer.

In the case of individuals, the identification avetification shall include
the family and first names and the address.

In the case of legal persons, other legal entéiss trusts, they shall cov
the business name and registered office, the listlieectors and the
provisions governing the power to commit the bodyaeerned, without
prejudice to the measures stipulated in section 5.1

D
—_

The identification shall also concern the plannadopse and nature of the
business relationship.

The arrangements for applying this section shalalwedown in a sovereigh
order.

Draft legislation, section 4bis
1. The bodies and persons specified in sectionsidl 2a must exercis
constant vigilance with regard to business relatigps, particularly by

4]
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examining operations and transactions concludexitiirout the duration af
a business relationship and, if necessary, thenoofyfunds, to verify tha
these operations and transactions are consistémtwiiat is known abouyt
these customers, their social and financial baakge, their commercial
activities and their risk profile, and by keepitg trelevant documents, data
and information up to date by paying close attentio operations an
transactions effected.

2. If the bodies and persons specified in sectibrend 2 are unable to
satisfy the obligations in section 4 and 81 abolvey may not establish or
maintain a business relationship. They should decithether SICCFIN
should be informed of this, in accordance withisast 16 to 20.

o

3. The bodies and persons specified in 88 1 to<$eofion 1 are authorise
to use a third party to carry out the obligatiopsdfied in section 4 and §
above, if the latter is a credit or financial itistion that has itself carrie
out these due diligence procedures and is estedlish a state whos
legislation imposes obligations equivalent to thimssections 4, 4bis and
compliance with which is monitored.

D Q-
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4. The bodies and persons specified in 88 6 tof Beation 1 are authorise
to use a third party to carry out the obligatiopsdified in section 4 and §
above, if the latter is a credit or financial itistion that has itself carrie
out these due diligence procedures.

QR a

5. The bodies and persons specified in sectionedlZawhose activities
include money transfers are required to includthese operations and the
accompanying messages, precise and useful infemati the customers
making the order.
These bodies shall also retain all information aadsmit it when they agt
as intermediaries in a payment chain.
Specific measures may be taken for cross-bordechbttansfers and
permanent transfers of salaries and pensions thabtcreate an increased
risk of money laundering, terrorism financing orrcption.
The conditions in which this information must b&aieed or made available
to the authorities or other financial institutioskall be specified in a
sovereign order.

6. The bodies specified in th& paragraph of section 1 must identify their
customers and verify their identity, based on dosuotary proof, of which &
copy shall be retained, when they purchase or exghgambling chips for
amounts equal to or in excess of the amount spdcifi a sovereign order
and when they wish to effect any other operatiolatireg to gaming,
without prejudice to the measures specified inised.

7. The rules for implementing the obligations lisebove shall be specified
in a sovereign order according to the risk preskie the customer, the
business relationship or the transaction.

Draft legislation, section 5
1. The bodies and persons specified in sectionsd12amust identify and
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take all reasonable measures to verify the idemftypersons for whosg
benefit operations or transactions are effected:

a. if there is any doubt as to whether customeesifipd in section 481 ar
acting on their own account or it is certain theayt are not acting on their
own account;

b. when the customer is a legal person, a legayenta trust.

®

When the customer is a legal person, a legal eatity trust, the measures
include the identification of the individual or intluals who actually owr]
or control the customer.

2. The rules for implementing the obligations lisebove shall be specified
in a sovereign order according to the risk preskie the customer, the
business relationship or the transaction.

Recommendation
of the MONEYVAL
Report

The limitation of the financial activities of thé~IS to those that are in
relation with the games provided by the motherho(&®M) results from
the practice, and is not based on legislation, faetions or statutory rules|
The Monegasque authorities should establish tm#dition of the activities
of the SFE on a certain legal basis.

Measures taken
to implement the
Recommendation
of the Report

The Government decided to establish the SFE on &@1966, subject t
the express condition, referred to in the goverrtrmeoord, that the nev
company undertake to engage in recovery and veprt-gdrm loan
operations only with customers of the SBM and witthie SBM's premise
(though it was made clear that this undertaking ldrowot appear in the
articles of associationY.he undertaking was formally confirmed in a Ietter
dated 14 April 1966 from the first President of ®BIEE to the Minister o

State As such, the undertaking has contractual force.

< O

WwWn

Consideration is being given to whether such a itimmdshould appear in
the articles of association. There is a problersufstance in that it is not
possible to take legal action to recover gambliabts, in accordance with
Article 1804 of the Civil Code, wherehlipe law does not recognise any
actions concerning gambling debts or the paymendtafes (see TPl 18
SeptembeP007 and 3 June 1993).

(Other) changes
since the last
evaluation

Recommendation 10 (Record keeping)
I. Regarding Financial Institutions

Rating: Largely compliant

Recommendation
of the MONEYVAL
Report

The Monegasque authorities should complete theigioms concerning thg
data and record keeping to explicitly provide fbe trequired period for the
retention of documents relating to transactiondbéextended of requested
by the competent authority in specific cases, i mecessary to carry out
their responsibilities. The same applies to theeméon in writing of
identification information, accounting documentatiocand commerci

correspondence. a(

DD D

29



Measures taken
to implement the
Recommendation
of the Report

The Monegasque authorities have included in thét degislation to b
tabled shortly measures to supplement existingiregpents to make |
explicit that the length of time any information document relating t
transactions should be maintained can be exterideddmpetent authority
SO requests in connection with specific cases amdcarry out itg
responsibilities.

=4

Draft legislation, section 10
The bodies and persons specified in sections 12asithll maintain for at
least five years after ending relationships witlgutar or occasional
customers as defined in sections 4.1 and 4.1, a @bpll documents used
to identify and verify the identity of those custers.

The same shall apply to documents used for ideatiin purposes in
accordance with section 5.

The bodies and persons specified in sections 12asithll maintain for at
least five years after the implementation of opers copies of
registrations, account books, commercial correspooel and other
documents relating to transactions to permit tipeecise reconstitutiorn).
They shall record operations carried out so aset@lle to reply to th
requests for information specified in section 23thim the time limit
specified in this section.

D

SICCFIN may request an extension to the retentaiod in specific cases,

The bodies and persons specified in sections R2ard required to operate
systems to enable them to reply rapidly and in fallany request fo
information from SICCFIN to enable it to determiméhether they are
maintaining or have maintained over the previoug fyears a business
relationship with a specific individual or legalrpen and the nature of this
relationship.

=

Recommendation
of the MONEYVAL
Report

The law or regulation should as well be complengeorder to specify
that data and documents must be maintained in anftrat makes it
possible to reconstruct individual transactions grdvide evidence in th
case of prosecution

[¢)

Measures taken
to implement the
Recommendation
of the Report

The Monegasque authorities have included in thé degislation to be
tabled shortly measures specifying that informatiod documents must be
maintained in a manner that permits the reconiituof individual
transactions and the provision of evidence in tlvene of criminal
prosecution.

Draft legislation, section 10
The bodies and persons specified in sections 12asithll maintain for at
least five years after ending relationships witlgutar or occasiondl
customers as defined in sections 4.1 and 4.1, a @bpll documents used
to identify and verify the identity of those custers.

The same shall apply to documents used for ideatiin purposes in
accordance with section 5.
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The bodies and persons specified in sections 12asithll maintain for at
least five years after the implementation of operst, copies of
registrations, account books, commercial correspooel and other
documents relating to transactions to permit tipe@cise reconstitution.
They shall record operations carried out so aset@lle to reply to th
requests for information specified in section 23thim the time limit
specified in this section.

D

SICCFIN may request an extension to the retent@iogd in specific cases,

The bodies and persons specified in sections Raare required to operate
systems to enable them to reply rapidly and in fallany request fo
information from SICCFIN to enable it to determiméhether they are
maintaining or have maintained over the previowg fyears a business
relationship with a specific individual or legalrpen and the nature of this
relationship.

=

(Other) changes
since the last

evaluation
Recommendation 10 (Record keeping)
Il. Regarding DNFBP*
Recommendation | Other DNFBP (in particular real estate agents, dealin precious metals

of the MONEYVAL
Report

and precious stones, notaries, legal and tax adsiaad other independent
accounting professions) should be required to kaegtomer identificatior
and transaction records in accordance with FATF étemendation 10.

Measures taken
to implement the
Recommendation
of the Report

The Monegasque authorities have included in thé degislation to be
tabled shortly measures to make the other designaten-financial
businesses and professions subject to the relegganirementsSection 10
of the draft legislation makes the obligation toimin documents used to
identify clients and customers, and their operatioapplicable to the
persons specified in sections 1 and 2, includirigtesagents, dealers jn
precious metals and stones, notaries, legal anadsisers and the oth
independent accounting professions, in accordancgh WFATF
recommendation 10.

1%
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Draft legislation, section 10
The bodies and persons specified in sections 12asithll maintain for at
least five years after ending relationships witlgutar or occasiondl
customers as defined in sections 4.1 and 4.1, a @bpll documents used
to identify and verify the identity of those custers.

The same shall apply to documents used for ideatiin purposes in
accordance with section 5.

The bodies and persons specified in sections 12asitall maintain for
least five years after the implementation of opers, copies o
registrations, account books, commercial correspoogl and other
documents relating to transactions to permit tipe@cise reconstitution.
They shall record operations carried out so aset@lle to reply to th

*i.e. part of Recommendation 12.
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requests for information specified in section 23thim the time limit

specified in this section.
SICCFIN may request an extension to the retent@iod in specific cases,

The bodies and persons specified in sections Ranrd required to opera
systems to enable them to reply rapidly and in fallany request fo

information from SICCFIN to enable it to determiméether they arg
maintaining or have maintained over the previowg fyears a busineg

relationship with a specific individual or legalrpen and the nature of thj

relationship.

(Other) changes
since the last
evaluation

Recommendation 13 (Suspicious transaction reporting

I. Regarding Financial Institutions

Rating: Partially compliant

Recommendation
of the MONEYVAL
Report

The Monegasque legal framework should be complstedthat all
designated categories of offences, as defined dy&TF, can apply ir
all circumstances, whether or not they result fronganised criminal
activity.

N

Measures taken
to implement the
Recommendation
of the Report

The Monegasque authorities have included in thé tegislation to be
tabled shortly measures that bring the scope artef suspicions int
line with Article 218 of the Criminal Code by remnyg the reference t
organised crime.

Draft legislation, section 3
For the purposes of this legislation, money lauimgeshall be taken t
mean the offences specified in Article 218 of thianthal Code.

For the purposes of this legislation, terrorismafioing has the samn
meaning as in article 2 of sovereign order 15.328 April 2002 on the
suppression of terrorism financing and covers la sums and all th
operations relating to sums that might be linketetoorism, terrorist act
or terrorist organisations or intended to finarfent.

For the purposes of this legislation, corruptioalshe taken to mean th
offences specified in paragraph IV, section Il,ptka lll, book Il of the
Criminal Code.

The bodies and persons specified in sections Ratdll contribute fully
to the application of this legislation by identifigi all acts of mone)
laundering, terrorism financing and corruption.

Draft legislation, section 1681

1. The bodies and persons specified in sectionsd128 are required t
report to SICCFIN any sums recorded in their boakd any operation
that might be linked to money laundering, terroridinancing or
corruption.

=4
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174

These reports must be in writing and must spedity facts which the
bodies and persons specified in sections 1 andch8ider to be evidenge
in support of their suspicions.

Reports must be submitted before operations amedanut and should
indicate, where appropriate, the time limit withiwhich the operation
must take place.

If circumstances require, reports may initiallydmat by fax.

Any information received after reports have beeonstted and likely to
alter their effect must be communicated to SICCFBI rapidly as
possible.

SICCFIN will acknowledge receipt of such reportsantit receives them
2. If SICCFIN considers it necessary, on accourithefseriousness or the
urgency of the case, it may block the executioaryf operation on behalf

of the customer who is the subject of a report.

This decision is notified by fax or, failing thany other written means
before expiry of the time limit specified in §1.3.

Such decisions shall prevent the execution of apgrations for g
maximum period of three working days from notifioat

In the absence of any notification to bodies andsqes specified in
sections 1 and 2.3 within the time limit specifiadg1.3, they are free t
carry out the operation.

O

3. The measure specified in 82 may be extendednirorder, giving
reasons, issued by the president of the courtsififistance or a judge to
whom he or she has delegated that responsibility.

Funds, securities and other objects concerned pgrte of suspicion
may be placed under sequestration on an ordenggrg@asons, issued by
the president of the court of first instance oudge to whom he or she
has delegated that responsibility, for the purpadgdts protection or, on
the order of the state prosecutor, its seizure ISCSIN, pursuant td
section 15. Sequestration shall be lifted in acancg with the normal
rules of law.

1"}

Such orders are applicable immediately on theiistegion, or ever
before this formality has been completed if thegpidnakes such an
exceptional order, on grounds of urgency.

[oX

Bodies or persons specified in section 1 holdingdfy securities an
other objects concerned by such protective measresesponsible fo
their guardianship.

=
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4. When operations have not been blocked purswa@tand in the
absence of any collusion with the owners of sumghose effecting
operations, the managers and staff of financialeua#ings may not b
prosecuted on the charges specified in the Druds e 890 of 1 July
1970, and articles 218-2 and 339 of the Criminad€o

1%

Recommendation
of the MONEYVAL
Report

It should furthermore be adapted so that the rapgrtrequirement in
Monegasque legislation does not cover all suspgiwansactions, suc
as attempted operations that have failed for reasoiiner than that thg
financial institution has refused to carry out tin@nsaction.

=)

1%

Measures taken
to implement the
Recommendation
of the Report

The Monegasque authorities have included in thé& tegislation to be
tabled shortly measures to extend the reportingatibn in Monegasqu
law to all suspect transactions, including attemptansactions that faile
other than because the financial undertaking refusecarry out the
operation.

o

Draft legislation, section 18
Apart from the cases specified in sections 16 ahdvhen the bodies and
persons specified in sections 1 and 2.3 have kmigeleof a fact that
could be evidence of money laundering, terrorismaricing or corruption
they shall inform SICCFIN immediately in writing.n€&se facts include
operations that have been refused or that couldbeoimplemented
though the customer's own fault.

These reports must be in writing and must spedigy facts which the
bodies and persons specified in sections 1 anddh8ider to be evidenge
in support of their suspicions.

Any information received after reports have beeonstted and likely to
alter their effect must be communicated to SICCHSI rapidly as
possible.

SICCFIN will acknowledge receipt of such reportsantit receives them

(Other) changes since
the last evaluation

Recommendation 13 (Suspicious transaction reporting

ll. Regarding DNFBP®

Recommendation
of the MONEYVAL
Report

 The applicable framework should be modified so tha
reporting requirement covers all theunderlying offes referred
to in FATF Recommendation No. 1, independently hef| t
commission or not by a criminal organisation.

Measures taken
to implement the
Recommendation
of the Report

The Monegasque authorities have included in thé tegislation to be
tabled shortly measures to extend the reportinmatibn in Monegasqu
law to all predicate offences specified in Arti@48 of the Crimina
Code, irrespective of whether or not they were cdtech by a criminal
organisation.

11

Draft legislation, section 3
For the purposes of this legislation, money lauimgeshall be taken t

OJ

®j.e. part of Recommendation 16.
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mean the offences specified in Article 218 of thianthal Code.

For the purposes of this legislation, terrorismafioing has the same
meaning as in article 2 of sovereign order 15.328 April 2002 on the
suppression of terrorism financing and covers ladl sums and all th
operations relating to sums that might be linketetoorism, terrorist act
or terrorist organisations or intended to finarfent.

Ao

For the purposes of this legislation, corruptioalshe taken to mean the
offences specified in paragraph IV, section Il,mtka lll, book Il of the
Criminal Code.

The bodies and persons specified in articles 12asidlall contribute fully
to the application of this legislation by identifigi all acts of mone)
laundering, terrorism financing and corruption.

Draft legislation, section 1681

1. The bodies and persons specified in sectionsd128 are required t
report to SICCFIN any sums recorded in their boakd any operation
that might be linked to money laundering, terroridmancing or
corruption.

(2N e]

These reports must be in writing and must spedigy facts which the
bodies and persons specified in sections 1 anddh8ider to be evidenge
in support of their suspicions.

Reports must be submitted before operations armgedaout and should
indicate, where appropriate, the time limit withihich the operation
must take place.

If circumstances require, reports may initiallydmsat by fax.

Any information received after reports have bedmnstted and likely to
alter their effect must be communicated to SICCHBI rapidly as
possible.

SICCFIN will acknowledge receipt of such reportsenwiit receives them

2. If SICCFIN considers it necessary, on accourithefseriousness or the
urgency of the case, it may block the executioaryf operation on behalf
of the customer who is the subject of a report.

This decision is notified by fax or, failing thany other written means,
before expiry of the time limit specified in §1.3.

Such decisions shall prevent the execution of apgrations for 3
maximum period of three working days from notifioat

In the absence of any notification to bodies andsqes specified in
sections 1 and 2.3 within the time limit specifiadg1.3, they are free t
carry out the operation.

O
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3. The measure specified in 82 may be extendednirorder, giving
reasons, issued by the president of the courtsififistance or a judge to
whom he or she has delegated that responsibility.

I°2}

Funds, securities and other objects concerned pgrise of suspicion
may be placed under sequestration on an ordenggig@asons, issued by
the president of the court of first instance oudge to whom he or she
has delegated that responsibility, for the purpadets protection or, on
the order of the state prosecutor, its seizure ISCSIN, pursuant td
section 15. Sequestration shall be lifted in acanceé with the normal
rules of law.

Such orders are applicable immediately on theiisteggion, or ever
before this formality has been completed if theggidnakes such an
exceptional order, on grounds of urgency.

[®N

Bodies or persons specified in section 1 holdingdfy securities an
other objects concerned by such protective measugesesponsible fg
their guardianship.

=

4. When operations have not been blocked purswa@tand in the
absence of any collusion with the owners of sumghose effecting
operations, the managers and staff of financialeta#fings may not b
prosecuted on the charges specified in the Druds e 890 of 1 July
1970, and articles 218-2 and 339 of the Criminade&Co

D

Recommendation
of the MONEYVAL
Report

 The applicable framework should be modified so tha
undertaking or business in the framework of whiah guspicious
transaction has been carried out can be liable fan
administrative penalty for the failure to reportethransaction,
even though the statutory conditions for imposing ¢riminal
sanction provide for in Article 32 of the law hawet been
satisfied, or where the facts are not sufficiestlyious to warrant
such a criminal sanction.

Measures taken
to implement the
Recommendation
of the Report

U7

The Monegasque authorities have included in th# Egislation change
to the administrative penalties that can be impogegspective of
criminal penalties and have introduced fines.

Draft legislation, section 38
Without prejudice to any criminal penalties, SICNFmay issue a
warning to persons specified in sections 1 andWvh@ fail to comply with
their obligations under this legislation.

In the event of serious fault, SICCFIN may requbstMinister of State
to reprimand the person concerned, bar him fronecéfig certain
operations or suspend or revoke his administratiithorisation.

These penalties, apart from the warning, may berapanied by a fine
not exceeding € 1.5 million and publication in tifécial journal.
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Before any decision is taken to impose penaltiesplrson concerneg
must be informed, in writing, of the complaintsééied against him an
be given the opportunity to explain or be asked ptovide such
explanations. The explanations shall be recordedrgport signed by th
person concerned.

At the hearing, the person may be assisted by mgaisel.

The penalties specified in this section are alggiegble when SICCFIN
officials record a breach of the obligations in fegislation or of the
measures taken to apply them by the persons sgbdifisections 1 an
2.3.

Recommendation
of the MONEYVAL
Report

* The Monegasque authorities should have recour&enaing and
enforceable measures to lay down special vigilanemasures
regarding business relationships or transactions thv
counterparties having links with countries whicli fa apply or
insufficiently apply the FATF Recommendations

Measures taken
to implement the
Recommendation
of the Report

The measures specified in this section shall afgalyato transaction
involving a consideration with links to a state tmrritory whose
legislation is recognised to be inadequate or whpsactices are
considered to be an obstacle to combating moneaydkxing, terrorism
financing or corruption.

Draft legislation, section 11

The bodies and persons covered by sections 1 amd Bequired to pa
especially close attention to any transactionsiqaarly likely, because
of their complex or unusual character, having rdgar the customer'
activities or the lack of any financial or appabheregal justification, to
be linked to money laundering or terrorism finagcin

The bodies and persons concerned shall preparettenmreport on the

result of this examination concerning the origird atestination of the

sums involved and the object of the transaction iteneficiary. The
report and all documents pertaining to the transacthall be submitte
by the persons specified in section 13 for retenftow the period specifie
in section 10 and shall be made available if remgliio SICCFIN.

The measures specified in this section shall afgalyato transaction
involving a consideration with links to a state tmrritory whose
legislation is recognised to be inadequate or whpsactices are
considered to be an obstacle to combating monaydkxing, terrorism
financing or corruption.

The states or territories and the minimum amounthef transaction

|®N
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concerned shall be specified in a ministerial arder
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Recommendation
of the MONEYVAL
Report

Regarding CSPs and trustees:

 The applicable framework should be modified so tha
reporting requirement laid down in Monaco legistatican cove
attempted transactions which have not taken placary reason
other than a refusal by the financial undertakiogctarry out the
transaction, including cancellation of the trandact by the
requester himself or herself.

Measures taken
to implement the
Recommendation
of the Report

The Monegasque authorities have included in thé tegislation to be
tabled shortly measures to extend the reportingiregpent to attempte
operations that failed other than because the dinhondertaking refuse
to carry them out, above all because after requgstich operations the
would-be perpetrators themselves decided not tdraawith them.
This measure is of general application, and apm@asally to company
service providers and trustees.

[oNgoN

Draft legislation, section 18
Apart from the cases specified in sections 16 ahdvhen the bodies and
persons specified in sections 1 and 2.3 have kmigeleof a fact that
could be evidence of money laundering, terrorismaricing or corruption
they shall inform SICCFIN immediately in writing.n€&se facts include
operations that have been refused or that couldbeoimplemented
though the customer's own fault.

174

These reports must be in writing and must spedigy facts which the
bodies and persons specified in sections 1 andch8ider to be evidenge
in support of their suspicions.

Any information received after reports have bedmnstted and likely to
alter their effect must be communicated to SICCHBI rapidly as
possible.

SICCFIN will acknowledge receipt of such reportsantit receives them

Recommendation
of the MONEYVAL
Report

Regarding CSPs, trustees and casinos:
« All the above mentioned recommended actions irsBdild be
put in place.

Measures taken
to implement the
Recommendation
of the Report

The Monegasque authorities have included in thé& tegislation to be
tabled shortly measures to make all the pointsmeeended in section
3.8 applicable to company service providers (CSRstees and casinos

Draft legislation, section 13
The bodies and persons specified in section 1 dialhnate one of more
persons to be responsible for applying this leg@hain their organisation
and shall inform SICCFIN of their identity. Thesergons, based in the
Principality, shall be mainly responsible for prapg internal control
procedures, communicating and centralising infoiomatin order to
prevent, identify and stop the commission of operat linked to money
laundering, terrorism financing or corruption. Theternal control
procedures shall take specific account of the ammd risk of money
laundering, terrorism financing or corruption irethase of non-face to
face transactions, as specified in section 9. Ayaipghese procedures 1n
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French shall be submitted to SICCFIN.

The bodies and persons specified in section 2 alsallbe responsible fq
preparing internal control procedures, communicatamd centralising
information in order to prevent, identify and sttdpe commission o

operations linked to money laundering, terrorisnaficing or corruption,.

A copy of these procedures in French shall be stibdnio SICCFIN.

The arrangements for applying this obligation sluel laid down in 3
sovereign order.

Draft legislation, section 22
1. Any financial undertaking whose registered @fics in the
Principality and which has subsidiaries or branffites abroad shal
ensure that the latter take measures at leastdghiwadent of those
specified in this legislation.

It shall communicate to them relevant measurespamcedures.

If the relevant country's legislation prevents thegplication SICCFIN
must be informed of this situation.

2. The persons specified in section 1 may not operanch of
representative office that is domiciled, registeoedstablished in a stal

or territory designated by ministerial order in @oance with section 20.

They may not acquire or create, directly or indisea branch operatin
as a credit institution, investment undertakingnsurance institution tha
is domiciled, registered or established in onéheke states or territories

Draft sovereign order, article 32

The relevant undertakings shall inform their otflsi who are in direg
contact with customers, in writing, of the appragei criteria for
identifying atypical transactions to which they mgs/e special attentio
and which must be the subject of a written repastspecified in sectio
11.2 of the legislation.

Any examination of such transactions shall consideparticular, their
apparent financial justification and legitimacy.

The relevant undertakings shall also inform thdficals who are in
direct contact with customers, in writing, of thequired procedure fo
submitting written reports to the official respdsisifor preventing mone
laundering and terrorism financing specified integc 13, including the
time limits for submitting them.

Draft sovereign order, article 33

The persons specified in sections 1.1 to 1.7 shibbduce a surveillanc
system to identify atypical transactions.

Such systems must:

- cover all customers' accounts and their transasti

- be based on precise and relevant criteria, thet fixed by each
undertaking in the light of, in particular, the cheteristics of the service
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and products they offer and those of the customveam they target an
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sufficiently discriminating to permit the identifiion of atypical
transactions;

- permit these transactions to be identified rapidl

- produce written reports describing the atypicahsactions identified
and the criteria on which the judgment that theyenagypical was based.
These reports shall be submitted to the officiapomsible for preventing
money laundering and terrorism financing specifiedection 13;

- be computerised, unless the undertaking can dstnate that the natu
and volume of transactions to be monitored doesawptire an automated
surveillance system;

- have their relevance checked by an initial valata procedure an
regular re-examinations, with a view to adjustihgn, if necessary, t
changes in activities, customers or the environment

The criteria referred to in the previous paragrsipall take account of the
special risk of money laundering, terrorism finaagcior corruption tha
may be linked to transactions:

- carried out by individual customers who are roggically present at th
time of the transaction;

- carried out by customers whose acceptance wascsub stricter rule
under the policy on accepting customers specifiethapter 4;

- concerning unusual sums in absolute terms orngavegard to th
customer's normal behaviour in the context of kiationship with th
undertaking.

For the purposes of this section, a transfer ofd$umeceived for
customer's benefit where the precise and relevafiormation on th
payer specified in section 5.5 of the legislatisrdaicking shall constitut
an atypical transaction.

Draft sovereign order, article 35
1. The official or officials responsible for prevemy money launderin
and terrorism financing specified in section 13lisha appointed by th
undertaking's effective governing body after it lessablished that th
person or persons concerned have the necessagsgimfal integrity t
undertake these duties correctly.

2. Those concerned shall have the necessary piariaksexperience
hierarchical authority and powers within their eayphg establishment t
perform their duties effectively and autonomously.

3. Those concerned shall ensure that the undegiadra whole complies
with all its obligations for preventing money law@nohg, terroris
financing or corruption, including the establishinef an appropriat
administrative organisation and internal contradteyn. They shall ha
the power to make any recommendations they consigpropriate o
necessary to the undertaking's management or gagdoody.

In particular, they shall establish and implemeuntder their ow
authority, procedures for analysing the writtenorgp drawn up under
section 11.2 of the legislation and the SICCFINorépinder sections 1
to 18.
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They shall train and familiarise staff in accordamdgth section 12 of th
legislation and article 36 of this sovereign order.

They shall be the main contacts of SICCFIN forralitters relating tc
money laundering, terrorism financing or corruption

D

4. Those concerned shall prepare at least onceam a/@eport to the
undertaking's governing body. The report will assése number of
attempts at money laundering, terrorism financingaruption that have
been identified and make a general appraisal ofsthigability of the
existing administrative organisation and internahtcols and of the
contribution of the undertaking's various departtaén prevention.
A copy of the annual report shall automaticallydeait to SICCFIN and,
if appropriate, to the undertaking's official aod#

Recommendation
of the MONEYVAL
Report

Regarding casinos and other DNFBPs:

» The applicable legislation or regulations should inedified so
that these businesses and professions can be tsuigiethe
obligation to report a suspicious transaction, wiext when the
professional in question has refused to carry bt transaction
or in the case of a transaction which does not heaal for
whatever reason, including cancellation by the vwmulial
concerned.

Measures taken
to implement the
Recommendation
of the Report

The Monegasque authorities have included in thé& tegislation to be
tabled shortly measures to extend the reportingiregpent to attempte
operations that failed other than because the diahnndertaking refuse
to carry them out, above all because after requgstiich operations the
would-be perpetrators themselves decided not toreewith them.

oo

Draft legislation, section 18
Apart from the cases specified in sections 16 ahdvhen the bodies and
persons specified in sections 1 and 2.3 have kmigeleof a fact that
could be evidence of money laundering, terrorismaricing or corruption
they shall inform SICCFIN immediately in writing.h€se facts include
operations that have been refused or that couldbeoimplemented
though the customer's own fault.

174

These reports must be in writing and must spedigy facts which the
bodies and persons specified in sections 1 andch8ider to be evidenge
in support of their suspicions.

Any information received after reports have bedmnstted and likely to
alter their effect must be communicated to SICCHSI rapidly as
possible.

SICCFIN will acknowledge receipt of such reportsantit receives them

Recommendation
of the MONEYVAL
Report

The applicable legislation or regulation should beodified so tha
SICCFIN can be kept informed about suspicious tatisn reports filed
by the notaries with the Principal State Prosecuamd of the subjeg
matter of such reports.

—

Measures taken
to implement the

The Monegasque authorities have included in thé tegislation to be
tabled shortly measures to ensure that SICCFINfagmed of reports of
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Recommendation of
the Report

suspicious transactions made by notaries to the gtasecutor and of th
content of these reportSee below, section 19.3.

Draft legislation, section 1983
1. The persons specified in sections 2.1 and 2.@, Wwhthe exercise @
their profession, have knowledge of facts that tkiegw or suspect to b
linked to money laundering, terrorism financing corruption must
immediately report this to the state prosecutor.

2. The persons specified in section 24 who, irettercise of the activitie
listed in this provision, have knowledge of fadtattthey know or suspe
to be linked to money laundering, terrorism finaigcor corruption mus
immediately report this to the state prosecutor.

However, they shall not transmit this informatidritihas been receive
from one of their customers when examining thattamsr's lega
situation, or when defending or representing thstamer in or in
connection with judicial proceedings, including edvon how to respon
to or avoid such proceedings, whether the inforomafis received o
obtained before, during or after the proceedings.

3. The state prosecutor shall advise SICCFIN obmspmade to it unde
these provisions.

Changes since the lal
evaluation

St
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Special Recommendation Il (Criminalisation of terraist financing)

Rating: Largely com

liant

Recommendation
of the MONEYVAL
Report

The authorities should review the TF definition acldrify its legal
framework so that the TF offences can apply to @ergon who, by an
means, directly or indirectly, unlawfully and wilfuprovides or collects
funds, with the intention that they should be useih the knowledge thag
they are to be used, in full or in part by a teisbrorganisation or an
individual terrorist.

—+

Measures taken
to implement the
Recommendation
of the Report

With reference to order 15.320 of 8 April 2002, i&lg 391-7 of the
Criminal Code defines terrorism financing as udaygany means, direc
or indirect, to supply, collect or administer furfds the purpose of usin
them, or knowing that they will be used, to comunite of the terroris
acts specified in the New York Convention for thepfression of the
Financing of Terrorism.

With regard to other offences, Article 391-6 makemn offence to suppl
subsidies and means of existence, which encompaliggpes of funds
to the perpetrators of terrorist acts, includingstéh who directly financ
terrorist acts and their accomplices, which medreg &ll those whg
indirectly finance terrorist acts are covered.

Nevertheless, and although this has no effect avsgmutions, the

T =
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Government plans to amend article 2 of sovereigierrl5.320 tg
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incorporate the exact terms used in the relevdetriational conventions,

Recommendation
of the MONEYVAL
Report

The offences should not require that the funddiaked to one or several
specific terrorist acts.

Measures taken
to implement the
Recommendation
of the Report

Terrorism financing does not require prior recagnitof a link with the
commission of a proved terrorist ag¢he very fact of providing fundin
for terrorism purposes is as much of a terroriderafe as an act ¢
terrorism, even if no terrorist act has been coneaitNevertheless, thi
will be made explicit in a forthcoming modificatidn sovereign orde
15.320.

= 0 5Q

Recommendation
of the MONEYVAL
Report

The law should permit the intentional element to ibferred from
objective factual circumstances.

Measures taken
to implement the
Recommendation
of the Report

The courts have full discretion to determine whettie offence was
committed with intent.

In the absence of a confession or irrefutable ewmidethe courts may
conclude from the objective facts that an offenag been committed.

It should be noted that the notion that an offem@y be inferred fron
objective factual circumstances has been introdured the draft
legislation to amend the AML/CFT law.

Recommendation
of the MONEYVAL
Report

v

Art. 391-6 of the Criminal Code should be reviewed:nsure that the
family members of a terrorist are liable in caserplication.

Measures taken
to implement the
Recommendation
of the Report

Immunity from prosecution does not imply total inmity.
For example, if it emerges from a criminal inveatign that the persons
concerned by this provision have contributed to ¢benmission of the
predicate offence, they may be charged with coritplior criminal
conspiracy.The Government plans to propose the lifting of imityfor
the families of terrorists as part of a reformlod @rticles of the Criming
Code relating to terrorism financing.

(Other) changes since

the last evaluation

Special Recommendation 1V (Suspicious transactioreporting)

I. Regarding Financial Institutions

Rating: Largely com

liant

Recommendation
of the MONEYVAL
Report

The Monegasque law should be completed so that réperting
requirement also extends to attempted operations$ fiave failed for
reasons other than that the financial institutioashrefused to carry ou
the transaction, in particular because customermnibkelves decide not fo
continue with a transaction after first having resbed it.

—*

Measures taken
to implement the
Recommendation
of the Report

The Monegasque authorities have included in thé& tegislation to be
tabled shortly measures to extend the reportingiregpent to attempte
operations that failed other than because the diahnndertaking refuse
to carry them out, above all because after requgstich operations the
would-be perpetrators themselves decided not toreewith them.

oo

Draft legislation, section 18
Apart from the cases specified in sections 16 ahdvhen the bodies and
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persons specified in sections 1 and 2.3 have kmigelef a fact that
could be evidence of money laundering, terrorigmaricing or corruption
they shall inform SICCFIN immediately in writing.n€se facts include
operations that have been refused or that couldbeoimplemented
though the customer's own fault.

These reports must be in writing and must spedity facts which the
bodies and persons specified in sections 1 anddh8ider to be evidenge
in support of their suspicions.

Any information received after reports have beeonstted and likely to
alter their effect must be communicated to SICCFBI rapidly as
possible.

SICCFIN will acknowledge receipt of such reportsantit receives them

(Other) changes since
the last evaluation

Special Recommendation IV (Suspicious transactioreporting)
Il. Regarding DNFBP

(Other) changes since
the last evaluation

3. Other Recommendations

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

Recommendation 2 (Offence of ML-intentional elemenand criminal liability of legal

persons)
Rating: Partially compliant
Recommendation The law should permit the intentional element ef affence of ML to be
getggrtMONEYVAL inferred from objective factual circumstances.
Measures taken Currently, the courts have full discretion to detere whether the offence
to implement the was committed with intent.
Recommendation

o e Rt The Monegasque authorities have included in thé tgislation to be

tabled shortly measures to make it possible fordfience of money
laundering to be inferred from objective factuatcaimstances. (see
section 42)

Draft legislation, section 42
Article 218.1 of the Criminal Code is repealed amgblaced by the
following:

1. The following shall be liable to five to ten ygamprisonment and the
fine provided for at Article 4, the maximum amouwiftwhich may be
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increased tenfold:
- any persons who knowingly contribute to the coswm or transfer of
assets that they know to be assets or capitallioft ibrigin, for the
purpose of concealing or disguising their origintorassist any persons
involved in the commission of the predicate offengeescape the lega
consequences of these acts;
- any persons who knowingly participate in conaggplor disguising the
real nature, origin, placement, disposition, moveimer ownership of
funds or related rights whose perpetrator knows they are assets or
capital of illicit origin;
- any persons who knowingly acquire, hold or ussetssor capital tha
they know, at the time they receive them, to bdlioft origin, without
prejudice to the provisions relating to handlingjest goods;

- any persons who knowingly participate in onelaf bffences specified
in this article or in any other association, agreetnattempt to commit an
offence or complicity by providing assistance awulgdiee concerning it$
commission.

—

The intentional element of an offence specifiedvabmay be inferred
from objective factual circumstances.

Recommendation
of the MONEYVAL
Report

The authorities should accelerate the internal gsx and extend the
criminal liability to legal persons in the Crimin&ode

Measures taken
to implement the
Recommendation
of the Report

Act 1.349 of 25 June 2008 introduced criminal liépifor legal persons
into the Criminal Code.

Act 1.349 of 25 June 2008
Article 1

Articles 4-1 to 4-4 shall be added to book 1 of@reminal Code,
preliminary provisions, as follows:

Article 4-1: Nobody may be held criminally respdssifor acts in which
they have not personally engaged.

Article 4-2: Intention is required for an offenaelie committed, other
than cases where the law provides for lesser offen€negligence or
failure of the duty to exercise care and diligence.

There can be no lesser or minor offence in thetesiiorce majeure
Article 4-3: The perpetrator of an offence is tleegons who:

1. commits the offence

2. attempts to commiit it, in the circumstances igekin articles 2 and 3
Article 4.4: Any legal person, other than the stéte municipality and
public establishments, shall be criminally liabetlae perpetrator or
accomplice, according to the distinctions laid dowwrticles 29-1 to 29-
6, for any offence committed on its behalf by oh@wbodies or
representatives.

Action shall be taken against the legal persoméngerson of its legal
representative.

The criminal liability of a legal person does natlede that, as co-
perpetrators or accomplices, of the persons reptiegdt at the time of

45



the offence. In such cases and in the event oh#icioof interests, these
persons may apply to the president of the couiitgifinstance for the
appointment of aad hocagent to represent the legal person.

Article 2

A chapter lllbis in inserted after chapter Il betsingle part of the first
book of the Criminal Code, entitled "serious arsbér criminal offences
concerning legal persons". It comprises articled 28 29-8.

Article 29-1: The serious and lesser criminal peeslito which legal
persons are liable are:

1. fines, as specified in Article 29-2;

2. one or more of the penalties specified in &8&@9-3 and 29-4.
Article 29-2: The fines applicable to legal persshall be:

- for serious offences, those specified in Art2ée4, the maximum
amount of which may be increased tenfold;

- for lesser offences, that specified for indivitlueommitting the offence
in question, the maximum amount of which may beaased fivefold.
Article 29-3: The Court hearing the case may otderdegal person to be
dissolved:

- if it was established to commit the relevant nife,

- if it was misused to commit the relevant offeraed the relevant
penalty was a criminal sentence or, in the caselefser offence, at leas
three years' imprisonment.

Article 29-4: The other penalties to which legatquss are liable are:

1. permanent or up to five years' disqualificafiimm the direct or
indirect exercise of one or more professional @ida@ctivities in, or in
connection with, the exercise of which the offemes committed;

2. up to five years' court supervision;

3. permanent or up to five years' closure of thaldishments, or one or
more of the establishments, of the undertaking us#te commission of
the offence;

4. permanent or up to five years' exclusion frorligyprocurement
contracts;

5. permanent or up to five years' ban on receipinglic funding;

6. up to five years' ban on issuing cheques otfar bnes permitting the
drawer to obtain funds from the drawee or certifibdques, or using
payment cards;

7. confiscation of objects used or intended forinsgommitting the
offence, or objects that are its proceeds;

8. publicising for up to three months of the demisiaken or its
dissemination for the same period by any meansmwicunication.

One or more of the penalties specified in 4 to § beiimposed at the
same time as one of the penalties in 1 to 3.

Article 29-5: The penalties specified in Article-3%nd 1 to 6 of Article
29-4 are not applicable to associations or pubtierest groupings,
professional and occupational associations an@ wadns, or health or
social insurance organisations.

Article 29-6: The minor criminal penalties to whildyal persons are
liable are:

1. the fine specified in Article 29.3, the maximamount of which may

be increased tenfold;
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2. the penalties or one of the penalties specifietland 8 of Article 29-4
Article 29-7: A decision to dissolve a legal perstrall lead to a winding
up procedure. On the application of the state utse or of any other
interested party, the court of first instance stmathediately appoint a
receiver.Article 29-8: Following a decision to pdaa legal person under
court supervision, as specified in Article 29-£ tielevant court shall
appoint an agent, whose terms of reference itlajlidown. These terms
of reference may be extended on that agent's reqyi¢ing reasons.

At least once every six months, the agent shatindp the execution of
sentences judge.

In the light of such reports, the latter may applyhe court that ordered
the court supervision, which in turn may order w penalty, or lift the
court supervision order.

Article 3

A revised Article 392-1 is added to the first cleapif part Il of book Il
of the Criminal Code:
Article 392-1: Fines imposed on legal persons foguitty of offences
but with extenuating circumstances may be redusiggject to the
following minimum amounts:
- for serious criminal offences, the minimum of idle 26.2;
- for lesser offences, the minimum of Article 26.1;
- for minor offences, the minimum of Article 29.1.
This article shall apply to all sentences laid dpewen ones specified in
separate criminal legislation.

Article 4

Article 392-1 of the Criminal Code becomes Arti8@2-2. Its provisions
remain unchanged.

Article 5

Articles 83-6 and 83-7 of the Criminal Code and antlger provisions
incompatible with this legislation are repealed.

(Other) changes since
the last evaluation

Recommendation 3
(Confiscation and provisional measures)

Rating: Partially compliant

Recommendation
of the MONEYVAL
Report

The authorities should authorize in internal lawe titonfiscation o
property of corresponding value that belongs to ldenderers assets
the proceed of crime or its reuse are no longersps.

Measures taken
to implement the
Recommendation
of the Report

The Monegasque authorities have included in thé tegislation to be
tabled shortly measures to authorise the courtsder the confiscation @
assets of equivalent value belonging to a moneynderer when thg
proceeds of the offence are no longer available.

Draft legislation, section 43
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Article 219 of the Criminal Code is repealed anglaeed by thg
following:

The court shall order the confiscation of assets$ famds of unlawful
origin or assets and funds whose value corresptintisat of the assef
and funds of unlawful origin.

It may order the confiscation of movables or raalperty acquired usin
such funds.

If assets and funds of unlawful origin have beengiad with lawfully
acquired assets, such assets may be confiscatedtlup estimated valu
of the proceeds mingled therewith.

If the assets and funds of unlawful origin canmatcan no longer, b
identified as such in the convicted person's prypéne court may orde

the confiscation of assets and funds of equivalee to that of the

assets and funds of unlawful origin.

Assets and funds of unlawful origin may also befissated when the)
are held by a third party who is or should be awafréheir unlawful
origin.

Confiscation may be ordered without prejudice te tights of third
parties.

The State Prosecutor shall carry out the necesfamyalities for
registration and public notice.

7]

[97]
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Recommendation
of the MONEYVAL
Report

The authorities should consider the possibilitestablish in internal law
an independent confiscation procedure to permihational law, after
investigation, the confiscation of legacy valuegasate from the
prosecution of an offender or a foreign confiscatiodgment.

Measures taken
to implement the
Recommendation
of the Report

Although the Director of Legal Services supportseaamination of thig
issue and the principle of autonomous confiscatsuth an innovatiof

remains difficult to envisage in so far as the cdtion still entails the

transfer of property to the state.

While such a penalty might be applied to persons velne being
prosecuted or have been convicted, it is diffibmlimagine its applicatiof
to third parties who are neither perpetrators eoawplices.

Confiscation unrelated to any criminal offence vebble an unjustifiec
infringement of the right of property.
Establishing the origin of assets is the respoliitaf the prosecution, ir
accordance with basic principles, since cases nbgstinvestigatec
impartially, with a view to establishing the trutievertheless, the cou
of appeal has found that in laundering cases thasad must show ths
assets were acquired lawfully and considers thathe absence of suc
proof, the funds concerned must be deemed to benlafwful origin.
Although there is no case-law on terrorism finaggiit is to be assume
that the courts would apply the same reasoning.

The higher legal studies committee has been askesdie an opinion o
the possibility of establishing an autonomous cmaiion procedure i
Monegasque law.
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Recommendation
of the MONEYVAL
Report

The authorities should consider the possibilitestablish mechanisms
internal law to reverse the burden of proof at kefas seized values thg
are susceptible to belong to a criminal organisatar to be controlled by

At

them
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Measures taken
to implement the
Recommendation
of the Report

Reversing the burden of proof must be approached great cautior
since it is incompatible with the basic legal pijphes on which
Monegasque law is based.

That said, in practice decisions to freeze fundsptwarily are ofter
justified by their holders' inability to justify ¢ir origin, which amounts t
requiring them to prove that they were lawfully aicgd

(Other) changes since
the last evaluation

Recommendation 7 (Correspondent banking Relationspg)

Rating: Partially compliant

Recommendation
of the MONEYVAL
Report

The Monegasque authorities should complete theicgipé provisions
on correspondent banking to allow, in particuldrat:

o the obligation to collect sufficient covers cheaobs
whether the institution concerned has been invatsit)
or the subject of action by the AML/CFT supervis
body;

ory

Measures taken
to implement the
Recommendation
of the Report

* The Monegasque authorities have included in a diafereign
order to be issued shortly measures to ensure ithapnnection with

correspondent banking relationships, the obligatibassemble adequate

information includes checks on whether the corredpat institution hag
been the subject of inquiries or action by the nyoleindering and
terrorism financing supervisory authority.

Draft sovereign order to amend sovereign order 116D, article 5
Article 9 of sovereign order 11.160 of 24 Janua®@4l is repealed an
replaced by the following:
When customers are credit or financial institutiomsrporated unde
foreign law, other than ones established in coestwhose legislatio
establishes similar obligations to those laid demviMonegasque anti

n
money laundering and terrorism financing legisiatand equivalent
y

measures to ensure that they are fully applied ateeptance polic
must:

1. base decisions to establish business relatipaigitiundertake intende
occasional transactions on:
a. full identification of the credit or financiahstitution incorporatec
under foreign law, including a description of treure of its activities;
b. the information which the undertaking has usedensure that th
relevant establishment or institution is not coddng article 10;

c. any relevant publicly available information thia¢ undertaking can us
to assess the reputation of the establishment gitution, including
information on any inquiries or measures initiabgdthe competent loca
authorities in connection with any breaches by #stablishment o
institution of anti-money laundering and terroriimancing measures;
d. any relevant publicly available information dre textent to which th
relevant laws, regulations and enforcement machioérthe country in
which the establishment or institution is locatedmply with
internationally recognised anti-money laundering &rrorism financing

~
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2. only authorise relations with corresponding tzaiftk
a. the purpose and nature of the planned relatioresid the respectiv|
responsibilities of the undertaking and the credifinancial institution
incorporated under foreign law as part of thistieteship are the subject
of a prior written agreement;

b. any decision to establish a business relatipnitat, on account of i
purpose and nature, could expose the undertakingpézial risks o
money laundering or terrorism financing is based arsatisfactor
assessment of the controls put in place by thevaateestablishment
institution to prevent money laundering or terroriSnancing;

c. when payable-through accounts are to be operitd the relevan
establishment or institution, the latter has guimeah in advance i
writing that it has verified the identity of, andken the necessary due
diligence measures in respect of, customers witbctliaccess to these
accounts, and that it is able to supply immediaaglg on request relevant
information on the identity of these customers. Twablishment o
institution concerned must undertake to supply itifizrmation;

3.3. ensure that authority to approve a busindssiarship or planne
occasional transactions with a credit or finan@stitution incorporate
under foreign law is at a sufficiently high levéltbe organisation.
Undertakings that maintain business relationshijis establishments
institutions specified in the previous paragraplsnoarry out:

- regular reviews, taking account of the leveliskrand, if relevant, an
changes in the information on which the decisiomstablish a business
relationship was reached;

- a fresh examination of the relationship if newformation is
forthcoming that casts doubt on the level of coampte of the anti-mone
laundering and terrorism financing laws and regomet of the country o
the client financial establishment or the effeatiess of its relevant
enforcement machinery;

- regular tests and checks, taking account of éwellof risk, on th
establishment's compliance with its undertakingstiqularly concernin
the immediate supply, on request, of relevant métdion on the identit
of customers with direct access to any payabledtjit@ccounts.

* The Monegasque authorities have also included e dhaft
legislation to be tabled shortly measures to enthat in connection wit
correspondent banking relationships, the obligatmassemble adequ
information includes checks on whether the corredpat institution has
been the subject of inquiries or action by the nyoleindering and
terrorism financing supervisory authotity

Draft sovereign order, article 28
1. When customers are credit or financial institosi incorporated unde
foreign law other than ones specified in sectioof &e legislation, the
acceptance policy must:

=

1. exclude business relationships or occasionaka@ions with such an

establishment or institution:
a. that is not really established in the countrekehts registered office is
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located and is not affiliated to a financial grotipat is subject ta
regulations that comply with internationally recagd anti-money
laundering and terrorism financing regulationswmeffective consolidate
supervision;

b. or that might establish business relationshipsnalertake transactiorn
with establishments or institutions specified in a.

2. base decisions to establish business relatipsighiundertake intende
occasional transactions on:

a. the full identification of the credit or finamtiinstitution incorporatec
under foreign law, including a description of treure of its activities;

b. the information which the undertaking has usedensure that th
relevant establishment or institution is not codeby section 1 of this
paragraph;

c. any relevant publicly available information thia¢ undertaking can us
to assess the reputation of the establishment itution, including
information on any inquiries or measures initiabgdthe competent loca
authorities in connection with any breaches by #stablishment o
institution of anti-money laundering and terroriimancing measures;
d. any relevant publicly available information dre textent to which th
relevant laws, regulations and enforcement machioérthe country in
which the establishment or institution is estaldshcomply with
internationally recognised anti-money laundering &rrorism financing
recommendations;

3. only authorise relations with corresponding tzaiftk

b. the purpose and nature of the planned relatiprestd the respectiv
responsibilities of the undertaking and the credifinancial institution
incorporated under foreign law as part of thistrefeship are the subje
of a prior written agreement;

b. any decision to establish a business relatipnitzt, on account of it
purpose and nature, could expose the undertakingpézial risks of
money laundering or terrorism financing is based arsatisfactory
assessment of the controls put in place by thevamteestablishment @
institution to prevent money laundering or terrorinancing;
c. when payable-through accounts are to be opentd the relevant
establishment or institution, the latter has guimeah in advance i
writing that it has verified the identity of, andken the necessary d
diligence measures in respect of, customers witbctliaccess to thes
accounts, and that it is able to supply immediadglgt on request releva
information on the identity of these customers. Tdwstablishment o
institution concerned must undertake to supply itifisrmation;

4. ensure that authority to approve a businesgiorship or plannec
occasional transactions with a credit or finanaigtitution incorporatec
under foreign law is at a sufficiently high levéltbe organisation.

Undertakings that maintain business relationshijis establishments g
institutions specified in the previous paragraplsnoarry out:
- regular reviews, taking account of the leveliskrand, if relevant, an
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changes in the information on which the decisioedtablish a busines
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relationship was reached;

- a fresh examination of the relationship if newformation is
forthcoming that casts doubt on the level of coamde of the anti-mone
laundering and terrorism financing laws and regote of the country o
the client financial establishment or the effeatiess of its relevan
enforcement machinery;

- regular tests and checks, taking account of éwellof risk, on the
establishment's compliance with its undertakingstigularly concerning
the immediate supply, on request, of relevant mfition on the identity
of customers with direct access to any payabledtfin@ccounts.

f

Recommendation
of the MONEYVAL
Report

o the conclusion of correspondent banking
requires financial establishments to assess cligstftutions’
and reference to checks on their suitability oicefty;

relatiopshi

=i

Measures taken
to implement the
Recommendation
of the Report

The Monegasque authorities have included in a d@fereign order t
be issued shortly measures to ensure that corrdepbnbanking
relationships require an assessment of the comegmb institution's
monitoring arrangements, including their relevaand effectiveness.

They have also included this requirement in theppsed changes to th
legislation

See above, paragraph 1-2-b and paragraph 2

A4

e

Recommendation
of the MONEYVAL
Report

o the approval from senior management is requiredotee
establishing new correspondent banking relationship

—

Measures taken
to implement the
Recommendation
of the Report

The Monegasque authorities have included in a d@fereign order t
be issued shortly the requirement that correspdrizirking relationship
are authorised by senior management.

They have also included this requirement in theppsed changes to tf
legislation

See above paragraph 1-4.

=4

UJ

e

Recommendation
of the MONEYVAL
Report

o0 the respective AML/CFT responsibilities of the Myasxjue
and client institutions have to be set down in wwgitwithin
the framework of banking representation relatiopshi

Measures taken
to implement the
Recommendation
of the Report

The Monegasque authorities have included in a d@fereign order t
be issued shortly the requirement that the respec@AML/CFT
responsibilities of the Monegasque financial ingkiin and its
correspondent institution must be specified in ingit

They have also included this requirement in theppsed changes to tf
legislation

L=

e

See above paragraph 1-3-a.
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Recommendation
of the MONEYVAL
Report

The competent Monegasque authorities should estalgjuidelines o
recommendations for the Monegasque financial umsbihs concerning
the appreciation of the equivalence of the legistatand of the controls
that are applicable on AML/CFT issues in the counthere the foreign
institution is established.

Measures taken
to implement the
Recommendation
of the Report

=4

The Monegasque authorities have included in a d@fereign order t
be issued shortly clarification on how to assess dfjuivalence of th
AML/CFT legislation and monitoring arrangements laggble in the
country where the foreign institution is establdhe

42

Draft sovereign order to amend sovereign order 116D, article 7
A new article 12 bis of sovereign order 11.160 4fJ2anuary 1994 reads
as follows:

In determining whether a country has AML/CFT legigin that can bg
considered to impose equivalent obligations to ¢hof Monegasqus
legislation, the following should be taken into eant:

- the existence of a supervisory system to mongmmpliance with
AML/CFT legislation;

- whether the country is a member of an internaliddody whose term
of reference require it to monitor the applicatmAML/CFT standards
by its members;

- statements and reports from international orgdiniss, international
consultative and co-ordinating bodies and publierees specialising i
combating money laundering and terrorism financing;

- any relevant publicly available information oretbxtent to which thg
relevant laws, regulations and enforcement machimérthis country
comply with internationally recognised AML/CFT renmendations.

(2] DD

—

\U

* The Monegasque authorities have also included e dhaft
legislation to be tabled shortly clarification orovh to assess th
equivalence of the AML/CFT legislation and monitayiarrangement
applicable in the country where the foreign insitital is established

U

Draft legislation, section 8
The bodies and persons specified in sections Raard not subject to the
obligations in sections 4, 4bis and 5 if the cugipis:
- abody or person specified in sections 1.1 and 1.2;
- a credit or financial institution established incauntry whosg
legislation imposes obligations equivalent to thepecified in
this legislation and compliance with which is sulbjeto
equivalent oversight;
- anational public authority.

(72}

In the aforementioned cases, the bodies and pespatified in section
1 and 2 shall in all circumstances collect suffitienformation to
determine whether the customer fulfils all the wesgh conditions to
benefit from the exception in this section.

This exception does not apply in cases where mtmadering, terroris
financing or corruption are suspected. nr
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Draft sovereign order, article 2083

3. For the purposes of sections 4 bis 83 and Beofegislation and articl
28 of this order, in determining whether a couthiag legislation that ca|
be considered to impose equivalent obligationshtse specified in thi
legislation, the following should be taken into @got:

* the existence of a supervisory system to monitangi@nce with
AML/CFT legislation;

» whether the country is a member of an internatidroaly whose
terms of reference require it to monitor the amlan of
AML/CFT standards by its members;

o statements and reports from international orgaioissit
international consultative and co-ordinating bodaxl public
sources specialising in combating money launderiagorism
financing or corruption;

any relevant publicly available information on thetent to which the
relevant laws, regulations and enforcement machimérthis country
comply with internationally recognised AML/CFT renmendations.

5o

|92}

(Other) changes since
the last evaluation

Recommendation (Third parties and introducers )

Rating: Partially compliant

Recommendation
of the MONEYVAL
Report

An enforceable legal rule should be establisheduiing Monegasque
financial institutions to ensure that third partydiness generators haye
satisfied all the due diligence requirements in FA&commendation 5.

Measures taken to
implement the
Recommendation
of the Report

* The Monegasque authorities have included in a di@afereign
order to be issued shortly measures to make igatary for Monegasqu
financial institutions to ensure that intermediarteave fulfilled the dug
diligence requirements in respect of customers theye introduced, in
accordance with FATF recommendation 5.

4%

1%

Draft sovereign order to amend sovereign order 116D, article 2
Article 1.8 of sovereign order 11.160 of 24 Janub®94 is amended as
follows:
This information may be collected by intermediarggsthird parties or
condition that the following criteria are respected
- financial institutions that use third parties messure that the latter
themselves have taken the required due diligencasunes and obtain
copies of the identification data and other relévalocumentatior
necessary for exercising this due diligence wherstatuers open
accounts;
- financial institutions must ensure that third tjger are subject to Ad
1.162 of 7 July 1993, as amended, or to AML/CFTigattions compatible
with internationally recognised recommendationstigalarly concerning
customer identification, and that their complianagéh these obligations
is monitored.

—

« The Monegasque authorities have also included e dhaft
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legislation to be tabled shortly measures to makehligatory for
Monegasque financial institutions to ensure thderimediaries hav
fulfilled the due diligence requirements in respefctustomers they have
introduced, in accordance with FATF recommendasion

D

Draft sovereign order, article 20
1. The intervention of intermediaries in accordandh is subject to the
following conditions:
a. the undertaking shall verify in advance, andainetthe relevant
documentation, that the third party meets the @i in sections 4bis 8§
3 and 4 of the legislation;
b. the third party shall undertake, in writing pri@ entering into the
relationship, to provide the undertaking with thdormation used to
identify customers and the identity of any benafi@wners, and th
documents used for this purpose;

c. the third party must have identified the custofaee to face;

d. the undertaking must be able to make the reppesified in sections
16 to 18 of the legislation and respond to requieta SICCFIN undel
section 23;

e. there must be no contractual externalisationaggncy agreememt
between the undertaking and the third party, incvltase the supplier of
the externalised service or the agent shall beideresl to be a part of the
undertaking.

(D

2. When the managers of unit trusts and other aolke investmen
undertakings receive subscription and redemptiodersr they mus
identify the holders of shares in these bodiesgoedance with section

2. When the managers of unit trusts and other aole investmen
undertakings do not receive the subscription anémption orders the
shall ensure that the depositary credit or findrinstitution that receive
these orders complies with the conditions laid danveection 4bis 83
the legislation.

Persons managing unit trusts and other collectivestment undertakings
shall retain the documentation used to verify tthese conditions ar
fulfilled.

3. For the purposes of sections 4 bis 83 and Beofdgislation and articl
28 of this order, in determining whether a couthtayg legislation that ¢
be considered to impose equivalent obligationshtsé specified in thi
legislation, the following should be taken into eant:

» the existence of a supervisory system to monitangi@mnce with
AML/CFT legislation;

» whether the country is a member of an internatidnoaly whose
terms of reference require it to monitor the apmlon of
AML/CFT standards by its members;

o statements and reports from international orgaioissy
international consultative and co-ordinating bodaxl public
sources specialising in combating money launderiagorism
financing or corruption;

]

(72}
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any relevant publicly available information on thetent to which the
relevant laws, regulations and enforcement machimérthis country
comply with internationally recognised AML/CFT renmendations.

Recommendation The competent authorities should issue instructimnezcommendations
of the MONEYVAL | on how to assess the equivalence of AML/CFT legisland controls tg
Report be applied in countries where foreign client indiitns are based (sde
R.7).

Measures taken The Monegasque authorities have included in thé& tegislation to be
to implement the tabled shortly clarification on how to assess thiealence of the
Recommendation AML/CFT legislation and monitoring arrangements laggble in the
of the Report country where the intermediary is established

Draft legislation, section 8
The bodies and persons specified in sections Rard not subject to the
obligations in sections 4, 4bis and 5 if the cusipis:
- abody or person specified in sections 1.1 and 1.2;
- a credit or financial institution established incauntry whose
legislation imposes obligations equivalent to thepecified in
this legislation and compliance with which is sulbjeto
equivalent oversight;
- anational public authority.

In the aforementioned cases, the bodies and pespatified in section
1 and 2 shall in all circumstances collect suffitienformation to
determine whether the customer fulfils all the ieggh conditions to
benefit from the exception in this section.

|92}

This exception does not apply in cases where mtmadering, terrorism
financing or corruption are suspected.

Draft sovereign order, article 2083

3. For the purposes of sections 4 bis 83 and Beofdgislation and articl
28 of this order, in determining whether a couttag legislation that ca|
be considered to impose equivalent obligationshtsé specified in thi
legislation, the following should be taken into eant:

* the existence of a supervisory system to monitangi@mnce with
AML/CFT legislation;

» whether the country is a member of an internatidnoaly whose
terms of reference require it to monitor the apilon of
AML/CFT standards by its members;

o statements and reports from international orgaioissy
international consultative and co-ordinating bodaxl public
sources specialising in combating money launderiagorism
financing or corruption;

any relevant publicly available information on thetent to which the
relevant laws, regulations and enforcement machimérthis country
comply with internationally recognised AML/CFT reomendations.

S5

|72}

(Other) changes since
the last evaluation
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Recommendation 11 (Unusual transactions)

Rating: Partially compliant

Recommendation
of the MONEYVAL
Report

The legal framework should be reviewed so thatstke of transaction
and their complexity or abnormality should be afi@ive rather than
cumulative criteria for determining whether finaalcinstitutions shoulg
be required to show increased diligence, also thendyasque
authorities.

U7

Measures taken
to implement the
Recommendation
of the Report

The Monegasque authorities have revised the amaggis concernin
complex or unusual transactions by abolishing tawdative conditions
requirementThe lower limit of € 100 000 has also been abotlishe

Draft legislation, section 11

The bodies and persons covered by sections 1 amd Equired to pa
especially close attention to any transactionsiqaarly likely, because
of their complex or unusual character, having rdgar the customer'
activities or the lack of any financial or appahgrnégal justification, to
be linked to money laundering or terrorism finaigcin

The bodies and persons concerned shall preparéttanmreport on the

result of this examination concerning the origird atestination of the

sums involved and the object of the transaction iteneficiary. The
report and all documents pertaining to the transacthall be submitte
by the persons specified in section 13 for retentos the period specifie
in section 10 and shall be made available if rexglito SICCFIN.

The measures specified in this section shall afgalyato transaction
involving a consideration with links to a state tmrritory whose

legislation is recognised to be inadequate or whpsactices are

considered to be an obstacle to combating moneaydkxing, terrorism
financing or corruption.

The states or territories and the minimum amounthef transaction
concerned shall be specified in a ministerial arder

<

)

D

D

U7

Recommendation
of the MONEYVAL
Report

The scope of enhanced due diligence obligatiores otiligation to keey
findings in writing and to keep findings for at $&e&b years seem to |
consign in writing their results and the obligatitmrecord this report fol
a period of 5 years seem to be consistent with ®H&TF
recommendations. Nevertheless it would be necgdsareview the
existing provisions in order to formalize the cunt@ractice.

e

Measures taken
to implement the
Recommendation
of the Report

The Monegasque authorities have included in thdt degislation a
formal requirement that reports based on increaggthnce be retaine
for five years.

Draft legislation, section 11

The bodies and persons covered by sections 1 amd Equired to pa
especially close attention to any transactionsiqaarly likely, because
of their complex or unusual character, having rdgar the customer'

~

4

activities or the lack of any financial or appahgnégal justification, to
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be linked to money laundering or terrorism finagcin

The bodies and persons concerned shall preparettenmreport on the
result of this examination concerning the origird atestination of the
sums involved and the object of the transaction iteneficiary. The
report and all documents pertaining to the transacthall be submitted
by the persons specified in section 13 for retentio the period specified
in section 10 and shall be made available if resgliio SICCFIN.

The measures specified in this section shall afsalyato transactions
involving a consideration with links to a state tmrritory whose
legislation is recognised to be inadequate or whpsactices are
considered to be an obstacle to combating monaydkxing, terrorism
financing or corruption.

The states or territories and the minimum amounthef transaction
concerned shall be specified in a ministerial arder

U7

Draft legislation, section 10
The bodies and persons specified in sections 12asidhll maintain for at
least five years after ending relationships witlgutar or occasional
customers as defined in sections 4.1 and 4.1, waiogl documents used
to identify and verify the identity of those custers.

The same shall apply to documents used for ideatitin purposes in
accordance with section 5.

The bodies and persons specified in sections R2asidhll maintain for at
least five years after the implementation of operst copies of
registrations, account books, commercial correspocel and other
documents relating to transactions to permit tpeécise reconstitution).
They shall record operations carried out so aset@lie to reply to th
requests for information specified in section 23thim the time limit
specified in this section.

D

SICCFIN may request an extension to the retentienog in specific
cases.

The bodies and persons specified in sections 1Zamage required to
operate systems to enable them to reply rapidlyiaridll to any request
for information from SICCFIN to enable it to deténm whether they are
maintaining or have maintained over the previous ffears a business
relationship with a specific individual or legalrpen and the nature of
this relationship.

(Other) changes since
the last evaluation

Recommendation 12 (DNFBP)

Rating: Non compliant

Recommendation
of the MONEYVAL

The legal framework applicable to the casinos stidag completed s
that they are required to determine which of thmistomers are PEP

o
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Report and to submit their relationships with such custsmé& enhanced

monitoring.
Measures taken The Monegasque authorities have included in theft degislation
to implement the measures to ensure that, like all the undertakapgified in section 1,
Recommendation casinos are required to identify those of their tauers who are

of the Report politically exposed persons and to exercise grewigitance in their

dealings with these customers.

Draft legidation, section 5
1. The bodies and persons specified in sectiomed?amust identify and
take all reasonable measures to verify the idewfitpersons for whosg
benefit operations or transactions are effected:
a. if there is any doubt as to whether customeesipd in section 481
are acting on their own account or it is certaiat tthey are not acting gn
their own account;

b. when the customer is a legal person, a legdyenta trust.

When the customer is a legal person, a legal enttigytrust, the measures
include the identification of the individual or intuals who actually
own or control the customer.

2. The rules for implementing the obligations listabove shall bg
specified in a sovereign order according to th& psesented by th
customer, the business relationship or the tramsact

(OB

Draft sovereign order, article 26
1. Particular consideration should be given befmeepting as customeys
politically exposed persons who wish to establiskitess relationshig
with undertakings or ask them to carry out occasigransactions. Th
decision should be taken at an appropriate leviiehierarchy.

O aT))

2. Before such persons are accepted as custontleappeopriate steps
should be taken to establish the source of thesfuhdt are or will be
committed to the business relationship or the i¢en occasional
transaction.

3. The following persons who perform or have pearied in the last five

years important public duties in a foreign courdng considered to be

politically exposed, in particular:

- heads of state,

- members of government,

- members of parliament,

- members of supreme courts, constitutional coortsther high courts
against whose decisions there is no appeal otlzar ith exceptional
circumstances,

- senior officials of political parties,

- members of courts of auditors and the governindids of centra

banks,

- ambassadors, chargés d'affaires and senior ffidehe armed forces,

- members of the boards, senior management andvisgry bodies of
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public enterprises,
- senior political and administrative officials ohternational or
supranational organisations.

4. The spouses and direct descendants and ascenufatite person
specified in 83 must be treated as if they thenesehwere politically
exposed persons.

Persons known to be closely associated with perspesified in 83 mus
also be considered to be politically exposed, paldrly:

- any individual known, jointly with a person spfg®il in 83, to be the

real beneficial owner of a legal person or entitytf@maintain any othe
close business relationship with such a person;

- any individual who is the sole beneficial owndraolegal person o
entity known to have been created, in practicettierbenefit of someon
specified in 83.

5. The policy on accepting customers shall spetlify criteria ang
methods to be used to determine whether customerspalitically
exposed persons.

6. Undertakings maintaining a business relationshith politically
exposed persons are required to subject this teased and continuol
supervision.

Such diligence measures also apply when it subsdgiueppears that a
existing customer is or is becoming politically egpd.

These diligence measures apply whether the pdlitiexposed person
are customers, beneficial owners or agents.

|72}
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Recommendation
of the MONEYVAL
Report

Other DNFBP (in particular real estate agents, dealin precious metal
and precious stones, notaries, legal and tax adsisand other
independent accounting professions) should be redub be subject t
due diligence with regard to customers and theiantactions in
accordance with FATF Recommendations 6, 8, 9 and 11

Measures taken
to implement the
Recommendation
of the Report

The Monegasque authorities have included in thé tegislation to be
tabled shortly measures to make other designatedinancial businesse
and professions, in particular estate agents, deslgrecious metals ar
stones, notaries, legal and tax advisers and agtbdependent accountin
professions, subject to due diligence requiremexitis respect to thei
customers and their transactions, in accordanceh WHATF
recommendations 6, 8, 9 and Skctions 1.10 (estate agents), 1.12 (l¢
advisers), 1.14 (dealers in precious metals) afrbtries and accountin
professions) make those concerned subject to thee s@bligations as
financial institutions

Draft legislation, section 4

Bodies and persons covered by sections 1 and 2 idastify their
customers and their agents and check their identitgsed orn
documentary proof, of which a copy shall be retdine

1. for regular customers, before establishing aness relationship;

2. for occasional customers, when they wish tocgffe

owm

-
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~
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a. a transfer of funds
b. a transaction whose value equals or exceedsnanrd specified in &
sovereign order, whether this is effected in onerajon or several
operations between which there appears to be adink
C. a transaction, even below the value specifieth@sovereign ordef
where there is suspected money laundering, temotiiancing or
corruption; or

3. when the bodies and persons specified in sexficend 2 have doubts
about the veracity or accuracy of the informatiomaerning the identity
of an existing customer.

In the case of individuals, the identification aretification shall include
the family and first names and the address.

In the case of legal persons, other legal entitrebstrusts, they shall cov
the business name and registered office, the fistlirectors and the
provisions governing the power to commit the bodyaeerned, without
prejudice to the measures stipulated in section 5.1

D
—_

174

The identification shall also concern the plannedppse and nature of
the business relationship.

The arrangements for applying this section shallldad down in a
sovereign order.

Draft legislation, section 4bis

1. The bodies and persons specified in sectionadl2amust exercis
constant vigilance with regard to business relatiips, particularly by
examining operations and transactions concludezuigfirout the duratio
of a business relationship and, if necessary, thggnoof funds, to verify|
that these operations and transactions are comsistth what is known
about these customers, their social and financadkdrounds, theif
commercial activities and their risk profile, ang keeping the relevar
documents, data and information up to date by ppglose attention to
operations and transactions effected.

4]

—

—

2. If the bodies and persons specified in sectibrasd 2 are unable to
satisfy the obligations in section 4 and 81 abtivey may not establish or
maintain a business relationship. They should dewtiether SICCFIN
should be informed of this, in accordance withisest 16 to 20.

3. The bodies and persons specified in 88 1 to Sedftion 1 are
authorised to use a third party to carry out thégabons specified in
section 4 and 81 above, if the latter is a credfirmncial institution that
has itself carried out these due diligence pro@siand is established in a
state whose legislation imposes obligations eqgeintaio those in sections
4, 4bis and 5, compliance with which is monitored.

4. The bodies and persons specified in 88 6 to flSeation 1 areg
authorised to use a third party to carry out thégabons specified in
section 4 and 81 above, if the latter is a crediimancial institution thaf
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has itself carried out these due diligence proaegiur

5. The bodies and persons specified in sectionsd1?awhose activities
include money transfers are required to includ¢hizse operations and
the accompanying messages, precise and usefulmafan on the
customers making the order.
These bodies shall also retain all information #madismit it when they
act as intermediaries in a payment chain.
Specific measures may be taken for cross-borderthbatinsfers and
permanent transfers of salaries and pensions thanat create an
increased risk of money laundering, terrorism firing or corruption.
The conditions in which this information must beareed or made
available to the authorities or other financiatitasions shall be specifie
in a sovereign order.

|®N

6. The bodies specified in thd" paragraph of section 1 must ident
their customers and verify their identity, baseddocumentary proof, o
which a copy shall be retained, when they purclbasxchange gamblin
chips for amounts equal to or in excess of the amnaepecified in 3
sovereign order and when they wish to effect amgmobperation relating
to gaming, without prejudice to the measures sjgetif section 5.

-
<

(@]

7. The rules for implementing the obligations listabove shall bg
specified in a sovereign order according to th& psesented by th
customer, the business relationship or the traimsact

(ORI

Draft legislation, section 5
1. The bodies and persons specified in sectiomsd2amust identify and
take all reasonable measures to verify the idewfitpersons for whosg
benefit operations or transactions are effected:
a. if there is any doubt as to whether customeesiipd in section 481
are acting on their own account or it is certaiat tthey are not acting gn
their own account;

b. when the customer is a legal person, a leg#yeanta trust.

When the customer is a legal person, a legal eotigytrust, the measures
include the identification of the individual or inguals who actually
own or control the customer.

2. The rules for implementing the obligations listabove shall bg
specified in a sovereign order according to th& psesented by th
customer, the business relationship or the traimsact

(ORI

(Other) changes since
the last evaluation

Recommendation 15 (Internal controls, compliance ahaudit)

Rating: Partially compliant

Recommendation
of the MONEYVAL
Report

The legal framework should be completed (at leastcerning the
financial institutions others than banks) so that:
0 The officer or employee in charge of suspicioumgeation
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reporting does not have overall responsibility lawlfor the
organisation and internal control of AML/CFT meassirwithin
the financial undertaking;

Measures taken
to implement the
Recommendation
of the Report

The Monegasque authorities have included in thé tegislation to be
tabled shortly measures to ensure that managerstadf members
authorised to report suspicious transactions hane ogerall legal
responsibility for organising and internally momitgy AML/CFT
arrangements within their financial undertaking.

An annual report must be prepared, with a copyl@CEIN (see article
35.4 of the sovereign order).

Draft legislation, section 13
The bodies and persons specified in section 1 diealgnate one of more
persons to be responsible for applying this leg@hain their organisation
and shall inform SICCFIN of their identity. Thesergons, based in the
Principality, shall be mainly responsible for prapg internal control
procedures, communicating and centralising infoiomatin order to
prevent, identify and stop the commission of operat linked to money
laundering, terrorism financing or corruption. Theternal control
procedures shall take specific account of the ammd risk of money
laundering, terrorism financing or corruption irethase of non-face to
face transactions, as specified in section 9. Ayaighese procedures |n
French shall be submitted to SICCFIN.

=

The bodies and persons specified in section 2 alstllbe responsible fq
preparing internal control procedures, communicatamd centralising
information in order to prevent, identify and stdpe commission of
operations linked to money laundering, terrorisnaficing or corruption,.
A copy of these procedures in French shall be siiédhio SICCFIN.

The arrangements for applying this obligation shwllaid down in a
sovereign order.

Draft sovereign order, article 32
The relevant undertakings shall inform their offlsi who are in direct
contact with customers, in writing, of the appragei criteria for
identifying atypical transactions to which they rhgs/e special attentio
and which must be the subject of a written repastspecified in sectio
11.2 of the legislation.

Any examination of such transactions shall consideparticular, their
apparent financial justification and legitimacy.

The relevant undertakings shall also inform thdficimls who are in
direct contact with customers, in writing, of thequired procedure fo
submitting written reports to the official respdsisifor preventing money
laundering and terrorism financing specified inteec 13, including the
time limits for submitting them.

D -

=

Draft sovereign order, article 33
The persons specified in sections 1.1 to 1.7 shibbduce a surveillance
system to identify atypical transactions.
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Such systems must:

- cover all customers' accounts and their transasti
- be based on precise and relevant criteria, that fixed by each
undertaking in the light of, in particular, the cheteristics of the services
and products they offer and those of the custonmveem they target angd
sufficiently discriminating to permit the identiiton of atypical
transactions;

- permit these transactions to be identified rapidl

- produce written reports describing the atypicahsactions identified
and the criteria on which the judgment that theyenatypical was based.
These reports shall be submitted to the officiapamsible for preventing
money laundering and terrorism financing speciiregection 13;

- be computerised, unless the undertaking can detnate that the natu
and volume of transactions to be monitored doesauptire an automated
surveillance system;

- have their relevance checked by an initial valata procedure an
regular re-examinations, with a view to adjustihgn, if necessary, t
changes in activities, customers or the environment

The criteria referred to in the previous paragrsipall take account of the
special risk of money laundering, terrorism finaagcior corruption tha
may be linked to transactions:

- carried out by individual customers who are rioggically present at th
time of the transaction;

- carried out by customers whose acceptance wagscsub stricter rule
under the policy on accepting customers specifiethapter 4;

- concerning unusual sums in absolute terms orngavegard to th
customer's normal behaviour in the context of kiationship with th
undertaking.

For the purposes of this section, a transfer ofd$umeceived for
customer's benefit where the precise and relevafiormation on th
payer specified in section 5.5 of the legislatisriaicking shall constitut
an atypical transaction.

Draft sovereign order, article 35
1. The official or officials responsible for prevemy money launderin
and terrorism financing specified in section 13lisha appointed by th
undertaking's effective governing body after it festablished that th
person or persons concerned have the necessagsgimfal integrity t
undertake these duties correctly.

2. Those concerned shall have the necessary piariaksexperience
hierarchical authority and powers within their eoyhg establishment t
perform their duties effectively and autonomously.

3. Those concerned shall ensure that the undegiadra whole complies
with all its obligations for preventing money law@nohg, terroris
financing or corruption, including the establishinef an appropriat
administrative organisation and internal contradtegn. They shall ha
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the power to make any recommendations they consigpropriate o
necessary to the undertaking's management or gogeoody.

In particular, they shall establish and implemeunhder their own
authority, procedures for analysing the writtenorgp drawn up unde
section 11.2 of the legislation and the SICCFINorépinder sections 16
to 18.

They shall train and familiarise staff in accordamdth section 12 of th
legislation and article 36 of this sovereign order.

They shall be the main contacts of SICCFIN forralitters relating tc
money laundering, terrorism financing or corruption

=

D

4. Those concerned shall prepare at least onceam a/@eport to the
undertaking's governing body. The report will assése number of
attempts at money laundering, terrorism financingaruption that have
been identified and make a general appraisal ofsthigability of the
existing administrative organisation and internahtcols and of the
contribution of the undertaking's various departtaeén prevention.
A copy of the annual report shall automaticallyseat to SICCFIN and,
if appropriate, to the undertaking's official aod#

Recommendation o It is required that the financial institution givésm the status
of the MONEYVAL and powers to enable him to fulfil his duties;
Report

Measures taken to
implement the
Recommendation
of the Report

The Monegasque authorities have included in thé& tegislation to be
tabled shortly measures requiring financial undéntgs to grant thes
persons the requisite status and powers to carryfully their duties,
particularly those in articles 35.2 and 3 of theeseign order.

see above

1)

Recommendation o The law or regulations give him an access to alcassary|
of the MONEYVAL information.
Report

Measures taken
to implement the
Recommendation
of the Report

The Monegasque authorities have included in thé& tegislation to be
tabled shortly measures to ensure that the managessaff members
concerned have access to all the necessary infiormat

See above, section 13 of the draft legislationapplication measures

Recommendation
of the MONEYVAL
Report

0 These financial institutions be explicitly requiredmaintain an
independent internal control function, endowed wstifficient
resources, entailing sanctions for non-compliance.

Measures taken
to implement the
Recommendation
of the Report

The Monegasque authorities have included in thé tigislation to be
tabled shortly measures requiring financial undntgs to establish
independent internal monitoring arrangements witfigent resources

see above

Recommendation
of the MONEYVAL
Report

1%

Apart from the criteria for issuing work permitdet existing device
should be modified to enable the financial insiitos to verify the
honesty of candidates for employment before theyiaed.

Measures taken
to implement the
Recommendation
of the Report

The Monegasque banking association (AMAF) has recended that
steps be taken to ensure the integrity candidatesetruitment. Work
permits are not issued if the police advise agahistand the prospective
employer is informed of the reasons.
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(Other) changes since
the last evaluation

Recommendation 16 (DNFBP)

Rating: Partially compliant

Recommendation
of the MONEYVAL
Report

Regarding other DNFBPs:

- the applicable legislation or regulations should bwdified so
that organisational or internal control measuresagut in place
following criterion 16.1, in accordance with FATFE B5.

Measures taken
to implement the
Recommendation
of the Report

The Monegasque authorities have included in thé tegislation to be
tabled shortly measures requiring DNFBPs to esthldrganisational and
internal monitoring arrangements in accordance WiPATF
recommendation 15.

Draft legislation, section 9
The bodies and persons specified in sections 12asttall make special
and adequate arrangements to deal with the inateask of money
laundering, terrorism financing or corruption whbey establish business
relationships or effect transactions with custonvelne are not physically
present for identification purposes, particularyconnection with the use
of new technologies.
The arrangements for applying this obligation stul laid down in a
sovereign order.

Draft legislation, section 12

The bodies and persons concerned shall take ajpgepreasures to tra
staff and familiarise them with the provisions bfstlegislation. Thes
measures include the participation of their staf§pecial programmes f{
help them recognise transactions and actions thgtl linked to mone
laundering, terrorism financing or corruption andtruct them on how t
proceed in such cases.

U‘QoKU:

Draft legislation, section 13
The bodies and persons specified in section 1 dealgnate one of more
persons to be responsible for applying this letiahain their organisation
and shall inform SICCFIN of their identity. Thesergons, based in the
Principality, shall be mainly responsible for prapg internal control
procedures, communicating and centralising infoiomatin order to
prevent, identify and stop the commission of opernat linked to money
laundering, terrorism financing or corruption. Theternal control
procedures shall take specific account of the aswd risk of money
laundering, terrorism financing or corruption iretbase of non-face to
face transactions, as specified in section 9. Ayaighese procedures |n
French shall be submitted to SICCFIN.

The bodies and persons specified in section 2 alslbe responsible for
preparing internal control procedures, communicatmd centralisin
information in order to prevent, identify and sttdpe commission o
operations linked to money laundering, terrorisnaficing or corruption|.
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A copy of these procedures in French shall be stibdnio SICCFIN.

The arrangements for applying this obligation shwllaid down in a
sovereign order.

Draft sovereign order, article 35
1. The official or officials responsible for prevemy money laundering
and terrorism financing specified in section 13lisha appointed by th¢
undertaking's effective governing body after it festablished that th
person or persons concerned have the necessagsgimfal integrity ta
undertake these duties correctly.

D P =

2. Those concerned shall have the necessary piaiaksexperience,
hierarchical authority and powers within their eoyhg establishment t
perform their duties effectively and autonomously.

O

n

3. Those concerned shall ensure that the undegiadra whole complie
with all its obligations for preventing money law@nohg, terrorism
financing or corruption, including the establishinef an appropriate
administrative organisation and internal contradteyn. They shall hayv
the power to make any recommendations they consigpropriate o
necessary to the undertaking's management or gagdsody.

In particular, they shall establish and implemeunhder their own
authority, procedures for analysing the writtenorgp drawn up unde
section 11.2 of the legislation and the SICCFINorépinder sections 16
to 18.

They shall train and familiarise staff in accordamdgth section 12 of th
legislation and article 36 of this sovereign order.

They shall be the main contacts of SICCFIN forralitters relating tc
money laundering, terrorism financing or corruption

®

=

D

4. Those concerned shall prepare at least onceama a/@eport to the
undertaking's governing body. The report will assése number of
attempts at money laundering, terrorism financingaruption that have
been identified and make a general appraisal ofsthigability of the
existing administrative organisation and internahtcols and of the
contribution of the undertaking's various departtaén prevention.
A copy of the annual report shall automaticallydeat to SICCFIN and,
if appropriate, to the undertaking's official aod#

(Other) changes since
the last evaluation

Recommendation 17 (Sanctions)

Rating: Partially compliant

Recommendation
of the MONEYVAL
Report

The Monegasque authorities should consider conmglethe range o
administrative sanctions (notably by establishirtge tpossibility of
administrative fine) to improve its progressivenass to allow a more
proportionate application of the sanctions to therisusness of th
violation identified.

D
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Measures taken
to implement the
Recommendation
of the Report

range of administrative sanctions, in particular tauthorising

The Monegasque authorities have adopted measursgpmement thT

administrative fines and publication of penaltiegposed in the officia
journal.

Draft legislation, section 38

Without prejudice to any criminal penalties, SICNFmay issue 4
warning to persons specified in sections 1 andwvh@ fail to comply with
their obligations under this legislation.

In the event of serious fault, SICCFIN may requbstMinister of State
to reprimand the person concerned, bar him fronecéfig certain
operations or suspend or revoke his administratithorisation.

These penalties, apart from the warning, may berapanied by a fine

not exceeding € 1.5 million and publication in tifécial journal.

Before any decision is taken to impose penaltiespgérson concerneg
must be informed, in writing, of the complaintsdéed against him an
be given the opportunity to explain or be asked ptovide such
explanations. The explanations shall be recordedrgport signed by th
person concerned.

At the hearing, the person may be assisted by mgaisel.

The penalties specified in this section are alggiegble when SICCFIN
officials record a breach of the obligations in fegislation or of the
measures taken to apply them by the persons sgbdifisections 1 an
2.3.

|®N

D

Recommendation
of the MONEYVAL
Report

The Monegasque authorities should consider modjfihe system @

applicable sanctions so that, beyond the criminahalties provided for

in Articles 32 and 33 of the law, sanctions caniimg@osed on senig
managers and employees of financial undertakings vfolations of
LAB/CFT obligations

=

=

Measures taken
to implement the
Recommendation
of the Report

The Monegasque authorities have included in thé& tegislation to be
tabled shortly provision for sanctions to be immbse the managers ¢
financial institutions not just for criminal offeaes prescribed in law bt
also for breach of all the legal obligations toer® money launderin
and terrorism financing.

see above

pf
I

Recommendation
of the MONEYVAL
Report

In the case of casinos and other businesses anf@gsions covered b
article 2 of the law, the legislation and regulatioshould be complete
so that the violation of the obligations here abawentioned can b
subject to sanctions, and so that these sanctianshe imposed not on
to the natural person or person who can be helblédor the criminal

< W o<

offence but also to the gaming house or businesH.it
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Measures taken
to implement the
Recommendation
of the Report

The Monegasque authorities have included in thé tigislation to be
tabled shortly measures to supplement the penattiediich casinos and
other DNFBPs may be liabl&ection 38 is applicable to casinos and
other DNFBPs.In addition, Act 1349 of 25/06/2008 establishes |the
liability of individuals and legal persons, on whdines may now be
imposed (see recommendation 2).

see above

Recommendation
of the MONEYVAL
Report

In the case of casinos, the applicable framewodukhbe completed s
that breaches of requirements in matters of custotdue diligence of
organisation and implementation of preventive pthoes can constitut
grounds for imposing an enforcement measure ortgancexcept wher¢
it can be proved that the breaches resulted in #ura to report
suspicious transactions, liable to criminaénalties.

o

WwipD

Measures taken
to implement the
Recommendation
of the Report

The Monegasque authorities have included in thé tegislation to be
tabled shortly measures to supplement the penattiediich casinos and
other DNFBPs may be liabl&ll undertakings, including casinos, are
now subject to the same rules.
see above

(Other) changes since
the last evaluation

Recommendation 21
(Special attention for higher risk countries)

Rating: Partially compliant

Recommendation
of the MONEYVAL
Report

The Monegasque authorities should provide for axdable measure
requiring increased diligence in connection wittsimess relationships g
transactions with counterpart institutions withKsto countries that dp
not properly apply the FATF Recommendations.

= O

Measures taken to
implement the
Recommendation
of the Report

The Monegasque authorities have included in thé tegislation to be
tabled shortly binding measures, breach of whigbuisishable, requiring
special vigilance in the case of business relatissor transactions with
persons having links with countries that do not hapfFATF
recommendations, or apply them insufficiently (démate paragraph of
section 11 below).

Draft legislation, section 11
The bodies and persons covered by sections 1 awd Bequired to pay
especially close attention to any transactionsiqastrly likely, because
of their complex or unusual character, having régar the customer'
activities or the lack of any financial or appahgrnégal justification, to
be linked to money laundering or terrorism finagcin

4

The bodies and persons concerned shall preparettenmreport on the
result of this examination concerning the origird atestination of the
sums involved and the object of the transaction iteneficiary. The
report and all documents pertaining to the transacthall be submitted
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by the persons specified in section 13 for retenftow the period specifie
in section 10 and shall be made available if reglto SICCFIN.

The measures specified in this section shall afgalyato transactions
involving a consideration with links to a state tmrritory whose
legislation is recognised to be inadequate or whpsactices are
considered to be an obstacle to combating moneaydkxing, terrorism
financing or corruption.

The states or territories and the minimum amounthef transaction
concerned shall be specified in a ministerial arder

UJ

(Other) changes since
the last evaluation

Recommendation 22
(Subsidiaries and foreign branches)

Rating: Non compliant

|®N

Recommendation Article 13 of Law No. 1.162 of 7 July 1993 shouédrbodified to exten
of the MONEYVAL | 3| of Monaco’s legislation and regulations on pestion to subsidiaries

Report and branches located abroad, and require from thtsepay specia
attention to compliance with the relevant princgplén the case of
subsidiaries and branches located in countries Wwhilo not or which
insufficiently apply the FATF Recommendations.

Measures taken The Monegasque authorities have included in thé tegislation to be

to implement the tabled shortly measures to extend all the Monegasqteventive

Recommendation legislation and regulations to the foreign branched subsidiaries qf

of the Report Monegasque financial institutions and require ttéel to take particula

care to ensure that this applies to countries tlatot apply FATH
recommendations, or apply them insufficiently.

=

Draft legislation, section 22
1. Any financial undertaking whose registered affics in the
Principality and which has subsidiaries or branffites abroad shall
ensure that the latter take measures at leastdghiwadent of those
specified in this legislation.

It shall communicate to them relevant measurespamcedures.

If the relevant country's legislation prevents thegplication SICCFIN
must be informed of this situation.

2. The persons specified in section 1 may not opemranch of
representative office that is domiciled, registeoedastablished in a state
or territory designated by ministerial order in @oance with section 20.
They may not acquire or create, directly or indise@ branch operating
as a credit institution, investment undertakingnsurance institution tha
is domiciled, registered or established in onéheke states or territories

—
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Recommendation
of the MONEYVAL
Report

The legislation and regulations should also requiteat where the
minimum standards applicable in Monaco differ frhrase of the country
where a branch or subsidiary is located, the mashgent legislation
should then be applied.

Measures taken
to implement the
Recommendation
of the Report

The Monegasque authorities have included in thé tegislation to be
tabled shortly measures to ensure that where mminMionegasque
standards and those of the countries where braraigsubsidiaries df
financial undertakings are established differ,streter standards must be
applied.

See above section 22-1.

Recommendation
of the MONEYVAL
Report

Monaco’s law should also require financial undertads to inform the
SICCFIN if the local legislation or regulations dmable to their
subsidiaries or branches does not authorise theliegiion of the
preventive measures in force in Monaco as a whole

Measures taken
to implement the
Recommendation
of the Report

The Monegasque authorities have included in thé tegislation to be
tabled shortly the requirement that financial utaléngs inform
SICCFIN when the local legislation and regulati@pplicable to thei
branches or subsidiaries do not permit the apjdicabf Monegasque
preventive provisions in their entirety.

See above section 22-2.

(Other) changes since

the last evaluation

Recommendation 23
(Regulation, supervision and monitoring )

Rating: Partially compliant

Recommendation
of the MONEYVAL
Report

The authorities should establish an action plamdimforce significantly
and the sooner the exercise of the control functmm financial
institutions.

Measures taken
to implement the
Recommendation
of the Report

The Monegasque authorities have greatly increabed number of
checks carried out on financial undertakings. 0&0the National
Council approved the Government's recruitment piahich initially
meant two additional persons, the first in earlp@@nd the second |
early 2009. Both have been assigned to this agtivit
An outside expert was also employed in 2008 toycaut on-the-spat
inspections. This has continued in 2009 with theplegment of arj
additional external person.
On-the-spot inspections therefore increased in 2808 the trend is
continuing in 2009.

Number of on-the-spot inspections

2008 to 20.02.09
Banks 8 8
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Management 4 1
companies
Company service
, 11 -
providers
TOTAL 23 9

A number of subject-based on-the-spot visits haaenbcarried out to a
financial undertakings.These are concerned with compliance w
obligations concerning the identification of custamgiving orders, wire
transfers (banks only), politically exposed persansl the procedurgs
established by all categories of undertaking feezing funds.

Subject-based checks: Number of 40
undertakings concerned in 2008
Banks
Management companies 32
Company service providers 42
TOTAL 114

In addition to these numerous on-the-spot checllsvaits, more than 7
documentary checks have been carried out sinceadaf008.

OT

Rfeclf]ommotandation The Monegasque preventive framework should be @edeto mutua
%etpc?rtM NEYVAL | fund management companies.

Measures taken
to implement the
Recommendation
of the Report

The Monegasque authorities have included in thé& tegislation to be
tabled shortly measures to extend the AML/CFT ayeaments ta
collective investment undertakings specified intecl.2.

Draft legislation, section 1

The following bodies and persons are subject topitevisions of this
legislation:

1. Persons who carry on banking or bank intermexiidbusiness on a
regular basis;
2. Persons undertaking activities specified in séon 1 of Act 1.338
of 7 September 2007 on financial activities;

3. Insurance companies referred to at Article ader 4.178 of 12
December 1968 instituting state supervision of liasge and
guaranteed investment undertakings of all types @g@nising the
insurance industry, insurance intermediaries, agemtd brokers
established in the Principality in connection wiifie insurance and
insurance linked to investments;

4. Persons appearing in the list in section 3 of 24 of 27 Februar
1936, as amended;
5. Persons referred to in section 3 of Act xxx yiag out operation$
relating to the establishment, management and aootrlegal persons
legal entities or trusts, and as such providingesomall of the following
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services to third parties:

* acting as agent in the constitution of a legal @ertegal entity of
trust;

* acting, or making the necessary arrangements foesoe else to
act, as director or secretary general of a compagsyartner in a
partnership or private limited company, or in aimfunction
for other legal persons or entities;

* providing a registered office, commercial addrespremises, o
an administrative or postal address for a comppastnership of
any other legal person or entity;

* acting, or making the necessary arrangements foesoe else to
act, as the administrator of a trust;

* acting, or making the necessary arrangements foesoe else to
act, as a shareholder on behalf of another person.

7. Gaming houses;

8. Bureaux de change as specified in section 1coXXX;

8. Money transmitters as specified in section 2afXXX;
10. Estate agents specified in Act 1.252 of 12 R@92 on activities
relating to certain operations connected with esthte and businesses;
11. retailers;

12. Business, legal and tax advisers;

13. Services concerned with guarding, protectingl dransporting
currency;
14. Dealers in precious objects, such as precidogses, precious
materials, antiques, works of art and other vakialljects;
15. Pawnbrokers;

16. Other persons who, in the conduct of their mess, carry out, control
or advise on transactions entailing movements mwdisu

Bodies and persons undertaking financial activitibst meet the
following criteria are not subject to the provissoof this legislation:
- the turnover generated by the financial activitysimot exceed a
maximum figure laid down in a sovereign order;

- transactions associated with the activity must emteed 4§
maximum amount by customer and by transactiondaign in a
sovereign order, whether the transaction takefotine of a single
operation or several apparently linked operations;

- the financial activity is not the principal actiyiand the turnover
it generates must not exceed a percentage of thletdonover of
the body or person concerned laid down in a sogereider;

- the financial activity is appurtenant and direatkéd to the
principal activity;

- the principal activity is not specified in the fisub-paragraph g
this section;

The financial activity is performed solely for thmustomers of the
principal activity and is not generally offeredthe public.

=

Financial Activities Act, no. 1.338 of 7 Septembe2007, Section 1
This law is applicable to those who exercise, ragylor professionally,
the following activities:
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1. managing, on behalf of third parties, securitiefutures portfolios;

2. managing unit trusts and other collective invesit undertaking
under Monegasque law;

3. receiving and transmitting orders concerningusées and futures o
the financial markets on behalf of third parties;

4. advising and assisting in areas specified m 3; t

5. executing orders on behalf of third parties;

6. managing collective investment undertakings ufateign law;

7. Dealing on own account.

This law is not applicable to undertakings exengdhe activities in 1 t
6 solely on behalf of legal persons that contrehthdirectly or indirectly
and legal persons that these latter control.

Rfezomme”dation The Monegasque framework should also be modifigdatdhe insurance
getpgrtl\/IONEYVAL intermediaries (brokers and agents) shall be explisubject to it.

Measures taken
to implement the
Recommendation
of the Report

The Monegasque authorities have included in thé tegislation to be
tabled shortly measures to extend the AML/CFT ayeaments ta
insurance intermediaries (brokers and agents).
See above section 1-3.

U7

D

(Other) changes since
the last evaluation

(DNFBP- Regulation, supervision and monitoring )

Recommendation 24

Rating: Partially compliant

Recommendation
of the MONEYVAL
Report

Regarding the CSPs and the trustees, additionalnsxehould be put g
the disposal of the SICCFIN to allow it to increasignificantly the
frequency of the on-site controls.

—*

Measures taken
to implement the
Recommendation
of the Report

The Monegasque authorities have greatly incredsedamber of check
carried out on company service providers (CSPs)rasties..

Eleven CSPs received on-the-spot inspections ir8.28@me that als
acted as trustees as a purely ancillary activityevedso checked on th
account.

See statistics on inspections in 2008.

Two additional persons were recruited in 2008 a@@BXor this purpose.
An outside expert was also employed in 2008 toycaut on-the-spo
inspections. This has continued in 2009 with theplegment of an
additional external person.

At

Recommendation
of the MONEYVAL
Report

Additional means should also be allocated to SIQCHbintly with the
enlargement of the preventive obligations of DNFB®s allow this
authority to exercise effectively its on-site cohtmissions and of th
respect of the obligations of these businessegpasfdssions

Measures taken
to implement the
Recommendation
of the Report

The Monegasque authorities have greatly incredsedumber of check
carried out. This will continue in 2009.
See above

The Monegasque authorities have also includedardtaft legislation tc
be tabled shortly measures to strengthen the mongtprocessAuditors
will draw up annual reports on the arrangements fi@onitoring

AML/CFT measures.
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Draft legislation, section 31

The undertakings specified in 3 to 6 and 8 to 14aaftion 1 are require
to have an annual report drawn up by an auditoistergd under Act
1.231 of 12 July 2000 to assess the applicatiorthef law and the
measures taken to implement it.

o

Copies of the reports shall be sent to SICCFINtardnanagement of the
undertakings concerned.

(Other) changes since
the last evaluation

In 2008, AMPA, which represents companies in Monaeswolved in the
administration of foreign entities, organised asg®s with SICCFIN and
an outside speaker on the obligations that werestibgect of SICCFIN'S
on-the-spot inspections.

Recommendation 25
(Guidelines and Feedback)

Rating: Partially compliant

Recommendation
of the MONEYVAL
Report

The competent Monegasque authorities should coepet instructions
and recommendations they have addressed to thecfalanstitutions to
assist them more systematically on all the maineisghat the applicatio
of preventive measures is likely to raise in praeti

—

Measures taken
to implement the
Recommendation
of the Report

 The Monegasque authorities have included in a dm@fereign
order to be issued shortly measures to providadiiah undertakings with
more systematic assistance on all the main isshas the practical
application of preventive measures is likely teeai

Draft sovereign order to amend sovereign order 1145, article 1
A new article 2 bis of sovereign order 11 246 ofJ2duary 1994 reads as
follows:

The department may issue any instructions or recemaations
it considers necessary to help persons covereddiylA62 of 7 July
1993 to apply and comply with the obligations itaédishes, particularly
regarding the form and content of the reportingcpdure specified in
sections 3, 19 and 25.

It shall maintain detailed statistics and publishaanual report. It sha
also provide general feedback to the persons spedifi the previous
sub-paragraph.

 The Monegasque authorities have also included & dhaft
legislation to be tabled shortly measures to pm¥idancial undertaking
with more systematic assistance on all the mainesdhat the practica
application of preventive measures is likely taeai

= O

Draft sovereign order, article 38
SICCFIN may propose any changes to legislatioreguliations it deem
necessary to combat money laundering, terrorisemfitng or corruption.

[72)

SICCFIN may issue any instructions or recommendatiit considers
necessary concerning the application of the leiiislaand this sovereign
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order.

In 2008, SICCFIN issued directives on PEPs (savplgas), names @
convenience, the procedure for reporting suspicamusrisk levels.

—+

Recommendation
of the MONEYVAL
Report

The authorities should ensure the implementation nofchanisms

guaranteeing the organisations and individuals @med by this
information ready and rapid access to informaticegarding method
and trends of ML and the evolution of the phenon{especially througt
the dissemination of the results of the liaison miittee’s activities).

D

\"2)

Measures taken
to implement the
Recommendation
of the Report

 The Monegasque authorities have included in a dm@fereign
order to be issued shortly measures to ensurdhbadiodies and perso
concerned have ready access to information on mdaapdering
methods and techniques and changes in the phenamenuarticular by
making available the findings of the "liaison cortte®".

Draft sovereign order to amend sovereign order 1652, article 1
Article 2 of sovereign order 16 652 of 24 Janua®@4 is amended g
follows:

The committee's purpose is to ensure a two-way fidwinformation
between the government departments involved in ebimip money
laundering and terrorism financing and the undémggk specified in Act
1.162 of 7 July 1993, as amended, and to considd¢ters of commor
interest with a view to improving the effectivenesf the current
arrangements, particularly through exchanges afrinétion on trends
and changes in money laundering and terrorism gimgnmethods an
techniques.

Draft sovereign order to amend sovereign order 1652, article 4
The final sub-paragraph of article 1 is repealed applaced by the
following:

The committee may co-opt, as necessary, any qealfferson active i
the field of combating money laundering and teamrfinancing.

The representatives of each category of undertadegified in the firs
sub-paragraph shall be responsible for dissemigatiiormation suppliec
at the committee's meetings to the undertakings rfgresent.

* The Monegasque authorities have also included e dhaft
legislation to be tabled shortly measures to enslué the bodies an
persons concerned have ready access to informatiomoney launderin
methods and techniques and changes in the phenamenoarticular by
making available the findings of the "liaison cortte®".

Draft sovereign order, article 43

1. A liaison committee to combat money launderingd aerrorism
financing shall be established under the autharfitthe Minister of State
or his representative.

2. The committee's purpose is to ensure a two-way 6f information
between the government departments involved in atimip money

ns

j -

1%

—

laundering and terrorism financing and relevant entakings, and tq
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consider matters of common interest with a viewirtgroving the
effectiveness of the current arrangements, paatiuthrough exchanges
of information on trends and changes in money lating and terrorism
financing methods and techniques.

3. The committee shall be chaired by the Governmaminsellor
responsible for finance and economy, assisted dglittector of SICCFIN
and will be composed of 15 permanent members, agabias follows:

- two representatives of the judicial service;

- two representatives of the interior departmemgcluding one
representative of the police department specificabponsible for thes
matters;

- a representative of the budget and treasury tdir@ie responsible fo
receiving information on the freezing of funds tmrbat terrorism or to
implement economic sanctions;

- a representative of SICCFIN;

- representatives of each category of undertakipgciied in the
legislation, appointed for three years:

* two representatives of credit institutions spiedfin section 1.1;

* one representative of companies specified ini@edt.2;

* one representative of persons appearing in #teiri section 3 of Act
214 of 27 February 1936, as amended;
* one representative of persons carrying out opmratrelating to the
management and control of foreign companies speekifi section 1.5;
* one representative of money transmitters;

* one representative of insurance undertakingsiatedmediaries, agent
and brokers established in Monaco;

* one representative of gaming establishments;
* one representative of bureaux de change;

* one representative of estate agents specifiedcin1.252 of 12 July
2002 on activities relating to certain operationarected with real estate
and businesses;
* one representative of persons coming within theps of Act 1.231 on
the various professions of auditors;
* one representative of dealers in precious objesteh as preciou
stones, precious materials, antiques, works ofaad other valuabl
objects.

SICCFIN shall provide the secretariat.

[0]
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The committee may co-opt, as necessary, any ealgerson active i
the field of combating money laundering and teamrfinancing.

The representatives of each category of undertadegified in the firs
sub-paragraph shall be responsible for dissemigatiiormation suppliec
at the committee's meetings to the undertakings rfgresent.

4. The liaison committee shall meet at least twacgear after being
convened by the chair, who shall draw up the ageinddoing so, he may
consult other members.

The latter may ask him to convene extraordinarytinge on importan
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and urgent matters.

Recommendation
of the MONEYVAL
Report

Given the professional confidentiality of SICCFItfE it is necessar)
that the Monegasque authorities examine whetheadoption of specifig
legal provisions would enable to provide a more poghensive and
systematic specific feedback to financial institasi on action taken on
suspicious transactions that they have reported

Measures taken
to implement the
Recommendation
of the Report

The Monegasque authorities have included in th& tegislation to be
tabled shortly measures to ensure a fuller and regstematic feedbac
of information to financial undertakings on the i@t taken on thei
reports of suspicions.

=

Draft legislation, section 1584.2
2. When SICCFIN refers a case to the state progeautder 84.1, he
shall inform the undertaking or individual that reatie report.

Recommendation
of the MONEYVAL
Report

The competent Monegasque authorities should coenfiet instructions
and recommendations they have addressed to thecfadanstitutions to
assist them more systematically on all the maineisghat the applicatio
of preventive measures is likely to raise in praeti

—

Measures taken
to implement the
Recommendation
of the Report

The Monegasque authorities have also includedeardtaft legislation td
be tabled shortly measures to provide financialeatadtings with more
systematic assistance on all the main issues lleapriactical applicatio
of preventive measures is likely to raise.

—

Draft sovereign order, article 38
SICCFIN may propose any changes to legislatioregulations it deem
necessary to combat money laundering, terrorisemfiing or corruption

[72)

SICCFIN may issue any instructions or recommendatit considers
necessary concerning the application of the legisiaand this sovereigh
order.

—+

In 2008, SICCFIN issued directives on PEPs (savjigss), names O
convenience, the procedure for reporting suspicamusrisk levels.

Recommendation
of the MONEYVAL
Report

Parallel to the recommended extension of the pitixembligations for
the DNFBPs (see 4.1 and 4.2), the competent Mogegaauthorities
should circulate instructions and recommendatiofdeato provide 4
systematic assistance on all main issues that pipication of preventive
measures is likely to raise in practice; more oattissue in 3.10.

Measures taken
to implement the
Recommendation
of the Report

Section 38 applies to all the undertakings spetifiesections 1 and 2,
including DNFBPs.

see above

(Other) changes sinc

the last evaluation

D
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Recommendation 27
(Prosecution authorities)

Rating: Partially compliant

Recommendation
of the MONEYVAL
Report

Given that the repressive system is mostly regctile evaluators
recommend to the authorities to take measures #byaa the reasons of
such a practice and to find a solution relevantite Monegasque context.

Measures taken
to implement the
Recommendation
of the Report

Under Monegasque criminal procedure, there are tawst means of
bringing proceedingsby individuals in civil actions and by the state
prosecutor in response to reports of offences sidxinby the police or
SICCFIN.
The role of the police is to identify offences, &sble evidence and seek
out the perpetrators (Article 1 of the Code of Gniah Procedure)The
police may not conduct investigations on their omitiative.

Recommendation
of the MONEYVAL
Report

The authorities should consider adopting guidelinies assist the
authorities in their investigations

Measures taken
to implement the
Recommendation
of the Report

Given the limited number of persons and casessitteeof the Principality
which enables direct and rapid close contacts,pitaetice is that thg
Prosecution follows every case and adapts in is@d the instructions
given to the investigators on the ground, in ordeadapt itself to eac
specific case. Nevertheless, in February 2009, etinge was held with
interested magistrates and the Directorate of ialdgervices, in order tp
discuss this problem: hence, the issue is beingidered.

\1%4
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Recommendation
of the MONEYVAL
Report

In the context of the modification of the Crimifdocedure Code, th
authorities should introduce provisions that allothe competent
authorities to postpone or waive the arrest of saspd persons and/a
the seizure of the money for the purpose of idengjfpersons involved i
such activities or for evidence gathering.

4]
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Measures taken
to implement the
Recommendation
of the Report

The Code of Criminal Procedure in both its presamil future forms
authorises the deferral of an arrest or seizufarafs in the interests of an
investigation, so there is no need to introduce mpeavisions on thig
subject

(Article 91 for the public prosecutor, Article 83@rfinvestigating judges)

Recommendation
of the MONEYVAL
Report

The authorities should also ensure that the intatdun of special
investigative techniques will allow the law enfar@nt authorities to usg
the main techniques — such as means of technicaltrato of
telecommunication, of internet and mail, and alpecial investigation
means — when they investigate on AML/CFT issues.

Measures taken
to implement the
Recommendation
of the Report

This is already the case under existing legislatiomparticular the Justice
and Freedom Act, no. 1.343 of 29 December 2007 wapgard to the
interception, recording and transcription of tel®r electronic
communications. The use of this special investigatiechnique is
governed by sections 106-1 to 106-12.

Section 106-1: When the need for information saes, investigating
judges may order the interception, recording aadstription of tele- of
electronic communications for more serious offenpasishable by 3

|

least one year's imprisonment. The decision toréefg shall be
writing. It is not a judicial decision and is natilbject to any appe




Operations under the first sub-paragraph shall &eied out on the
authority and under the supervision of an investiggudge.

Such operations may not exceed two months but eareriewed, subjeq
to certain conditions regarding evidence and domati

A number of new measures will be introduced in dh&ft reform of the
Code of Criminal Procedure, such as anonymous sst® geneti
fingerprinting, and installing sound recording gyss in and videc
surveillance of specific locations or vehicles. &uwsed deliveries an

joint investigation teams should be the subje@ pfoposed amendment.

These techniques have already been introduced datoestic law tQ

facilitate co-operation in the field of transnatborganised crime (article

20 of sovereign order 605 of 1 August 2006 to imm@at the Uniteg
Nations Convention against Transnational Organ{Sathe and its twa
additional protocols of 15 November 2000).

Apart from cases where the arrangements are gavemgpea bilatera
agreement between Monaco and a party to the afoteoned
convention, supervised deliveries and other spegralestigative
techniques, such as electronic and other forms urfesllance and
infiltration operations, that are requested by iparto the convention i

accordance with its article 20 shall be authorisedppropriate, by the

competent Monegasque judicial authorityupervised deliveries ma

include methods such as the interception of goodsaathorisation for

their carriage to continue, unaltered or after réimp or replacing part o
all of their contents.

—~
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Recommendation
of the MONEYVAL
Report

The authorities should ensure that the law enfoer@nauthorities, the
FIU and the other competent authorities work joindnd on a regula
basis on the methods, techniques and trends of K BF in the
Principality of Monaco and that the issuing reswdtsd analyses circulat
between the staff of the law enforcement autheritead the othe
competent authorities.

Measures taken
to implement the
Recommendation
of the Report

One of the main tasks of the AML/CFT liaison contggt which meet
several times a year under the authority of thedtepent of Finance an
Economic Affairs, is to maintain contacts betweehe tvarious
government departments and areas of business o@ukcervith
AML/CFT. As well as SICCFIN, it brings together repentatives of th
judicial services directorate and the public proseds department, th
public security directorate, the budget and treadepartment and privat
undertakings for the purposes of sharing infornmatio

(Other) changes since
the last evaluation
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Recommendation 30
(Resources, integrity and training)

Rating: Partially compliant

Recommendation
of the MONEYVAL
Report

The Monegasque authorities should review the resmuiof the police

responsible of financial investigations pointingvadlations that generat
important proceeds, to reinforce the effectiveneSshe confiscatior
mechanism.

174

D

Measures taken
to implement the
Recommendation
of the Report

In view of the number of cases to be dealt witke fhublic security
directorate does not see a need to increase gialffirt will certainly train
additional staff if this becomes necessary.

Recommendation
of the MONEYVAL
Report

The resources, notably human, left at the dispos&ICCFIN to fulfil its
on-site control mission on the financial institutgoshould be significantl
increased so that the effectiveness of this functam be reinforced.

Measures taken
to implement the
Recommendation
of the Report

The Monegasque authorities have greatly incredsedwmber of check
carried out on financial undertakings.

Two additional persons were recruited in 2008 ab@PZXor this purpose.
An outside expert was also employed in 2008 toycaut on-the-spo
inspections. This has continued in 2009 with theplegment of an
additional external person.

Further staff are being recruited in 2009, and éxternal consultants wi
be employed.

See statistics on inspections above.

Recommendation
of the MONEYVAL
Report

The authorities should conduct an assessment oftimeber of staf
within the public prosecution service and the itigadive judges’ offices
taking into account the total number of cases @hemic and financia
crime, with a view to envisaging an increase irffstambers if necessar

Measures taken
to implement the
Recommendation
of the Report

There is currently no significant statistical ewnde of a need to increa
the staffing of the prosecution service or the stigating judges, with
about a total of 80 cases of all types referredhegear for 2.5
investigation offices.

Recommendation
of the MONEYVAL
Report

The authorities should ensure that the rotatiorteaysof the magistrate
does not affect the effectiveness and the confimafiinvestigations ot
AML/CFT issues.

Measures taken
to implement the
Recommendation
of the Report

The Franco-Monegasque Convention of 8 November 2008odify and
extend administrative co-operation, which has gugt come into force
after its recent ratification by the two countriegts a time limit for
secondments of three years, renewable once. laicarases, this perio
could undoubtedly cause difficulties in this area.

o

Recommendation
of the MONEYVAL
Report

The authorities should review the legal framework remove all
uncertainties or interrogations about the level iodlependence an
autonomy of the investigative and prosecution aitibe.

[®N

Measures taken
to implement the
Recommendation
of the Report

See the draft legislation on the status of thecjady.
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(Other) changes since
the last evaluation

Recommendation 34
(Legal arrangements — beneficial owners)

Rating: Partially compliant

Recommendation
of the MONEYVAL
Report

The procedure put in place should allow to recorll @ecessary
information concerning ownership and control of st (settler,
administrator, beneficiary, protector).

Measures taken
to implement the
Recommendation
of the Report

Information on trusts, such as their founding gty modifications
police reports and any striking off the list, idchen their individual files
at the Court of AppeaApart from this file, any change to their statute
recorded in a register of official documents of @murt of Appeal, wherg
all the orders issued by its first president thag mot part of judicia
proceedings are listed.

Uy

Recommendation
of the MONEYVAL
Report

The information being held should be exact and tgalaThus the
provisions concerning the updating of the list keypthe Court of Appeg
should be reviewed.

|

Measures taken
to implement the
Recommendation
of the Report

Notification of the requirement to re-register $sued every three years

and failure to do so within two months leads tarthemoval from the
register.This frequency appears to be sufficient, givenlitnéed number
— currently 35 — of trusts registeredevertheless a reform is plann
whereby any changes concerning the managers, foandlbeneficia
owners will have to be declared spontaneously, aim @f criminal
sanctions.

ed

Recommendation
of the MONEYVAL
Report

The authorities should take measures so that tmepetent authorities

can obtain in relevant time adequate, exact andatga information o
the beneficial owners and on the control of trusts,particular on
persons who created the trusts, the administratat e beneficiaries.

D

Measures taken
to implement the
Recommendation
of the Report

With its responsibilities for supervision and degliwith reports of
suspicion, SICCFIN has a legal right to ask forhsdeclarations.

(Other) changes since
the last evaluation

Changes to the legislation on trusts are curreatiger consideratio
alongside a reform of that on civil-law partnership

—

Recommendation 35
(Conventions)

Rating: Partially compliant

Recommendation
of the MONEYVAL
Report

It is important that the Principality takes additial measures to carry ot
effectively the legislation and regulations (incif@tion, criminal
liability for legal persons, special techniguesimfestigation) and to tak
measures to treat the cross-border cash transfeuds (Articles 15,1
and 19 of the Vienna Convention et Article 7.2 bé tPalermo

It

1)

~

Convention);
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Measures taken
to implement the
Recommendation
of the Report

Act 1.347 of 4 July 2008 introduced criminal liatyilfor legal persons|

Special investigative techniques are authorisatierproposed legislatio
to reform the Code of Criminal Procedure (recomragiod 27).

Section 33 of the draft legislation to reform thMWCFT arrangement
deals with the carriage of cash across borders.

>

\"2)

Recommendation
of the MONEYVAL
Report

The authorities should furthermore reconsider thservations that wer
formulated on the Convention on laundering, searskjzure ang
confiscation of the proceeds of crime.

Measures taken
to implement the
Recommendation
of the Report

Since Monaco is considering accession to the nemv€dion 198, thers
are no plans to reconsider its application of Cotiea 141, which woulg
thereby become obsolete.

1%

(Other) changes since

the last evaluation

Recommendation 36
(Mutual Legal Assistance )

Rating: Partially compliant

Recommendation
of the MONEYVAL
Report

The authorities should put in place mutual legadisisnce mechanism
notably through internal laws and through bilateralo-operation,
allowing the foreign judicial authorities to requeshe largest co:
operation from the Monegasque judicial authorities.

Measures taken
to implement the
Recommendation
of the Report

Since the last evaluation Monaco has become a partiie following
conventions:

- Convention on Mutual Assistance in Criminal Medtef 20 April 1959
(entered into force in Monaco on 17 June 2007);

- Agreement between Monaco and the United Statesidflarch 2007
regarding the sharing of confiscated proceeds ohecror property
(entered into force in Monaco on 1 July 2007);

- European Convention on the Suppression of Tamomf 27 Januar
1977 (entered into force on 1 January 2008);

- Franco-Monegasque Convention of 8 November 2005 Mutual
Assistance in Criminal Matters (entered into foliice Monaco on 1
November 2008);

- European Convention on Extradition of 13 Decenmt#57 and its twa
additional protocols of 15 October 1975 and 17 Mat®78 (entry inta
force scheduled for May 2009).

Recommendation
of the MONEYVAL
Report

The authorities should develop the network of bkt and multilateral
international co-operation treaties to facilitatee execution of the actiy
international assistance in the national proceduiesorder to obtain
proves that are abroad.

Measures taken
to implement the
Recommendation
of the Report

The instruments of ratification of the ConventianMutual Assistance if
Criminal Matters, adopted in Strasbourg on 20 Apgib9, were lodge
with the Council of Europe Secretary General onM&ch 2007. The
Convention was brought into effect by sovereigneord.088 of 4 May

N
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2007, and entered into force on 17 June 2007.

More specifically, the bilateral Franco-MonegasgGenvention on
Mutual Assistance in Criminal Matters, signed irri®de 8 Novembe
2005, was brought into effect by sovereign ord828.of 18 Septembe
2008, and entered into force on 1 November 2008.

=

Article 1 of the Convention states that mutual legssistance granted
under it may be requested to provide any type sifsace compatible
with the domestic law of the requested party, irtipalar: The provision
of legal documents and files, administrative, bagkand commercial
documents and company documents relating to thividhugl or legal
person who is the subject of the request, includirigt of bank accounts
that he holds or controls in the territory of trequested party and of
banking transactions effected on the accounts fepedn the request, and
the issuing or receiving accouni&his information shall be supplied to
the requesting party even in the case of accoweitsty entities acting in
the form of or on behalf of trust funds or any othestrument of
management of special purpose funds.

(Other) changes since
the last evaluation

Turning to extradition, the following were signed 80 January 2009:
» The European Convention on Extradition (CETS 2#)ened for
signature in Paris on 13 December 1957;

» The additional protocol to the European Convention Extradition
(CETS 86), opened for signature for states thatehaigned the
Convention, in Strasbourg on 15 October 1975;

» The second additional protocol to the European vEotion on
Extradition (CETS 98), opened for signature fotestathat have signed
the Convention, in Strasbourg on 17 March 1978;

When it joined the Council of Europe in October 200/onaco alsq
undertook to sign and ratify the Criminal Law Contren on Corruption
within two years.
In accordance with this undertaking, on 1 July 28@haco became the
46" member state of the Group of States against CiiorugGRECO),
following its signature and ratification on 19 Mar2007 of the Criminal
Law Convention (CETS 173ppened for signature in Strasbourg on|27
January 1999.

(Mutual Legal Assistance on confiscation and freezg)

Recommendation 38

Rating: Partially compliant

Recommendation
of the MONEYVAL
Report

The authorities should remove the pre-conditiorpi&paid expense b
the requesting state to freeze the funds.

<

Measures taken
to implement the
Recommendation
of the Report

The legal services directorate would have no olgedo repealing the
requirement for the advance of costs in articlé Sovereign order 15.45
of 8 August 2002, particularly as, in practice, thl®negasque sta
advances the costs of seizures. [‘

[OIRN
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Recommendation
of the MONEYVAL
Report

The authorities should consider creating a spediald to receive the
confiscated assets based on foreign judgementsatieahot restored or
shared.

Measures taken
to implement the
Recommendation
of the Report

This matter is under consideration in connectiothwvihe signature of
Convention CETS 198.

(Other) changes since
the last evaluation

Recommendation 40
(Other forms of co-operation)

Rating: Partially compliant

Recommendation
of the MONEYVAL
Report

The authorities should modify Article 31 of the Lidw. 1.162 not to limi
the scope of information exchanges and ensure ithet possible in
relation with money laundering and predicate offesnc

Measures taken
to implement the
Recommendation
of the Report

The Monegasque authorities have included in thé& tegislation to be
tabled shortly measures to ensure that informatam be exchanged an
money laundering and predicate offences, havintjgogar regard to the
extension of the scope of reports of suspicions @&eicle 218 of the
Criminal Code).

Draft legislation, section 1583

1. A Financial Information and Monitoring DepartrhéB8ICCFIN) shall
act as the national central authority responsibtegathering, analysing
and transmitting information in connection with negnlaundering
terrorism financing or corruption.

The department's powers and responsibilities dballlaid down in 3
sovereign order.

2. The authority shall receive, analyse and procegerts submitted by
bodies and persons specified in sections 1 andir2.8ccordance with
sections 16 to 18.

3. Subject to reciprocity, it shall reply to reqgisefor information from
foreign agencies with similar powers.

4.1 SICCFIN shall examine reports under 82 and estgufrom foreign
agencies under 8§3.

If such an examination reveals serious evidencenofiey laundering|,
terrorism financing or corruption, SICCFIN shallbsuit a report to the
state prosecutor, together with any relevant doctiaten other than th
report of suspicion itself, which must not appesathie case file.

1)

4.2. When SICCFIN refers a case to the state putsecander 84.1, h
shall inform the undertaking or individual that reatie report.

D
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5. It shall maintain detailed statistics and pubbls annual report.

Draft legislation, section 25
1. Subject to reciprocity and on condition thatcnininal proceedings
have been instituted in Monaco based on the sasgts, f8ICCFIN
may communicate to national central authoritiespoasible for
combating money laundering, terrorism financing acwruption
information on transactions that appear to relatdése offences.

No information may be supplied if the authoritieencerned are nd
subject to similar obligations of confidentiality carrying out their dutie
to those applicable to SICCFIN.

2. When SICCFIN receives a report under sectio, ibmay ask for any
additional information it requires from foreign agees with comparabl
powers.

(2=

(D

Recommendation The authorities should modify Article 31 to exphciimplement the
g the t'V'ONEYVAL possibility of spontaneous communications with oEhes.
epor

Measures taken
to implement the
Recommendation
of the Report

The Monegasque authorities have included in thé tigislation to be
tabled shortly measures to authorise explicitly nsppeous
communications with other financial intelligenceatan

See above draft legislation, section 25.1.

Recommendation
of the MONEYVAL
Report

The authorities should review the legislation ardulations on exchang
with the foreign control authorities in order tol@lv a wide internationa
co-operation.

Measures taken
to implement the
Recommendation
of the Report

 The Monegasque authorities have included in a dm@fereign
order to be issued shortly measures to widen tbpesof information
exchanges with foreign supervisory authoritieshi® maximum possibl
extent.

Draft sovereign order to amend sovereign order 1145, article 2
Article 3 of sovereign order 11 246 of 24 Janua®@4 is amended 3
follows:

Subject to reciprocity, the department may recéiom and communicat
to foreign supervisory authorities information gadd from financia
undertakings established in Monaco, on conditioat tthe agencie

concerned are bound by professional confidentiaditgl have similar

safeguards to those that the Monegasque deparaffends to financial
undertakings.

 The Monegasque authorities have also included & dhaft
legislation to be tabled shortly measures to widbe scope o
information exchanges with foreign supervisory aduties to the
maximum possible extent

Draft legislation, section 32

(U

D

SICCFIN may collaborate or exchange information hwiforeign
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departments or national agencies responsible fogrsisory duties.
This co-operation is only permitted on the basiseafprocity and if thesg
bodies are subject to similar obligations of coefitiality in carrying out
their duties to those applicable to SICCFIN.

1174

SICCFIN has contacted a number of foreign superyiswthorities to
establish agreements similar to the one with France

(Other) changes since
the last evaluation

Special Recommendation Il
(Freezing and confiscating terrorist assets)

Rating: Partially compliant

Recommendation
of the MONEYVAL
Report

The evaluators recommend to the Monegasque au#®ti review the
existing legal framework and to take all compleragnmeasures:
» to ensure that the freezing of assets and otheregabelonging tq

persons and entities defined, the Sanctions Coemitt
(S/RES/1267 — 1999) can intervene without furtiotice;

Measures taken
to implement the
Recommendation
of the Report

Sovereign order 15.321 of 8 April 2002 has beenrmi®d by sovereig
order 1.674 of 10 June 2008 to strengthen the gimvé for freezing
assets in order to combat terrorism financing. Monhas also issue
sovereign order 1.675 of 10 June 2008, which est¢he scope of ass
freezing to acts incompatible with human rights aednocracy, or tha
pose a threat to peace and international securhg. extension of th
scope of freezing makes it easier for Monaco tpaerd to decisions o
the United Nations' sanctions committee and offheopean Union. Th
Principality has continued to update the lists aleel to Order 2002-43
of 16 July 2002. It has also issued the followingnisterial orders
freezing assets:
* Ministerial order 2008-400 of 30 July 2008 concegi
Zimbabwe, amended by ministerial order 2008-520 2¥
September 2008;
» Ministerial order 2008-401 of 30 July 2008 concegiihe illegal
authorities of the island of Anjouan, repealed bgigterial order
2008-518 of 23 September 2008;

—
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» Ministerial order 2008-402 of 30 July 2008 concegiBelarus;

* Ministerial order 2008-403 of 30 July 2008 concemi
Burma/Myanmar;

* Ministerial order 2008-404 of 30 July 2008 concegiithe
Democratic Republic of Congo;

* Ministerial order 2008-405 of 30 July 2008 concegilvory
Coast, amended by ministerial order ;

» Ministerial order 2008-406 of 30 July 2008 concegiihe former
Iraqi regime;

» Ministerial order 2008-407 of 30 July 2008 concegniran;
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» Ministerial order 2008-408 of 30 July 2008 concegnLiberia,
amended by ministerial order 2008-748 of 6 Novenag€)8;
* Ministerial order 2008-409 of 30 July 2008 concegniMr
Milosevic and his entourage;
* Ministerial order 2008-410 of 30 July 2008 concegiithe
conflict in the Darfur region and Sudan;
Ministerial order 2008-411 of 30 July 2008 to impknt the mandate ¢
the International Criminal Tribunal for the formeéfugoslavia, as
amended by ministerial orders 2008-519 of 23 Selp¢er2008 and 2008
740 of 3 November 2008.

=+

Recommendation
of the MONEYVAL
Report

* to give the Principality efficient rules and proceds to examine
the initiatives taken on behalf of freezing meckhians of foreign
countries et make them effective if the need arises

Measures taken
to implement the
Recommendation
of the Report

Monaco systematically and immediately implementasoees taken by
the European Union under the CFSP, as shown bynihisterial orders
issued in accordance with sovereign orders 15.82118675. Monaco is
linked to the European Union both geographicallg d1y numerous
agreements, particularly the monetary agreemernit, ssems appropriate
to make relevant European decisions applicablearPrincipality.

Recommendation
of the MONEYVAL
Report

* to review the communication system to financialt®seof
measures taken on behalf of freezing mechanisnestiigebes
international practice on the freezing of terrossssets) and it
efficiency.

)

Measures taken
to implement the
Recommendation
of the Report

Sovereign orders 1.674 and 1.675 of 10 June 2008 Ibeen published in
the official journal, as have the ministerial oglanplementing sovereigh
orders 15.321 and 1.675. The official journal candonsulted when it
appears, on the Government internet site, and @rSt@CFIN site. The
Monegasque financial activities association has aklsen informed that
the lists of bodies and persons whose assets madrozen under
Monegasque legislation have the same status asothtite European
Union (memorandum DBT of 8 January 2009). Monegesfijpancial
undertakings can therefore make use of the EU'sraoritation system.
Finally, it has been proposed that the subjectassket freezing orders
should be placed on the agenda of the anti-AML/G&%on committee
established by sovereign order 16.552 of 20 Decerb64, to ensurs
that the relevant undertakings are fully informédhe situation.

Y%

(l?fet%%mMmOeS(éz\i(t{;),zL « to give clear instructions to the financial instinns et other
Report persons or entities susceptible to detain fundstoer values.

Measures taken
to implement the
Recommendation
of the Report

Sovereign order 1.674 of 10 June 2008 has extemadedclarified the
arrangements for freezing assets specified in siyerorder 15.321. A
second sub-paragraph has been added to article sbvafreign ordef
15.321 to define the freezing of economic assetsil&ly, the economiq
assets and resources that may be subjected tanfyeemers are th
subject of a new article 6.2. There similar praMis in sovereign orde
1.675.
As part of its supervisory responsibilities, SICRFRtarries out on-the
spot checks on the application of freezing ordses (also the subject
based on-the-spot checks in 2008).

D
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Recommendation
of the MONEYVAL
Report

e to ensure that the procedures on listing/delistirand
freezing/defreezing are known by the people.

Measures taken
to implement the
Recommendation
of the Report

Decisions on listing and delisting taken by Monace the same as on
taken by the European Union. Any decision takerthaylatter to list of
delist persons or undertakings is followed by aentttal decision in
Monaco, taken by ministerial order.

Sovereign order 1.674 adds an article 5 to soveregder 15.321

ES

establishing a procedure for unblocking assets rasdurces that have
been the subject of a freezing order. This alsoeaggpin article 5 of
sovereign order 1.675. These orders have beenspelliin the officia
journal, which can be consulted on the governmedtSICCFIN interne
sites.
Recommendation * to detail the measures concerning the access tofuhds to
of the MONEYVAL ensure they cover the basic and extraordinary esgerin the
Report sense of the resolution S/RES/1542(2002).
Measures taken Article 5 of sovereign order 15.321 as amended,aatide 5 of sovereign
to implement the order 1.675, specify the grounds on which assetstraaunblocked. They
Recommendation are similar to the ones in Resolution S/IRES/148D22.
of the Report
Recommendation * to pursue actively the recognition of the requireiseof the
of the MONEYVAL Security Council and of the SRIlI, and to proceedn efficient
Report follow-up of the respect of these requirements.
Measures taken SICCFIN monitors Monegasque credit institutiongnptiance with the
to implement the lists published under sovereign orders 15.321 a®itb1
Recommendation
of the Report
(Other) changes since
the last evaluation
Special Recommendation V
(International Co-operation )
Rating: Partially compliant
Recommendation The authorities should introduce a legal basis anlés of procedures to
of the MONEYVAL | 3llow the use of special techniques of investigatio the framework of
Report the international co-operation
Measures taken This is covered in:
to implement the - Sovereign order 605 of 1 August 2006 to implenbatUnited Nations
sfetﬁszer,g?tat'on Convention against Transnational Organised Crimé s first two
additional protocols;
- Franco-Monegasque Convention of 8 November 2065Mutual
Assistance in Criminal Matters (entered into folice Monaco on 1
November 2008).
Recommendation It is important that the Principality ensures thesgibility to give
of the MONEYVAL | 3ssistance concerning the financing of a terrodsganisation or of a
Report terrorist.
Measures taken Since current legislation and agreements authgmiesecutions for the
to implement the financing of terrorism organisations or terroristsjtual assistance would

Recommendation
of the Report

be granted in respect of such cases.
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Recommendation It is important that the Principality ensures thesgibility to extradite for
of the MONEYVAL | all financing of terrorism violations.
Report

Measures taken
to implement the
Recommendation
of the Report

Extradition of the perpetrators of terrorism finanggis possible under th
extradition Act, no 1.222 of 28 December 1999, Wistates that:
Extradition may be approved for serious and lesséences in the
Principality and the applicant state:

- for prosecutions where the maximum punishmerdt ileast one year
imprisonment;

- for convicted offenders, where the offender hageast four months
imprisonment to serve or remaining to serve.

Terrorism financing offences fall fully into thisiegory.
Extradition is also possible on the basis of:

- Article 3 of the European Convention on the Seppion of Terrorism;

0]

n

- Article 11.2 of the International Convention fime Suppression of the
Financing of Terrorism of 9 December 1999, whichudates that "When
a State Party which makes extradition conditionaltlte existence of p
treaty receives a request for extradition from hapotState Party with
which it has no extradition treaty, the requestéateSParty may, at its
option, consider this Convention as a legal basi®ktradition in respegt
of the offences set forth in article 2".

(Other) changes since

the last evaluation

Special Recommendation VII
(Wire transfer rules)

Rating: Partially compliant

Recommendation The existing provisions should be completed toigpdte arrangements

ciritne WONETYEAL for verifying the identity of occasional custome#so seek the services [of

Report

a Monegasque financial institution to carry out aesmransfer valued a
under € 15 000.

Measures taken
to implement the
Recommendation
of the Report

Sovereign order 1.630 of 30 April 2008 specifies Hrrangements fd
checking the identity of occasional customers whquest a financig
undertaking to effect an occasional transfer ofdfjnwhatever the
amount.

Sovereign Order 1.630 of 30 April 2008 amendinge3eign Order 631

of 10 August 2006, published in the official jouro&9 May 2008.

Article 1

A paragraph is added to Article 1 of our Order @8110 August 2006
aforesaid, reading as follows:
"They are required to verify the identity of ocaa®l clients requesting

[
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wire transfer or fund transfer, whatever the amgunt
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Article 2

Article 4.2 of sovereign order 631 of 24 Januar@49s repealed an
replaced by the following:

If appropriate, and after establishing that theyndb create an increasg
risk of money laundering or terrorism financing,tdba transfers an
permanent transfers of salaries and pensions, reyeigrouped ones, ma
be effected according to the rules specified is #rticle. In such case
complete information on the customer giving theeorchust be supplie
with the first transfer, and must be updated ifré¢hare any significan
changes to the nature of the transaction.

Article 3

An article 5 is added to Article 1 of order 631 d® August 2006
aforesaid, reading as follows:

This article shall apply when the financial undkirig of the persor
giving the order is located abroad and the findnaaertaking acting a
intermediary is located in Monaco.

Unless the intermediary payment service provideobes aware, whe
receiving a transfer of funds, that informationtba payer required unds
this order is missing or incomplete, it may useagrpent system witl
technical limitations which prevents information dhe payer from
accompanying the transfer of funds to send tragstdrfunds to the
payment service provider of the payee.

Where the intermediary payment service provideobess aware, whe
receiving a transfer of funds, that informationtba payer required undg
this order is missing or incomplete, it shall onige a payment syste
with technical limitations if it is able to infornthe payment servic
provider of the payee thereof, either within a ragesy or paymen
system that provides for communication of this factthrough anothe
procedure, provided that the manner of communinasaaccepted by, @
agreed between, both payment service providers.

Where the intermediary payment service provides @spayment syste
with technical limitations, the intermediary payrheservice provide
shall, upon request from the payment service peosvid the payee, mak
available to that payment service provider allittfermation on the paye
which it has received, irrespective of whethesitdmplete or not, withil
three working days of receiving that request.

In the cases referred to in paragraphs 2 and 3nteamediary paymen
service provider shall for five years keep recoddsall information
received.

Article 4

Article 6 of sovereign order 631 of 10 August 20@6repealed an
replaced by the following:

When a financial institution receives wire transfar funds transfer
containing incomplete information and when addailochecks carried ou
by the institution have not proved satisfactorymitst refuse the fund

o
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Such lack of information may constitute evidencehaf suspicious natut
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of the transactions and hence generate a suspitiaosaction repo
pursuant to Article 3 of Act 1.162 of 7 July 1993aamended.

When a financial institution fails regularly to pide information on th
person giving an order, the beneficiary's finanamstitution shall tak
steps that may initially include the issuing of miags and the setting of
deadlines, before either rejecting all new trarssfefr funds from thi
financial institution or deciding whether it shoulgstrict or bring to a
end its business relationship with this finanamestitution.

The beneficiary's financial institution shall repathis fact to the
department established under section 3 of Act 1df62 July 1993, as
amended.

I°2}

Article 5

A second sub-paragraph is added to Article 8 of Ouler 631 of 1(
August 2006 aforesaid, reading as follows:

The term "Systéme Interbancaire de Télécompens&86n)" refers to
the procedure established in France by the Groupepmur un Systém
Interbancaire de Télécompensation, which handlesioaships betwee
its participants and organises, on a regular bmsnaking of payments|.

D

—

Recommendation
of the MONEYVAL
Report

The Monegasque framework should be completed tamisuthe
application of simplified communication measures ioformation
concerning the ordering party within the framewod routine
international transfers that are not batched (examp not provided in
SRVII) to additional binding conditions guarantegirsufficiently no
misuse of this exception.

Measures taken
to implement the
Recommendation
of the Report

Sovereign order 1.630 of 30 April 2008 now impoadditional binding
conditions on the application of simplified measute ensure that this
exception cannot be misused
See above section 2.

(Other) changes since
the last evaluation

Special Recommendation VIII
(Non-profit organisations )

Rating: Partially compliant

Recommendation
of the MONEYVAL

The authorities should consider reviewing the adegwf their laws and

regulations and include a formal assessment ofrtential misuse of
Report e s )

these institutions for terrorist financing purposes
Measures taken Act 1.355 of 23 December 2008 on associations aukrations of
to implement the associations requires them to declare their existenvhich make i
RfetzomRme”dtat'on possible to check on their organisation, and aergasociations in the
ot the epor general interest require administrative authorisatnd are obliged to

submit an annual report to the authorities, maktngasier to monito
their activities.The Minister of State may now order the administeat
dissolution of associations.
Sovereign order 1706 of 2 July 2008 and ministesidler 2008-337 of
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the same day provide for the financial oversighprofate law bodies thg
receive public funding.

These orders strengthen transparency and the magitof associations
particularly ones that receive public funding, whigre required to sig
an agreement with the authorities specifying hogvghants must be use
and how major procurements should be effected.

11
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Recommendation
of the MONEYVAL
Report

Taking into consideration the actual process ofigal of the whole
legislation concerning associations and foundatjotise authoritieg
should ensure that the draft laws contain the messwf the bes
international practices concerning SR VIII, in gdauar regarding
transparency and control.

Measures taken
to implement the
Recommendation
of the Report

ldem

Recommendation
of the MONEYVAL
Report

The authorities should review the actual legal feavork to ensure tha
comprehensive information on activities, size atiteloaspects relevar
to this sector are up to date and available.

—

Measures taken
to implement the
Recommendation
of the Report

Idem

Recommendation
of the MONEYVAL
Report

The authorities should consider reinforcing theffstaking care of the
issues concerning this sector.

Measures taken
to implement the
Recommendation
of the Report

Two persons in the interior department monitor esdimns, including g
police officer seconded from the public securityediorate. They ar
responsible for enforcing Act 590 of 21 June 198&4pablic collections
making charitable fund-raising collections subj¢ot prior approval
which requires those concerned to specify the mapd the event an
how the funds collected will be allocated, anddpart how much incom
is earned.

1)
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Recommendation
of the MONEYVAL
Report

The authorities should take measures to sensitiee NPOs to the

terrorist financing issues.

Measures taken
to implement the
Recommendation
of the Report

The interior department intends to send circulathdse concerned.

(Other) changes since

the last evaluation
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Special Recommendation 1X
(Cross border declaration and disclosure)

Rating: Partially compliant

Recommendation
of the MONEYVAL
Report

D

The authorities should set up procedures of sydiertransmission of the
data concerning the official reports on violatiorf the cross-border
transportation of currency, or bearer negotiablestituments on thg
Monegasque or French territory susceptible of iagting the SICCFIN
or the judicial authorities of the Principality, dnon the results of th
declarations and the controls that have been made.

M = (P

Measures taken
to implement the
Recommendation
of the Report

The Monegasque authorities have written to theoredi director of
customs in Nice and then to the national directdraris.
The Monegasque authorities have included in thé& tegislation to be
tabled shortly measures to respond to all the p@nER 1X.

Draft legislation, section 33
Any individual entering or leaving the country ingsession of currengy
and bearer negotiable instruments whose total vislia excess of an
amount specified in a sovereign order must, at rdguest of the
designated supervisory authority, make a declaratothe relevant form.

For the purposes of this law, the following are sidared to be beare
instruments:

=

- bearer negotiable instruments such as travelleesjues;

- other negotiable instruments (including chequesympssory
notes and money orders) that are:

o endorsed without restriction, or

o0 made out to a fictitious payee, or otherwise inhsiorm
that title thereto passes upon delivery;

- incomplete instruments (including cheques, promisgsotes and
money orders) signed, but with the payee's naméeuni

The supervisory authority specified in the firstoguaragraph and th
content of the relevant form shall be laid dowm isovereign order.

D

Draft legislation, section 34
The supervisory authority specified in section 3J&lls submit the
declarations referred to in this section to SICCRiMhich will register
and process them.

The authority shall prepare statistics on the appitbn of the measures
specified in this chapter.

The officials of this authority shall examine deakions.

If there is reason to believe that a declaratioly & fraudulent or that
the currency or bearer instruments declared mayelsed to money
laundering, terrorism financing or corruption, thadficials of the
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designated supervisory authority may require thesgmtation of
documentation establishing the identity of the wdlials concerned fo
inspection, together with their luggage and medrisaasport.

Draft legislation, section 35

Where a declaration is false or the declaratioruireqment has bee
satisfied but there is reason to believe that theeacy or beare
instruments declared may be related to money laumgleterrorism
financing or corruption, the currency or instrungeahall be retained b
the authority, which shall submit a report for tbempetent judicial
authorities, with a copy to SICCFIN.

The period of retention may not exceed 14 caleddgs. At the end o
this period, the currency or instruments shallétamed to the individua
transporting them, without prejudice to the podgjbiof a subsequen
seizure by or on the orders of the competent jabauthorities.

Draft legislation, section 36

Declarations received by officials of the authospecified in section 3
may not be used by them for any purpose othertth@se specified in thi
law, on pain of the penalties in Article 308 of theminal Code.

= 3
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Recommendation
of the MONEYVAL
Report

The authorities should set up a system to collatistical data in order
to be able to control the effectiveness of theesystonsidering that thi
is implemented by the competent French authorities

()

Measures taken
to implement the
Recommendation
of the Report

see above

Recommendation
of the MONEYVAL
Report

Lastly, the authorities should review the setting af the SRIX in its

entirety and to take measures, if the need ariseioperation with the

French authorities, to ensure its setting up haviegard to all the
essential criteria.

174

Measures taken
to implement the
Recommendation
of the Report

see above

(Other) changes since

the last evaluation
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4. Specific Questions

1. What measures have been taken to ensure full compliance with the provisions on politically
exposed persons?

A subject-based monitoring exercise was carriedro@008 covering all financial undertakings, CS
and portfolio management undertakings.

2. How have the competent authorities ensured that the amended sovereign order 11.160 of 24
January 1994 (supplemented by sovereign order 632 of 10 August 2006) isfully applied ?

Monitoring compliance with amended sovereign ordér160 is one of SICCFIN's supervisd
responsibilities. See Recommendation 7.

3. What practical steps have been taken to familiarise and associate DNFBPs with AML/CFT
activities?

Numerous meetings with DNFBPs, as part of the dtatsans on the proposed changes to

Ps

the

legislation, and participation of their represeneg in meetings of the liaison committee have

provided the opportunity to familiarise and asstactaem with AML/CFT activities

4. Have the authorities introduced, as recommended in the report, supervisory arrangements for
company service providers by requiring them to obtain, check and retain adequate, precise and up-
to-date documentation on the beneficial owners and management structure of legal persons?

An examination has been carried out of CSP intguratedures.

Moreover, numerous on-the-spot checks have shoatrthle statutory measures to identify and ve
the identity of beneficial owners are being coilseapplied.

5. Since the adoption of the third report, have the supervisory authorities imposed any sanctions for
breaches of AML/CFT legiglation by financial ingtitutions or DNFBPs? If so, what were the main
types of violation identified by the supervisory authorities?

In 2008, the following sanctions were imposed feiltg monitoring visits:
- a bank was reprimanded for:
« inadequate surveillance of transactions likely ¢ocbvered by section 13 of amend
Act 1.162;
» failure to provide all staff with AML/CFT training;
« lack of a special register for recording dealingsprecious metals, in breach
amended Act 1.162;
* inadequate knowledge of and formalities concergimgomers who are legal person

- a CSP was reprimanded for:

» failure to report a suspicion in connection withredusal to enter into a busine
relationship;

. late transmission of the lists required by ministesrder 2004-221 of 27 April 2004,

. inadequate surveillance of transactions likely éocbvered by section 13 of amend
Act 1.162;

. lack of diligence regarding inadequate knowledgeaofl formalities concernin
customers.

Another bank received a severe warning followinga@nitoring visit concerning the information th
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should accompany wire transfers.
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6. Have there been any changes to the legislation or regulations concerning SICCFIN:

a. requiring it to advise financial institutions and other reporting undertakings on
how to draw up reports, particularly by preparing reporting forms and specifying
the proceduresto follow when making reports;

b. making explicit in the legislation the means of ensuring that SICCFIN has full
discretion to decide itself on what inquiries to conduct and cases to forward and
of eliminating any possible challenges to its autonomy.

These changes have been included in the drafidégis to be tabled shortly and, more explicitly,
article 38 of the draft sovereign order.

5. Questions related to the Third Directive (2005/60/EC) and the
| mplementation Directive (2006/70/EC)°

Implementation / Application of the provisions in the Third Directive and the
Implementation Directive

Please indicate whether | The draft legislation to be tabled shortly in thatinal Council takes

the Third Directive and | 5o nt of the measures in the two directives.
the Implementation

Directive have been fully
implemented / or are
fully applied and since
when.

Beneficial Owner

Please indicate Beneficial owners are defined in articles 14, 1% a6 of the draft

whether your |egal Soverelgn Order
definition of beneficial

owner corresponds to . .
the definition %f Draft sovereign order, article 14

beneficial owner in thel 1. The identification of beneficial owners pursuamtsection 5 of the
3 Directive’ (please | legislation shall require:
also provide the legal « forindividuals:

text with your reply) 0 name

o first name
o date of birth
0 address

» for legal persons and entities, and trusts:
0 company or entity name
0 registered office
o list of directors
0 provisions governing the power to commit the legal
person or entity or trust

2. Undertakings shall take all reasonable meagaresrify the identity of

1.  °For relevant legal texts from the EU standards &ppendix ||

" Please see Article 3(6) of thé Birective reproduced in Appendix I
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beneficial owners through the documents specifiegtticle 6.

When persons' identity cannot be established, takiegs may not entg
into or maintain business relationships with thsetomers concerned. Tk
undertakings shall then decide whether they shanfidrm SICCFIN
pursuant to sections 16-20 of the legislation.

Draft sovereign order, article 15
81. When the customer is a legal person, the heakbwners shall bg
understood to be:
- individuals who, in the last resort, directly imdirectly control more
than 25% of the shares or the voting rights ofi¢igal person;
- individuals who otherwise exercise control oueg thanagement of th
legal person.

When the customer or the holder of a controllingrehs a company that

is stock exchange listed or can invite investmenmf the public, i
located in a state that complies with and applies internationally
recognised recommendations on combating money é&ingd and
terrorism financing and is subject to reporting uiegments, it is no
necessary to identify the company's shareholderdoowerify their
identity.

This exception does not apply in cases where mdaagdering or
terrorism financing are suspected.

82. Financial undertakings shall take all reasomattasures to verify th
list of real beneficial owners specified in 81.hsbd on any documen
likely to provide supporting evidence under theidigion applicable tg
the legal person.

Draft sovereign order, article 16

When the customer is a legal entity or trust, tbenemic beneficiarie
shall be understood to be:

1. when the future beneficiaries have already beemed, the person ¢
persons who are beneficiaries of at least 25% efasets of the leg
entity or trust;

2. when the individual beneficiaries of the legatity or trust have no
yet been named, the group of persons in whoseipahioterest the lega
entity or trust has been established or produsesffiects;
3. the individual or individuals who exercise cahtover at least 25% @
the assets of the legal entity or trust;

4. the constituent or constituents of the legaktgnt trust.

The undertakings concerned shall take all reasenalgasures to verif
the list of real economic beneficiaries in paraprad. and 1.4., based ¢
the instrument creating the legal entity or trustaoy other document
likely to provide supporting evidence;

They shall take all reasonable measures to edtaliis list of real
economic beneficiaries specified in paragraphs an@ 3, based on ar
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available information that can reasonably be redied
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Risk-Based Approach

Please indicate the
extent to which
financial institutions
have been permitted t
use a risk-based
approach to
discharging certain of
their AML/CFT
obligations.

The Monegasque authorities have included in thé tegislation to be
tabled shortly measures to ensure that the riskceged with customers
is taken into account

Draft legislation, section 4bis §7

1. The bodies and persons specified in sectionadl2amust exercis
constant vigilance with regard to business relatgos, particularly by
examining operations and transactions concludexlitiivout the duratio
of a business relationship and, if necessary, thggnoof funds, to verify|
that these operations and transactions are comsistth what is known
about these customers, their social and financadkdprounds, theif
commercial activities and their risk profile, and keeping the relevar
documents, data and information up to date by paglose attention to
operations and transactions effected.

4]
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2. If the bodies and persons specified in sectibasd 2 are unable to
satisfy the obligations in section 4 and 81 abtivey may not establish or
maintain a business relationship. They should a@eeitiether SICCFIN
should be informed of this, in accordance withisest 16 to 20.

3. The bodies and persons specified in 88 1 to Sedftion 1 are
authorised to use a third party to carry out théigabons specified in
section 4 and 81 above, if the latter is a credfirmncial institution that
has itself carried out these due diligence proeesiand is established in a
state whose legislation imposes obligations egeiaio those in sections
4, 4bis and 5, compliance with which is monitored.

4. The bodies and persons specified in 88 6 to flSeation 1 areg
authorised to use a third party to carry out théigabons specified in
section 4 and 81 above, if the latter is a credfirmncial institution that
has itself carried out these due diligence proaegiur

5. The bodies and persons specified in sectionsd1?awhose activities
include money transfers are required to includ¢hese operations and
the accompanying messages, precise and usefulmafan on the
customers making the order.

These bodies shall also retain all information &adsmit it when they
act as intermediaries in a payment chain.

Specific measures may be taken for cross-bordechbainsfers and
permanent transfers of salaries and pensions thanat create an
increased risk of money laundering, terrorism firing or corruption.
The conditions in which this information must beameed or made
available to the authorities or other financiatitasions shall be specifie
in a sovereign order.

|®N

6. The bodies specified in thd" paragraph of section 1 must ident
their customers and verify their identity, baseddocumentary proof, o
which a copy shall be retained, when they purclbasxchange gamblin
chips for amounts equal to or in excess of the amapecified in 3
sovereign order and when they wish to effect aimgrobperation relatin
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to gaming, without prejudice to the measures sg@etih section 5.

7. The rules for implementing the obligations listabove shall be
specified in a sovereign order according to th& psesented by th
customer, the business relationship or the operatio

(OB

Draft legislation, section 582
1. The bodies and persons specified in sectiomsd2amust identify and
take all reasonable measures to verify the idewfitpersons for whosg
benefit operations or transactions are effected:
a. if there is any doubt as to whether customeesiipd in section 481
are acting on their own account or it is certaiat they are not acting gn
their own account;

b. when the customer is a legal person, a leg#yeanta trust.

When the customer is a legal person, a legal eottigytrust, the measures
include the identification of the individual or intuals who actually
own or control the customer.

2. The rules for implementing the obligations listabove shall bg
specified in a sovereign order according to th& psesented by th
customer, the business relationship or the operatio

(ORI

Draft sovereign order, article 25
The professionals concerned shall draw up and mmghé a policy and
procedures appropriate to their area of activitypeoapplied before any
business relationship is established, to enabla tiecontribute fully tg
preventing money laundering, terrorism financingd acorruption by
taking cognisance and carrying out an appropriasmation of the
characteristics of new customers and/or the sesviareoperations fof
which their assistance is requested, particulaiti vegard to the risk of
money laundering, terrorism financing or corruption
The relevant policy and procedures shall estaldistinctions between
and the requirements of different levels of riskcading to objective
criteria set by each professional, taking into aotothe services an
products he offers and those of the customers atwine aims, in orde
to determine an appropriate scale of risk.
Professionals must be able to show that the s¢dfeaneasures they are
taking is appropriate to the risk of money launagyiterrorism financing
or corruption.

= o

Politically Exposed Persons

Please indicate
whether criteria for
identifying PEPs in
accordance with the
provisions in the Third
Directive and the

* The Monegasque authorities have included in a diafereign
order to be issued shortly measures to clarify exténd the notion of
politically exposed person.

Draft sovereign order to amend sovereign order 116D, article 6
Article 12 of sovereign order 11.160 of 24 Janub®94 is repealed and
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Implementation replaced by the following:
Directive® are provided 1. Particular consideration should be given befmeepting as customers
for in your domestic | politically exposed persons who wish to establiskitess relationships
legislation (please alsq it yndertakings or ask them to carry out occaslidgransactions. Th
\?v:?r:/ 'Sc?utrhz'pﬁg)""' Xt | decision should be taken at an appropriate leviiehierarchy.

' 2. Before such persons are accepted as custontieeppaopriate step
should be taken to establish the source of thesfuhdt are or will b
committed to the business relationship or the ueh occasional
transaction.
The following persons who exercise or have exetcisgportant public
duties in a foreign country are considered to bétipally exposed,
whether they be customers, real beneficial owneegents:
- heads of state,
- members of government,
- members of parliament,
- members of supreme courts, constitutional cooirtsther high courts
against whose decisions there is no appeal othar th exceptiona
circumstances,
- senior officials of political parties,
- members of courts of auditors and the governindids of centra
banks,
- ambassadors, chargés d'affaires and senior ffidehe armed forces,
- members of the boards, senior management andvisgry bodies of
public enterprises,
- senior political and administrative officials ohternational or
supranational organisations.
The spouses and direct descendants and ascendatiie politically
exposed persons must be treated as if they theassehere politically
exposed persons.
Persons known to be closely associated with paliticexposed persor
must also be considered to be politically expopadicularly:
- any individual known, jointly with one of themg be the real beneficia
owner of a legal person or entity or to maintaiy ather close business
relationship with such a person;
- any individual who is the sole beneficial owndraolegal person o
entity known to have been created, in practice, ther benefit of g
politically exposed person.
The policy on accepting customers shall specifydtieria and methods
to be used to determine whether customers areigatljt exposed
persons.
Undertakings maintaining a business relationship ywolitically exposed
persons are required to subject this to increased eontinuoug
supervision.
Such diligence measures also apply when it subsdégeppears that a
existing customer is or is becoming politically egpd.

]
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» The criteria for identifying politically exposed gens are als

O

8 please see Atticle 3(8) of th¥ Birective and Article 2 of Commission Directive®@70/EC reproduced
in Appendix II.
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laid down in article 26 of the draft sovereign arde

Draft sovereign order, article 26
1. Particular consideration should be given beémeepting as customers
politically exposed persons who wish to establisiitess relationships
with undertakings or ask them to carry out occadidransactions. The
decision should be taken at an appropriate leviiehierarchy.

2. Before such persons are accepted as custontleappeopriate steps
should be taken to establish the source of thesfuhdt are or will be
committed to the business relationship or the u¢eh occasional
transaction.

3. The following persons who perform or have pearied in the last five

years important public duties in a foreign courdrng considered to be

politically exposed, in particular:

- heads of state,

- members of government,

- members of parliament,

- members of supreme courts, constitutional cooirtsther high courts
against whose decisions there is no appeal otlzar ith exceptional
circumstances,

- senior officials of political parties,

- members of courts of auditors and the governindids of centra

banks,

- ambassadors, chargés d'affaires and senior ffafehe armed forces,

- members of the boards, senior management andvisgry bodies of
public enterprises,

- senior political and administrative officials ohternational or
supranational organisations.

4. The spouses and direct descendants and ascemufatite person
specified in 83 must be treated as if they theneselwere politically
exposed persons.

|92}

Persons known to be closely associated with perspesified in 83 must
also be considered to be politically exposed, paldrly:
- any individual known, jointly with a person spie=il in 83, to be the
real beneficial owner of a legal person or entitytfamaintain any othe
close business relationship with such a person;

- any individual who is the sole beneficial owndraolegal person o
entity known to have been created, in practicettierbenefit of someone
specified in §3.

=

=

5. The policy on accepting customers shall spetify criteria and
methods to be used to determine whether customerspalitically
exposed persons.

6. Undertakings maintaining a business relationshigh politically
exposed persons are required to subject this teased and continuous
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supervision.

=}

[72)

Such diligence measures also apply when it subsdgeppears that a
existing customer is or is becoming politically espd.
These diligence measures apply whether the pdlitiexposed person
are customers, beneficial owners or agents.
“Tipping off”

Please indicate This ban, which appears in section 41 of the degfislation, has bee

whetherthe extended beyond reports of suspicion.

prohibition is limited

ﬁg;g?tté?gfsgté%?/ers Draft legislation, sg_ctio_n 41 _

ongoing ML or TF The persons specified in sections 1 and 2 who:

investigations. - deliberately inform the owner of the sums conedinthe person
effecting one of the transactions or a third pafyhe existence of th
report made under 16 to 20 or of the transmissfanformation pursuant
to section 2381;
- discloses to anyone, information on the actidemeon the report;
shall be punishable by the fine specified in Adi@684 of the Criminal
Code.

With respect to the There are no circumstances in which the ban onnmifg customers ma

prohibition of “tipping
off” please indicate
whether there ar
circumstances wher
the prohibition is lifted
and, if so, the details g
such circumstances.

be lifted.

D

“Corporate liability”

Please indicate
whether corporate
liability can be applied
where an infringement|
is committed for the
benefit of that legal
person by a person
who occupies a leadin
position within that
legal person.

Act 1.349 of 25 June 2008 introduced criminal ligépfor legal persons
into the Criminal Code.

The new article 4-4 of the Criminal Code states:

Any legal person, other than the state, the muaiitjpand public
establishments, shall be criminally liable as thgoptrator or accomplice
according to the distinctions laid down in Articf28-1 to 29-6, for any
goffence committed on its behalf by one of its bede representatives.

Action shall be taken against the legal persoméngerson of its legal
representative.

The criminal liability of a legal person does natlede that, as co-
perpetrators or accomplices, of the persons reptiegdt at the time of
the offenceln such cases and in the event of a conflict arests, these
persons may apply to the president of the couiitgifinstance for the
appointment of aad hocagent to represent the legal person.

Criminal liability for legal persons in connectianth terrorism financing
has already existed since Act 1.318 of 29 June .2006

Can corporate liability,

Yes, see Act 1349 of 25/06/2008

be applied where the
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infringement is
committed for the
benefit of that legal
person as a result of
lack of supervision or
control by persons wh
occupy a leading
position within that
legal person.

A=)

DNFBPs

Please specify whethe
the obligations apply
to all natural and legal
persons trading in all
goods where payments
are made in cash in an
amount of € 15 000 or
over.

'In the draft legislation to be tabled shortly, tlenegasque authoritig
will prohibit traders from being paid in cash fatieles whose total valu
is equal to or more than € 15 000 (draft legistatgection 14).

2]

4]

6. Statistics

a. Please complete - to the extent possible - tlwldwing tables:

2005
o : Convictions Proceeds . Proceeds
Investigations | Prosecutions ) Proceeds seized :
(final) frozen confiscated
cases| persons| cases| persons| cases| persons| cases| persons| cases| persons | cases| persons
BC 14 24 4 5 0 0 0 0 3 1.121.783 0 0
FT 0 0 0 0 0 0 0 0 0 0 0 0
2006
L . Convictions Proceeds ’ Proceeds
Investigations Prosecutions : Proceeds seized .
(final) frozen confiscated
cases| persons| cases| persons| cases| persons| cases| persons| cases| persons | cases| persons
11.736.653
ML 15 32 0 0 1 1 0 0 3 +1 0 0
immeuble
FT 0 0 0 0 0 0 0 0 0 0 0 0
2007
o . Convictions Proceeds Proceeds
Investigations Prosecutions . Proceeds frozen : .
(final) seized confiscated
cases| persons| cases| persons| cases| persons| cases| persons | cases| persons| cases| persons
ML 14 24 2 2 0 0 5 3.774.045 2 457.087 D 0
FT 0 0 0 0 0 0 0 0 0 0 0 0
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2008

Investigations Prosecutions Conylctlons Proceeds frozen | Proceeds seized Pro_ceeds
(final) confiscated

cases| persons| cases| persons| cases| persons| cases persons cases| persons | cases| persons

ML

19 34 2 2 0 0 3 142.023.918 2 1.886.810 0 0

FT

0 0 0 0 0 0 0 0 0 0 0 0

2009

Convictions Proceeds Proceeds
Proceeds frozen

Investigations Prosecutions (final) B - —

cases| persons| cases| persons| cases| persons| cases| persons cases| persons| cases| persons

ML

4 6 0 0 0 0 1 12.708.798 0 0 0 0

FT

0 0 0 0 0 0 0 0 0 0 0 0

b. STR/ICTR

Explanatory note:

The statistics under this section should providesrview of the work of the FIU

The list of entities under the headingndnitoring entitie$ is not intended to be exhaustive. If
your jurisdiction covers more types of monitoringties than are listed (e.g. dealers in real
estate, supervisory authorities etc.), please adtdr rows to these tables. If some listed estitie
are not covered as monitoring entities, pleaseiatfioate this in the table.

The information requested under the headihgdicial proceedingsrefers to those cases which
were initiated due to information from the FIU.idtnot supposed to cover judicial cases where
the FIU only contributed to cases which have bemretated by other bodies, e.g. the police.
“Cases openédefers only to those cases where an FIU does riane simply register a report
or undertakes only an IT-based analysis. As thasdgification is nhot common in all countries,
please clarify how the term “cases open” is undexbtn your jurisdiction (if this system is not
used in your jurisdiction, please adapt the tabhgour country specific system).

2005

Statistical Information on reports received by theFIU Judicial proceedings

Monitoring transactions

notifications
reports about cases
to law

suspicious opened indictments convictions

reports about | transactions | by FIU EITHEEET e
prosecutors

entities, e.g. above ML FT ML FT

threshold |\ | B ML |FT| ML | FT

cases
persons
cases
persons
cases
persons
cases
persons

Commercial banks n/a 202 0 |375| O 13 0 3| 4 o o o q ¢

Insurance companies n/a 0 0

Notaries **

n/a n/a n/a
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Currency exchange n/a 2 0
Broker companies * n/a n/a n/a
Securities' registrars/ SGH n/a S) 0
Lawyers/ Legal advisers * n/a n/a n/a
Accountants/auditors n/a 5 0
Company service providets ~ n/a 19 0
Money remitters n/a 79 0
Casinos n/a 58 0
Real estate agents n/a 1 0
Jewellers n/a 4 0
Total n/a 375 0
* These activities cannot be provided in the Ppatty.
** According to Monegasque legislation, notariesl dawyers are required to send their reports
directly to the Prosecutor’s Office.
2006
Statistical Information on reports received by theFIU Judicial proceedings
notifications
reports about cases to law
suspicious opened enforcement/ indictments convictions
reports about | transactions | by FIU [0SECULOrS
Monitoring transactions s
entities, e.g. above ML FT ML FT
threshold | vy | g1 ML |FT| ML | FT |8 2] 8 2|5 &g £
glelg|2|lq 2|&)| 2
(8] (] (8] () (8] () (8] (]
o o o o
Commercial banks n/a 201 0
Insurance companies n/a 2 0
Notaries ** n/a n/a n/a
Currency exchange n/a 0 0
Broker companies * n/a n/a n/a
Securities' registrars/ SGH n/a 4 0
Lawyers/ Legal advisers *f n/a n/a nal ag5| o 17 0 ol ol of o 1 1
Accountants/auditors n/a 11 0
Company service providets  n/a 18 0
Money remitters n/a 100 0
Casinos n/a 56 0
Real estate agents n/a 1 0
Jewellers n/a 2 0
Total n/a 395 0

* These activities cannot be provided in the Ppatty.
** According to Monegasque legislation, notariesl éawyers are required to send their reports
directly to the Prosecutor’s Office.
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2007

Statistical Information on reports received by theFIU

Judicial proceedings

notifications
reports about cases to law
suspicious opened enforcement/ indictments convictions
reports about | transactions | by FIU rosecutors
Monitoring transactions s
entities, e.g. above ML FT ML FT
threshold v | er ML [FT | ML | FT | 8 é 2 é 2 é 2 é
S  a| 8 3| 8| 3| 8| &
o o o o
Commercial banks n/a 213 0
Insurance companies n/a 1 0
Notaries ** n/a n/a n/a
Currency exchange n/a 0 0
Broker companies * n/a nfa | nla
Securities' registrars/ SGH n/a 6 0
Lawyers/ Legal advisers * n/a na | nafaseil ol 13 0 5 o o d o d G
Accountants/auditors n/a 7 0
Company service providers ~ n/a 9 0
Money remitters n/a 90 0
Casinos n/a 50 0
Real estate agents n/a 4 0
Jewellers n/a 1 0
Total n/a 381 0
* These activities cannot be provided in the Ppatty.
** According to Monegasque legislation, notariesl éawyers are required to send their reports
directly to the Prosecutor’s Office.
2008
Statistical Information on reports received by theFIU Judicial proceedings
notifications
reports about cases to law
suspicious opened enforcement/ indictments convictions
reports about | transactions | by FIU rosecutors
Monitoring transactions P
entities, e.g. above ML FT ML FT
(] (2] (2] (2]
threshold 1y | er ML [FT | ML | FT | 8 s1s/ 5|8/ 5|¢gl s
®© = ®© = [ = © =
o g_ o g_ o 8_ (&) 8_
Commercial banks n/a 305 0 |478| O 18 0 2 2 0 0 0 q @
Insurance companies n/a 0 0
Notaries ** n/a n/a n/a
Currency exchange n/a 0 0
Broker companies * n/a n/a n/a
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Securities' registrars/ SGP n/a 1 0
Lawyers/ Legal advisers *? n/a n/a n/a
Accountants/auditors n/a 10 0
Company service providers n/a 30 0
Money remitters n/a 70 0
Casinos n/a 40 0
Dealers in high value goods  n/a 0
Dealers in antiques n/a 0
National co-operation n/a 18 0
Jewellers n/a 2 0
Total n/a 478 0
* These activities cannot be provided in the Ppatty.
** According to Monegasque legislation, notariesl éawyers are required to send their reports
directly to the Prosecutor’s Office.
19/02/2009
Statistical Information on reports received by theFIU Judicial proceedings
notifications
reports about cases to law
suspicious opened indictments convictions
X enforcement/
reports about | transactions | by FIU [0SECULOrS
Monitoring transactions P
entities, e.g. above ML FT ML ET
threshold | vy | pr ML |FT| ML | FT | 8 B8 2|5 8] g £
glelgl 2|l @ 2|@q| 2
(&) g_ (&) g_ (&) g_ (&) g_
Commercial banks n/a a7 0
Insurance companies n/a 0 0
Notaries ** n/a n/a n/a
Currency exchange n/a 0 0
Broker companies * n/a na | nla
Securities' registrars/ SGH n/a 1 0
Lawyers/ Legal advisers *¥ n/a n/a nal 82 | 0 4 0 0| ol of o] o O ¢
Accountants/auditors n/a 0 0
Company service providers ~ n/a 3 0
Money remitters n/a 22 0
Casinos n/a 6 0
National co-operation n/a 0
Total n/a 82 0

* These activities cannot be provided in the Ppatty.
** According to Monegasque legislation, notariesl éawyers are required to send their reports
directly to the Prosecutor’s Office.
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APPENDIX | - Recommended Action Plan to Improve theAML / CFT System

FATF 40+9 Recommendations

Recommended Action (listed in order of priority)

1. General

2. Legal System and Relateg
Institutional Measures

2.1 Criminalisation of

Laundering (R.1 and 2)

Money

Although the change to article 218-3 appears tasfga
international standards, the Monegasque Authorisbésuld
consider revising it with regard to the lower limétquired by the
European regulation.

The authorities should ensure that all designatgdgories of
offence are covered, including the financing ofdgsm within
the overall meaning of the recommendations and
interpretative note.

The authorities should clarify the level of proofthe predicate

offence.

The law should permit the intentional element af tifence of
ML to be inferred from objective factual circumstaes.

To facilitate the setting up of the new provisidime authorities
should consider issuing a manual presenting the AN law
and information on the laundering offence (defomti typology,
material elements, intentional element, level adgbrrequired
etc.).

The authorities should accelerate the internalgs®@nd exten
the criminal liability to legal persons in the Ciiral Code.

2.2 Criminalisation of Terrorig
Financing(SR.11)

te

The authorities should review the TF definition asidrify its
legal framework so that the TF offences can applgirty persor
who, by any means, directly or indirectly, unlaviguland
wilfully provides or collects funds, with the intiion that they
should be used or in the knowledge that they afgetoised, in
full or in part by a terrorist organisation or aividual terrorist.
The offences should not require that the funddiaked to one
or several specific terrorist acts.

The law should permit the intentional element to ibkerred
from objective factual circumstances.

Art. 391-6 of the Criminal Code should be reviewedensure
that the family members of a terrorist are liabfe dase of
implication.

2.3 Confiscation, freezing an
seizing of proceeds of crime (R.3)

o8

The authorities should authorize in internal law tdonfiscation

of property of corresponding value that belongth®launderers

assets if the proceed of crime or its reuse alemger possible.

The authorities should consider the possibilityegablish in
internal law an independent confiscation procedarpermit in
national law, after investigation, the confiscatafiegacy values

154

—

the

[oX

D

]

separate from the prosecution of an offender oromeidn
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confiscation judgment.

e The authorities should consider the possibility @stablish
mechanisms in internal law to reverse the burdguradf at least
for seized values that are susceptible to belon@ triminal
organisation or to be controlled by them.

2.4 Freezing of funds used fbIThe evaluators recommend to the Monegasque auésotit review
terrorist financing (SR.I11) the existing legal framework and to take all compdatary
measures:

« To ensure that the freezing of assets and otHaesa
belonging to persons and entities defined, |the
Comité des Sanction€S/RES/1267 — 1999) can
intervene without further notice;

* To give the Principality efficient rules and prdoees
to examine the initiatives taken on behalf of fiegz
mechanisms of foreign countries et make them
effective if the need arises.

« To review the communication system to finangial
sector of measures taken on behalf of freezing
mechanisms (see the best international practice on
the freezing of terrorists assets) and its efficyen

« To give clear instructions to the financial ingtibns
et other persons or entities susceptible to detain
funds or other values.

*To ensure that the procedures on listing/delising
freezing/defreezing are known by the people.

« To detail the measures concerning the accessetp th
funds to ensure they cover the basic and
extraordinary expenses in the sense of the resalyti
S/RES/1542(2002).

*To pursue actively the recognition of the requiratae
of the Security Council and of the SRIll, and|to
proceed to an efficient follow-up of the respect| of
these requirements.

2.5 The Financial Intelligence Unit The authorities should adapt the law n°1.162 to putn
and its functions (R.26 & 30) accordance with the new art. 218 of the Criminal€and make:
the SICCFIN able to introduce the DOS with regarcali the
predicate offences that have been established by niaw
regulation.
« An explicit legislative or normative enactment slibube
established concerning the SICCFIN or other conmete
authorities in order to require from the finanadiastitutions or
other declaring entities advice on how the dedlanatshould be
made. This includes the specification of the forofs the
declarations and the procedures to follow if a aetlon is
made.
» The authorities should review the access of theCEI to the
information on administrative matters in due tinparticularly
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regarding the information kept by the French custom

The authorities should consider taking measureardegg the
legal and normative framework of the SICCFIN to leoiy
formalise within the legislation the set up procesg allows it to
decide independently on investigation and trandorisgssues
and to suppress every potential interrogation @attonomy.
The SICCFIN should complete its annual report amclude
more information on methods, trends and typologies.

2.6 Law enforcement, prosecuti
and other competent authoriti
(R.27 & 28)

DA
£S

Given that the repressive system is mostly reactithee
evaluators recommend to the authorities to takesorea to
analyse the reasons of such a practice and to dirsblution
relevant to the Monegasque context.

The authorities should consider adopting guidelitoeassist the
authorities in their investigations.
In the context of the modification of the CriminBfocedure
Code, the authorities should introduce provisidreg aallow the
competent authorities to postpone or waive the sarref
suspected persons and/or the seizure of the mooeythe
purpose of identifying persons involved in suchati¢s or for
evidence gathering.

The authorities should also ensure that the into of special
investigative techniques will allow the law enfament
authorities to use the main techniques — such aasnsn®f
technical control of telecommunication, of interaed mail, ang
also special investigation means — when they imyast on
AML/CFT issues.

The authorities should ensure that the law enfoergm

authorities, the FIU and the other competent aittherwork
jointly and on a regular basis on the methods, riegles and
trends of ML and TF in the Principality of Monacodathat the
issuing results and analyses circulate betweesttitof the law
enforcement authorities and the other competehbaities.

2.7 SR. IX Cross border declarati
and disclosure

DN

The authorities should set up procedures of syster
transmission of the data concerning the officiaports on
violation of the cross-border transportation ofreacy, or beare
negotiable instruments on the Monegasque or Freactiory
susceptible of interesting the SICCFIN or the jiadiauthorities
of the Principality, and on the results of the deafions and thg
controls that have been made.
The authorities should set up a system to colldtstical datg
in order to be able to control the effectivenesshef system
considering that this is implemented by the compueterench
authorities

Lastly, the authorities should review the settipgal the SRIX
in its entirety and to take measures, if the negses in co-
operation with the French authorities, to ensusesetting up

-

1174

having regard to all the essential criteria.
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3. Preventive Measures .

Financial Institutions

3.1 Risk of money laundering ¢

terrorist financing

DI

No action recommended

3.2 Customer due
including enhanced or
measures (R.5 to 8)

diligenc
reduct

crRecommendation 5

ad

Additional measures should be introduced by the d&gasque
authorities to prevent any anonymous financial sa&tions
using bearer treasury and other short term borasigh their
use is very limited).

The Monegasque authorities should modify the foatioh of
the obligation to identify the usual customers, that this
disposition applies explicitly and with certainty évery persor
with  whom business relationships are entered |
independently of the opening of an account.

The verification modalities of the identity of octa@nal
customers wishing to make a wire transfer valuedirater €
15 000 should be clearly defined by binding pransi

The elements on which the identification of trusisbased
should be more accurate and should indicate meeelglfor the
concerned entities who has to be identified duringrust
identification.

The Monegasque provisions should be adapted tadeglas
beneficial owners, the persons who have no shatieeofapital
but still provide the leadership of or “brains bedii a company
and persons who have established trusts.

Without reconsidering the fact that every finananstitution, as
far as it is concerned, is obliged to define theshappropriated
concrete modalities of identification of high riskuations that
require an increased vigilance, and jointly witke threshold ot
€ 100 000 above which the vigilance regarding thients
operations needs to be reinforced, the Monegasgti®riies
should define what conditions these individual egst should
satisfy to be considered as adequate. The Monegs
authorities should publish in particular guideline@ncerning
the setting up of the risk-based approach refetoeish art. 5,
al.2, 4" and %' dash of the OS.

The provisions that are in force concerning theraased
vigilance should be completed to specify the addél
responsibilities to which the entities are boundydnd the
obligation to proceed to a new customer identifarat

Though the Monegasque authorities maintain thatfittencial
institutions are not allowed, other than in sitoas specified ir]
law, to exercise simplified diligence in situatiotisat they
themselves have identified as low risk, the wordifgthe
regulations does not unambiguously exclude thisipdiy.

The provisions authorising a lower level of diligen for

|
nto,

ASqU

customers that are public companies do not redbem to be
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subject to the laws of countries that comply wittd @apply the
FATF recommendations.

* The provisions authorising a lower level of diligen for
customers that are financial institutions subjedht legislation
or public companies do not stipulate exceptionsnihere are
suspicions of money laundering or terrorist finagci

Recommendation 6

* The authorities should complete the notion of BEPresenting
recommendations inspired of the glossary definibrthe 40
recommendations of the FATF to indicate more petgishe
specified functions.

Recommendation 7

» The Monegasque authorities should complete theicaigbé
provisions on correspondent banking to allow, intipalar,
that:

o the obligation to collect sufficient covers checks

whether the institution concerned has been

investigated or the subject of action by
AML/CFT supervisory body;

o the conclusion of correspondent bank
relationships requires financial establishments

assess client institutions’ and reference to checks

their suitability or efficacy;

he

ng
to

o the approval from senior management is requijred

before establishing new correspondent bank
relationships;

o0 the respective AML/CFT responsibilities of the

Monegasque and client institutions have to be

down in writing within the framework of banking

representation relationships;

» The competent Monegasque authorities should eshg
guidelines or recommendations for the Monegasquantial
institutions concerning the appreciation of theiegjence of the
legislation and of the controls that are applicailileAML/CFT
issues in the country where the foreign instituiastablished.

Recommendation 8

* The existing measures should be completed to iecltiee
obligation for financial institutions to establigpolicies or

ng

set

bli

procedures to deal with the misuse of new techmesodor
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money laundering or terrorist financing purposehisTpoint
could seem of particular relevance on the supposithat the
restrictions to which the financial institutionseasubmitted
regarding the use of new technologies to transaatipurposes
should be relaxed.

3.3 Third parties and introduce
(R.9)

Se  An enforceable legal rule should be establishedyuirig
Monegasque financial institutions to ensure thatdttparty
business generators have satisfied all the duegeditie
requirements in FATF recommendation 5.

e The competent authorities should issue instructiams

AML/CFT legislation and controls to be applied iouatries
where foreign client institutions are based (s€8.R.

3.4 Secrecy laws consistent with t
Recommendations (R.4)

he

3.5 Record keeping and wi
transfer rules (R.10 & SR. VII)

[€Recommendation 10

« The Monegasque authorities should complete tlwigions
concerning the data and record keeping to explipitovide for
the required period for the retention of documemetating to
transactions to be extended of requested by thepemmt
authority in specific cases, if it is necessarycéory out their|
responsibilities. The same applies to the retentiowriting of
identification information, accounting documentatioand
commercial correspondence.

* The law or regulation should as well be complemént order
to specify that data and documents must be maedadma form

provide evidence in the case of prosecution.

Special Recommendation VI1

» The existing provisions should be completed to épeihe
arrangements for verifying the identity of occasiboustomers
who seek the services of a Monegasque financitititien to
carry out a wire transfer valued at under € 15 000.

» The Monegasque framework should be completed toniithe
application of simplified communication measures
information concerning the ordering party withie thamework|
of routine international transfers that are nothatl (exceptior
not provided in SRVII) to additional binding coridits
guaranteeing sufficiently no misuse of this exaanpti

3.6 Monitoring of transactions arjdRecommendation 11

relationships (R.11 & 21)

* The legal framework should be reviewed so that glze of
transactions and their complexity or abnormalityodd be
alternative rather than cumulative criteria for etgtining
whether financial institutions should be required $how

increased diligence, also the Monegasque autharitie
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Recommendation 21

The Monegasque authorities should provide for @afable
measures requiring increased diligence in connectidth

business relationships or transactions with coparer

institutions with links to countries that do nobperly apply the
FATF Recommendations.

3.7 Suspicious transaction repo
and other reporting (R.13-14, 19,
& SR 1V)

rtRecommendation 13

29

The Monegasque legal framework should be complstethat
all designated categories of offences, as definethb FATF,
can apply in all circumstances, whether or not tresult from
organised criminal activity.

It should furthermore be adapted so that the ramp
requirement in Monegasque legislation does not rcoak
suspicious transactions, such as attempted opesatitat have
failed for reasons other than that the financiatiintion has
refused to carry out the transaction.

Recommendation 14
No action recommended
Recommendation 19
No action recommended
Recommendation 25

The competent Monegasque authorities should comptle¢
instructions and recommendations they have addiessdahe
financial institutions to assist them more systecadly on all the
main issues that the application of preventive messis likely
to raise in practice.

The authorities should ensure the implementatiom@thanisms
guaranteeing the organisations and individuals eaed by thig
information ready and rapid access to informatiegarding
methods and trends of ML and the evolution of thenmmens
(especially through the dissemination of the resaftthe liaison
committee’s activities).

Given the professional confidentiality of SICCFINaf§, it is
necessary that the Monegasque authorities examie¢her the
adoption of specific legal provisions would enatadeprovide a|
more comprehensive and systematic specific feedbgx

financial institutions on action taken on suspisidtansaction$

that they have reported.

Special Recommendation 1V

The Monegasque law should be completed so thatetarting
requirement also extends to attempted operatiatshtve failed
for reasons other than that the financial instituthas refused t
carry out the transaction, in particular becausestaroers
themselves decide not to continue with a transactiber first
having requested it.

D
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3.8 Internal controls, compliang
audit and foreign branches (R.15
22)

&

grecommendation 15

Recommendation 22

The legal framework should be completed (at leasicerning
the financial institutions others than banks) s:th
0 The officer or employee in charge of suspiciousgegtion
reporting does not have overall responsibility & ffor the
organisation and internal control of AML/CFT measir
within the financial undertaking;
o It is required that the financial institution givésm the
status and powers to enable him to fulfil his dutie
0 The law or regulations give him an access to atessary
information
0 These financial institutions be explicitly requireth
maintain an independent internal control functiemgowed
with sufficient resources, entailing sanctions foon-
compliance.
Apart from the criteria for issuing work permit$et existing
device should be modified to enable the finanaiatiiutions to
verify the honesty of candidates for employmenbbethey are
hired.

Article 13 of Law No. 1.162 of 7 July 1993 should modified
to extend all of Monaco’s legislation and regulasoon
prevention to subsidiaries and branches locate@aalhrand
require from those to pay special attention to dianpe with the
relevant principles in the case of subsidiaries #&mdnches
located in countries which do not or which insuffitly apply
the FATF Recommendations.

The legislation and regulations should also regthia¢ where the
minimum standards applicable in Monaco differ frémose of
the country where a branch or subsidiary is located most
stringent legislation should then be applied.

Monaco’s law should also require financial unddrigk to
inform the SICCFIN if the local legislation or rdgtions
applicable to their subsidiaries or branches de¢swathorise the
application of the preventive measures in forcdiosnaco as a4
whole.

14

3.9 shell banks (R.18)

The evaluators recommend to the authorities to rensie
effectiveness of the new law on this matter.

3.10 The supervisory and oversid
system — competent authorities 8
SYRos. Role, functions, duties a
powers (including sanctions) (R.2
29, 17 & 25)

Rt
nd
hd

?’Recommendation 23

The authorities should establish an action plarreinforce
significantly and the sooner the exercise of thetrod function
on financial institutions.

The Monegasque preventive framework should be drgno
mutual fund management companies.

The Monegasque framework should also be modifiethaothe
insurance intermediaries (brokers and agents) beadixplicitly
subject to it.
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Recommendation 29

Recommendation 17

Recommendation 32

Recommendation 25

The Monegasque authorities should consider cormgjetie
range of administrative sanctions (notably by disthing the
possibility of administrative fine) to improve igogressivenes
and to allow a more proportionate application & ganctions
to the seriousness of the violation identified R1.7)

The Monegasque authorities should consider commgletihe
range of administrative sanctions (notably by dishing the
possibility of administrative fine) to improve pgsogressivenes
and to allow a more proportionate application af ganctions
to the seriousness of the violation identified.

The Monegasque authorities should consider modifytine
system of applicable sanctions so that, beyond ctirainal
penalties provided for in Articles 32 and 33 of thaw,
sanctions can be imposed on senior managers andysap of
financial undertakings for violations of LAB/CFT lamations

No action is recommended concerning the controttian of
the SICCFIN

The competent Monegasque authorities should compilet
instructions and recommendations they have addiess¢he
financial institutions to assist them more systecadly on all

the main issues that the application of preventeasures i$

likely to raise in practice.

3.11 Money value transfer servic
(SR.VI)

e6

Apart from the statutory provisions applying getigrao
exercise of economic or commercial activities ine
Principality, specific provisions should be introgd in
Monaco legislation laying down the conditions fbe texercise
of money transfer services.

4. Preventive Measures — Non
Financial Businesses and
Professions

4.1 Customer due diligence a
record keeping (R.12)

nel

The Monegasque authorities should put a stop to I¢igel
uncertainty that comes from the decision of anmuatNo.
14.466 of 22 April 2000 pronounced by the SupreroarCthe 6
March 2001, as it only points out the lawyers. Thahould
ensure that the lawyers are subject to the prexesibligations
provided for in the recommendation 12 of the FATF.

The legal framework applicable to the casinos ghobk
completed so that:

0 They are required to ensure that the customers
acting on their own behalf or on behalf of effeet
beneficiaries.

0 They are required to determine which of th

[72)

[72)

th

5 are
\'

eir

customers are PEPS and to submit t

heir
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relationships with such customers to enhanced

monitoring.

Other DNFBP (in particular real estate agents,ateah precioug
metals and precious stones, notaries, legal anddsisers and
other independent accounting professions) shoutedpgired to:

0 Be subject to due diligence with regard to comrs

and their transactions in accordance with FATF

Recommendations 5, 6, 8, 9 and 11.
o0 Keep customer identification and transacticzords
in accordance with FATF Recommendation 10.

In the case of casinos and other businesses arfdsgians
covered by article 2 of the law, the legislatiord aegulations
should be completed so that the violation of thigabons here
above mentioned can be subject to sanctions, antdasahese
sanctions can be imposed not only to the naturalopeor person
who can be held liable for the criminal offence higo to the
gaming house or business itself.

In the case of casinos, the applicable frameworéulsh be
completed so that breaches of requirements in rsattd
customer due diligence or organisation and impléatem of
preventive procedures can constitute grounds fgrogimg an
enforcement measure or sanction, except wheranibegproved
that the breaches resulted in a failure to repodpisious
transactions, liable to criminal penalties.

The limitation of the financial activities of thé=E to those that
are in relation with the games provided by the radtbuse
(SBM) results from the practice, and is not basedegislation,
regulations or statutory rules. The Monegasqueaaitids should
establish this limitation of the activities of ti#E on a certain
legal basis.

4.2 Suspicious transaction reporti
(R.16)

'"Hegarding all DNFBPs

The applicable framework should be modified so thia
reporting requirement covers all the underlyingenffes referre
to in FATF Recommendation No. 1, independently bé
commission or not by a criminal organisation.

The applicable framework should be modified so thiat
undertaking or business in the framework of whidie |t
suspicious transaction has been carried out cdialbe for an
administrative penalty for the failure to repore ttransaction
even though the statutory conditions for imposihg ¢riminal
sanction provide for in Article 32 of the law hawet been
satisfied, or where the facts are not sufficiestlyious to warrant
such a criminal sanction.

The Monegasque authorities should have recoursimtting and
enforceable measures to lay down special vigilameasures
regarding business relationships or transactionsth wi

— ==
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counterparties having links with countries which fa apply or
insufficiently apply the FATF Recommendations.

Regarding CSPs and trustees

The applicable framework should be modified so thiat
reporting requirement laid down in Monaco legiglatcan cove
attempted transactions which have not taken placcarfy reasor
other than a refusal by the financial undertakimgdrry out the
transaction, including cancellation of the transactby the
requester himself or herself.

Regarding CSPs, trustees and casinos (cf. Se8t&R8)

all the above mentioned recommended actions irsiBd8ild be
put in place.

Regarding casinos and other DNFBPs

the applicable legislation or regulations shouldnbedified so
that these businesses and professions can be tsubjebe
obligation to report a suspicious transaction, Wwaetwhen the
professional in question has refused to carry loaitttansaction
or in the case of a transaction which does not lggad for
whatever reason, including cancellation by the vimflial
concerned.

Regarding other DNFBPs

the applicable legislation or regulations shouldnbedified so
that organisational or internal control measurespart in place
following criterion 16.1, in accordance with FATFE B5.

The applicable legislation or regulation shouldrbedified so
that SICCFIN can be kept informed about suspictoaissaction
reports filed by the notaries with the Principaat8t Prosecuto
and of the subject matter of such reports.

4.3 Regulation, supervision af
monitoring (R.24-25)

'QRecommendation 24

Regarding the CSPs and the trustees, additionahsr&auld be
put at the disposal of the SICCFIN to allow it tocrease
significantly the frequency of the on-site controls

Additional means should also be allocated to SIGCHbintly
with the enlargement of the preventive obligatiohiDNFBPs,
to allow this authority to exercise effectively i®-site control
missions and of the respect of the obligation$eé¢ businesse
and professions.

Recommendation 25

Parallel to the recommended extension of the piexe
obligations for the DNFBPs (see 4.1 and 4.2), thmpetent
Monegasque authorities should circulate instrustioand
recommendations able to provide a systematic assston all
main issues that the application of preventive messis likely
to raise in practice; more on that issue in 3.10.

4.4 Other non-financial business

and professions (R.20)
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5. Legal Persons and
Arrangements & Non-Profit
Organisations

5.1 Legal Persons — Access

beneficial ownership and control

information (R.33)

to

The authorities should consider satisfying the meoendations
formulated in the report concerning the benefioighers and the
control of legal persons and introduce a surveibaframework
of the service providers to the undertakings, inmgpshem to
verify and keep the adequate, exact and updatemniation
concerning the beneficial owners and the structdireontrol of
the legal persons.

174

5.2 Legal Arrangements — Access

beneficial ownership and contrp

information (R.34)

The procedure put in place should allow to recdrdhecessary
information concerning ownership and control ofstsu(settler
administrator, beneficiary, protector)

The information being held should be exact and tguiarhus
the provisions concerning the updating of the kispt by the
Court of Appeal should be reviewed.

The authorities should take measures so that tmepetent
authorities can obtain in relevant time adequatect and
updated information on the beneficial owners andhencontrol
of trusts, in particular on persons who created ttsts, the
administrator and the beneficiaries.

5.3 Non-profit organisations (SH
VII)

The authorities should consider reviewing the adeguwf their
laws and regulations and include a formal assedsofernsks
potential misuse of these institutions for terrorimancing
purposes.

Taking into consideration the actual process ofsedvof the
whole legislation concerning associations and fatiods, the
authorities should ensure that the draft laws c¢onthe
measures of the best international practices camgeSR VI,
in particular regarding transparency and control.

The authorities should review the actual legal famrk to
ensure that comprehensive information on activitgze and
other aspects relevant to this sector are up matad available.

The authorities should consider reinforcing théf s&king care
of the issues concerning this sector.

The authorities should take measures to senshizeNPOs td
the terrorist financing issues.

6. National and International Co-
operation

6.1 National Co-operation
coordination (R.31)

an

The Monegasque authorities should reinforce theioperation
and coordination with the French customs at nati@val.

The authorities should consider taking measurésxctease the
collaboration with other control authorities.

6.2 The Conventions and U

Resolutions (R.35 & SR.I)

NRecommendation 35

It is important that the Principality takes addii@d measures t
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Special Recommendation |

carry out effectively the legislation and regulasd
(incrimination, criminal liability for legal persen special
techniques of investigation) and to take measureSeat the
cross-border cash transfer issues (Articles 157 19 of the
Vienna Convention et Article 7.2 of the Palermo Gamtion);

It is important that the Principality ensures tlileaiveness of
the measures taken related to SR 111,

The authorities should furthermore reconsider #senvationg
that were formulated on the Convention on laundgrgearch
seizure and confiscation of the proceeds of crime.

6.3 Mutual Legal Assistance (R.3
38, RS.V)

Be

The authorities should put in place mutual legadisaance
mechanisms, notably through internal laws and tiincailateral

co-operation, allowing the foreign judicial authms to request

the largest co-operation from the Monegasque jad
authorities.

The authorities should develop the network of bilalt and
multilateral international co-operation treatiesfagilitate the
execution of the active international assistancéhe national
procedures in order to obtain proves that are abroa

The authorities should introduce a legal basis ands of
procedures to allow the use of special techniquég
investigation in the framework of the internationatoperation,

The authorities should remove the pre-conditionpoépaid
expense by the requesting state to freeze the funds

The authorities should consider creating a speftiad to

receive the confiscated assets based on foreigrejnents that

are not restored or shared.
It is important that the Principality ensures thessbility to

give assistance concerning the financing of a tistrp

organisation or of a terrorist.

6.4 Extradition (R.37 &39, & SRV

The Principality should sign and ratify the Europea

Convention on extradition and intensify the netwoflbilateral
conventions.

It is important that the Principality ensures thessbility to
extradite for all financing of terrorism violations

6.50ther Forms of Co-operatid
(R.40 & SR V)

The authorities should modify Article 31 of the Léve. 1.162
not to limit the scope of information exchanges andure that
it is possible in relation with money launderingdapredicate
offences.

The authorities should modify Article 31 to expligi
implement the possibility of spontaneous commuiooat with
other FIUs.

The authorities should review the legislation aagutations orj
exchange with the foreign control authorities idearto allow a
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wide international co-operation.

7 Other Issues

7.1 Resources and Statistics (R.
&32)

Fbcommendation 30

Recommendation 32

The Monegasque authorities should review the ressuof the
police responsible of financial investigations pivig at
violations that generate important proceeds, tofoece the
effectiveness of the confiscation mechanism.

The resources, notably human, left at the dispos&ICCFIN
to fulfil its on-site control mission on the finaaktinstitutions
should be significantly increased so that the éffeness of this
function can be reinforced.

The authorities should conduct an assessment afuher of
staff within the public prosecution service and itnestigative
judges’ offices, taking into account the total n@mnbf cases of
economic and financial crime, with a view to engisg an
increase in staff numbers if necessary

The authorities should ensure that the rotatiotegysof the
magistrates does not affect the effectiveness lamatantinuity
of investigations on AML/CFT issues.

The authorities should review the legal framewarkamove all
uncertainties or interrogations about the levelnoependence
and autonomy of the investigative and prosecutighaities.

%

The authorities should keep comprehensive staistn
investigations and prosecutions (including the saasof a non;
conviction) and convictions, allowing to distingliighe cases df
laundering committed by the author of the predicétence.

The authorities should ensure the effectiveness tluf
Monegasque confiscation regime.

The competent authorities should keep compreheraiviial
statistics on the declarations concerning physicass-borde
transportation of currency or bearer negotiablérimsents and
international wire transfers.

The SICCFIN should implement in its statistics mfi@ation on
the predicate offences and on the closed casesa foest
understanding of the methods, trends and typologiés
laundering acts after the coming into force of thew
provisions.

The authorities should keep more detailed stagistio
demonstrate the effectiveness of the prosecutidhodties’
action.

The authorities should keep comprehensive statisbacerning
the implementation of SR IX.

The statistics concerning the mutual assistanceaulghbe
completed to allow a more global vision of all regts received
by the Director of the Judicial Services relatirg money

U
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laundering, to predicate offences and to terrofiisancing,
including the nature of the request, whether it \geented of
refused and the time required to respond.

*  The authorities should keep comprehensive steaishic the
mutual assistance requests concerning money langd
predicate offences and terrorist financing.

« Comprehensive statistics should be kept by the &iiJthe
spontaneous sending of information.

15%
—_

7.2 Other measures and relevant
subjects on AML/CFT issues

7.3 general structure of the
AML/CFT system — Elements ¢
structural nature

—h

APPENDIX II

Article 3 (6) of EU AML/CFT Directive 2005/60/EC (3" Directive):

(6) "beneficial owner" means the natural persom{®) ultimately owns or controls the customer
and/or the natural person on whose behalf a tréinsaor activity is being conducted. The
beneficial owner shall at least include:

(a) in the case of corporate entities:

(i) the natural person(s) who ultimately owns ontcols a legal entity through direct or indirect
ownership or control over a sufficient percentafjthe shares or voting rights in that legal entity,
including through bearer share holdings, other thaompany listed on a regulated market that is
subject to disclosure requirements consistent @dmmunity legislation or subject to equivalent
international standards; a percentage of 25 % @hesshare shall be deemed sufficient to meet
this criterion;

(i) the natural person(s) who otherwise exercizedrol over the management of a legal entity:

(b) in the case of legal entities, such as foundatiand legal arrangements, such as trusts, which
administer and distribute funds:

(i) where the future beneficiaries have alreadynbéetermined, the natural person(s) who is the
beneficiary of 25 % or more of the property of gdkearrangement or entity;

(i) where the individuals that benefit from thegét arrangement or entity have yet to be
determined, the class of persons in whose maingsit¢he legal arrangement or entity is set up or
operates;

(i) the natural person(s) who exercises contrekro25 % or more of the property of a legal
arrangement or entity;

Article 3 (8) of the EU AML/CFT Directive 2005/60EC(3 Directive):

(8) "politically exposed persons" means naturakpes who are or have been entrusted with
prominent public functions and immediate family niews, or persons known to be close
associates, of such persons;
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Article 2 of Commission Directive 2006/70/EC (Implmentation Directive):

Article 2
Politically exposed persons

1. For the purposes of Article 3(8) of DirectiveO3060/EC, "natural persons who are or have
been entrusted with prominent public functions'lishalude the following:

(a) heads of State, heads of government, miniatetgleputy or assistant ministers;

(b) members of parliaments;

(c) members of supreme courts, of constitutionalrtsoor of other high-level judicial bodies
whose decisions are not subject to further apgeakpt in exceptional circumstances;

(d) members of courts of auditors or of the boafdsentral banks;

(e) ambassadors, chargés d'affaires and high-rquaktficers in the armed forces;

(f) members of the administrative, management pestisory bodies of State-owned enterprises.
None of the categories set out in points (a) to{flhe first subparagraph shall be understood as
covering middle ranking or more junior officials.

The categories set out in points (a) to (e) offits¢ subparagraph shall, where applicable, include
positions at Community and international level.

2. For the purposes of Article 3(8) of Directive0B060/EC, "immediate family members" shall
include the following:

(a) the spouse;

(b) any partner considered by national law as edent to the spouse;

(c) the children and their spouses or partners;

(d) the parents.

3. For the purposes of Article 3(8) of Directive 0B060/EC, "persons known to be close

associates" shall include the following:

(a) any natural person who is known to have josmdiicial ownership of legal entities or legal

arrangements, or any other close business relatotisa person referred to in paragraph 1;

(b) any natural person who has sole beneficial osinip of a legal entity or legal arrangement
which is known to have been set up for the bemefitacto of the person referred to in paragraph
1.

4. Without prejudice to the application, on a r&gasitive basis, of enhanced customer due
diligence measures, where a person has ceasedeatiosted with a prominent public function
within the meaning of paragraph 1 of this Artiate & period of at least one year, institutions and
persons referred to in Article 2(1) of Directive0B060/EC shall not be obliged to consider such a
person as politically exposed.
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