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LIST OF ABBREVIATIONS AND ACRONYMS

AML Law Law on the Prevention and Repression ofrigyp Laundering and the
Financing of Terrorism

AML anti-money laundering

CCCEC Center for Combating Economic Crimes andupion

CcC Criminal Code

CDD Customer Due Diligence

CFT Combating the financing of terrorism

CPC Criminal Procedure Code of Moldova

CSCE Conference on Security and Co-operatiduimope

CTR Cash transaction report

DNFBPs Designated Non-Financial Businesses anig$gions

ETS European Treaty Series (since 1 January 2084,SC- Council of
Europe Treaty Series)

EU European Union

FATF Financial Action Task Force

FIU Financial Intelligence Unit

GDP Gross domestic product

HDI Human Development Index

IN Interpretative Note

ISSA State Inspectorate for the Supervision of lteurance Industry and
Pension Funds

KYC Know your customer

MDL Moldovan Leu

ML Money laundering

NBM National Bank of Moldova

NBML Law on the National Bank of Moldova

NSC National Securities Commission

NGO Non-governmental organisations

OPCML Office for Prevention and Control of Monegundering

OSCE Organisation for Security and Co-operaitioBurope

PEP Politically exposed person

SC Security Council

SECI Southeast Europe Cooperative Initiative

SEM Stock exchange of Moldova

SIS Information and Security Service

STRs Suspicious transactions reports

UN United Nations



I. INTRODUCTION

1. This evaluation of anti-money laundering (AML) andmbating the financing of
terrorism (CFT) regime in Moldova was the third dooted by the MONEYVAL
Committee and the first in its third evaluation mdu The previous evaluation of
Moldova was in June 2003 and the report was adojpteduly 2004. This third
evaluation has been brought forward in the Comeigtaormal calendar to coincide
with the one being carried out by the IMF. The aa#ibn was based on the Forty
Recommendations of 2003 and the nine Special Reemuations on terrorist
financing of 2001 of the Financial Action Task Fei&ATF). It is also based on the
AML/CFT Methodology of 2004. The evaluation drawsngarily on legislation,
regulations and other documentation supplied by Mwdovan authorities and
information gathered during the first evaluatioanes visit to the country from 24 to
29 January 2005 and throughout the evaluation psycas well as on additional
information supplied during the updating evaluatusit which took place from 6 to
8 December 2006. During the visits, the evaluatteams met officials and
representatives of all the relevant governmentdl prnivate sector bodies. A list of
the organisations and bodies met appears in AnniexHe mutual evaluation report.

2. The first evaluation visit was conducted by a tedrexaminers composed of experts
from the MONEYVAL Committee specialising in legalaw enforcement and
financial aspects. It comprised Mr N. Fuiorea, Heddhe International Relations
Service of the Financial Intelligence Unit of Ror@aflaw enforcement evaluator);
Mrs C. Mingorance, a judge specialising in crimicabkes, Principality of Andorra
(legal evaluator); Mr P. Rabczuk, senior inspedtoithe General Inspectorate of
Bank Supervision of the National Bank of Polanddficial expert); and a member of
the MONEYVAL secretariat. The updating evaluatioisitvteam comprised Mr
Boudewijn Verhelst, Deputy Director of the CTIF/C&hd scientific expert of the
MONEYVAL Committee (legal and law enforcement ewhr); Mr Oleksii
Berezhny, Head of the AML/CFT Department of the idlzl Bank of Ukraine
(financial evaluator) and two members of the MONEALVSecretariat. The experts
reviewed the institutional framework, the relevaML/CFT legislation regulations,
guidelines and other requirements and the regylaod other systems in place to
deter money laundering and the financing of tesrarthrough financial institutions
and designated non-financial businesses and profss§DNFBPS). The capacity,
implementation and effectiveness of all these systeere also examined.

3. The first evaluation visit took place under difficaonditions. There were gaps in the
information received before the visit and discussiowere conducted using
consecutive interpretation. As a result of the ukstons of the MONEYVAL
Committee at its O Plenary meeting (4 -7 July 2006) on the draft raliavaluation
report, a specific questionnaire was addressedh@éoMoldovan authorities and an
updating mission was carried out in order to supglet the information already
gathered during the first evaluation visit. Thehawities of Moldova provided on a
timely basis the additional information requestew ao-operated fully with the
MONEYVAL Committee throughout this second phase.



4. The report provides a summary of the AML/CFT measun place in Moldova at the
date of the on-site visit (24 to 29 January 2005)munediately thereafter. It also
takes into account major developments which haduroed by the time of the
updating visit (6-8 December 2006), though thesee h#ot been considered for the
purposes of the rating. The report only covers eéhpsrts of Moldova under
government control.lt describes and analyses these measures and gsovid
recommendations on how certain aspects of theragst®uld be strengthened (see
Table 2). It also indicates Moldova's levels of gbance with the 40+9 FATF
Recommendations (see Table 1).



II. EXECUTIVE SUMMARY

1. Background information

1.

This report provides a summary of the AML/CFT meastn place in the Republic of
Moldova as at the date of the third on-site visdni 24 to 29 January 2005) or
immediately thereafter. The report describes aralyaas those measures and provides
recommendations on how certain aspects of the mystaild be strengthened and sets
out Moldova’s levels of compliance with the 40 +FATF Recommendations. The
report only covers those parts of Moldova underegoment control. It also refers to
major developments, which had occurred by the tiohethe updating visit (6-8
December 2006), though these have not been coedifl@rthe purposes of the rating.

The third round on-site visit took place shortlyeafthe adoption of the second mutual
evaluation report (July 2004), leaving Moldovaldittime to take account of the second
round recommendation. The two previous evaluatiamds highlighted a large number
of shortcomings and resulted in the applicatiom@npliance enhancing procedures in
respect of Moldova.

The Moldovan authorities strived to address soméhe$se shortcomings through the
modification of the existing laws, the adoption méw ones and of implementing
legislation and recommendations. The AML law, incéo since November 2001, was
amended almost every year since, to address a muaibehanges, particularly in
relation to the suspicious transaction reportingime and the competences of the
authorities responsible for AML/CFT matters. Effotb implement the CFT dimension
remained modest but under development. The limi&é and information available
indicate that the overall requirements in placerevent and combat money laundering
and terrorist financing are generally inadequatméet relevant international standards
and that additional efforts are required to addréss concerns regarding the
effectiveness of the AML/CFT system in place.

The main sources of illegal income are considekedo¢ generated through drug
trafficking, smuggling (tobacco, petroleum produakohol), tax evasion, corruption
and trafficking in human beings. The gross quaeditand sums of money represented
by these offences remained surprisingly stablendutihe period 2001-2005, and it is
not possible to speak of trends.

There is limited information available and no corses on the most commonly used
money laundering methods and techniques as welh aghich sectors are vulnerable to
laundering.

Moldova is perceived by the authorities as a losk rior terrorist financing and, as
regards the financing of international terrorisro,assets of terrorist groups or terrorist
have been found in Moldova so far.



2. Legal system and related institutional measures

7.

10.

11.

The money laundering offence was introduced in &aper 2002 and was subsequently
repealed with the entry into force of a new Crinhi@@dde on 12 June 2003. The
provision which is now in force - article 243 oktriminal Code — adequately reflects
the moral and material elements required by intewnal standards. All designated
predicate offences are covered in the Criminal Cedeept for the offence of insider
dealing (penalised since 24/11/2006). Penaltiesciwhapply to both natural and legal
persons, are in line with international practidesyever the scope of corporate criminal
liability is limited to commercial legal entitiesSThe current legal basis could serve as an
adequate tool to combat money laundering if furtiedined and clarified (for instance
as regards the level of proof of the predicaterufée self laundering, foreign predicate
offences, etc). The limited data on the numberasfes investigated and cases brought
to court (on the basis of the old or new ML offenhead the absence of convictions
achieved indicate a lack of effective implementatamd that serious efforts need to be
made to increase the effectiveness of the systarticplarly in the judiciary phase.

Article 279 of the Criminal Code on “financing ohé materials support for terrorist
acts” covers both domestic and international tesmor The TF offence however does
not currently cover the financing of terrorists dadorist organisations, unrelated to the
actual perpetration, attempt or preparation ofotést activities. The absence of case
law prohibits any substantiated assessment of ffeetweness and implementation of
the provision. In terms of dissuasiveness howewer penalties are adequately severe.
Legal persons cannot be held liable for terrorsricing.

Provisional measures and confiscation are providedh the newly adopted Criminal
Procedure Code, which entered into force in Jur@32@s the statistics indicate the
authorities still make insufficient use of the npmvisions enabling to seize, freeze and
confiscate. Also, the power to suspend transactidmsre there is a risk of laundering
(both under the AML Law and under the Act on theGEC) was hardly used. A
number of deficiencies still need to be addressmth s providing unequivocally for
the confiscation of the body of the offence, batl{stand alone) money laundering and
in terrorist financing cases; further addressirg fihil protection of the interests of the
bona fide third party in confiscation matters; irags the awareness of the law
enforcement and judiciary authorities to make fide of these provisions and taking
measures to solve practical problems arising fréra &application of provisional
measures.

At the time of the on-site visit, very limited amti had been taken to ensure compliance
with the UN Security Council resolutions and, déspeveral measures taken in the
course of 2006, the legal structure for the impletagon of the UN Resolutions
remained incomplete. Almost none of the requiremenhSR. Il are fulfilled.

Articles 7 and 9 of the AML Law provide that the r@e for Combating Economic
Crimes and Corruption (CCCEC) has the overall rasjdity for the enforcement of
the law, for the co-ordination of activities contkat by the AML/CFT authorities, as
well as for international co-operation in this @ieln 2003, the Office for Prevention

9



12.

and Control of Money Laundering (OPCML), a speskdi section of the CCCEC, took
over the function of Financial Intelligence Unithiwh was exercised since November
2001 by a special section of the Public ProsecsitOffice. The OPCML was officially
established on 15 September 2003 and has a sthff pérmanent officials. At the time
of the on-site visit, the OPCML did not have a comep system for electronically
analysing and recording statements; it relied Hgawn the logistic support of other
CCCEC services. Statistics were difficult to proglirc real time. No periodical/ annual
reports were elaborated and published with stesistypologies and trends. Supervisory
powers of the CCCEC/ OPCML under the AML Law are clearly defined. Though
meanwhile the OPCML has been delegated, througkrerdf the Director of the
CCCEC, additional powers and responsibilities, ékialuation team considers that the
FIU’'s structure, powers, organisation, human anchr&al resources raise serious
concerns and need reviewing.

Several authorities have responsibilities in tleédfiof investigation and prosecution of
money laundering and the financing of terrorismeonffes, namely the CCCEC, the
Ministry of Internal Affairs, the Information and e8urity Service (SIS), the
Prosecutor’s Office. The CCCEC investigates lauindecases uncovered as part of its
own inquiries into predicate offences and may placemportant role in ML offences
launched by the Police. The Ministry of Internalfaifs and the SIS mainly retain
responsibility for terrorist financing cases. Theosecutor's Office directs and
supervises criminal investigations carried out iy kaw enforcement agencies and has
exclusive responsibility for investigating monewuraering cases committed by specific
categories of persons (president, members of Raeh& members of Government,
judges, prosecutors, generals, criminal prosecutfiiters). Adequate powers are
available to the law enforcement to conduct seaichear witnesses, seize documents
and perform all the typical investigative activiti@imed at collecting evidence and
tracing criminal assets. Financial information hbidthe financial institutions is also
accessible through the intervention of the judiciauthorities and no particular
difficulties were voiced in the use of the aboventi@ned powers. However, there was
little information and data available to assessetfieiency of the ML/FT investigation
and prosecution process.

3. Preventive measures — Financial institutions

13.

The preventive side of the AML/CFT system is basedhe AML Law, which defines
the “organisations which perform financial trangas” that are subject to AML/CFT
obligations and the Recommendations of the Nati@wik of Moldova (NBM) on
developing programs on prevention and combat ofepdaundering and the financing
of terrorism, applicable to the banking sector atiter entities licensed by the NBM. It
is to be pointed out that the examiners have avasen about the legal status of the
latter. The Moldovan authorities indicated thas teixt is of a legal mandatory nature, it
was published in the Official Journal and is saicbé sanctionable and sanctioned in
practice. However, the evaluators are not convirtbatl the NBM Recommendations
qualify as “other enforceable means” as provided bg the Methodology, in the
absence of a clear legal basis for sanctions tedoed under them.

10



14.

15.

16.

17.

18.

19.

20.

The AML law lists the following financial instituins: banks, subsidiaries of foreign
banks, peoples savings and loans associationsauude change, the stock exchange
of Moldova, professional participants on the sd®simarket (independent recorders,
brokerage companies, investment funds, underwritiogmpanies, fiduciary
administrators, depositories of investment fundsdita companies, dealers, self
regulatory organisations), insurance companies.

Overall, the preventive system regarding custonuer diligence is insufficient and not
in line with international standards. Major changes required, either by amending the
AML law and sector-specific regulations or by adogtnew legislation and by-laws to
ensure that the following mechanisms are adequatedyided for: identification of
beneficial owner, know your customer policies, @mg due diligence in respect of the
business relationship, enhanced due diligence méxha for specific high-risk
customers (including PEPs), modalities for thefigiion of identification, etc.

The AML law addresses only a small part of the FA&guirements and most steps are
required to fully comply with the basic requiremermf Recommendations 5 to 8.
Anonymous accounts and accounts in fictitious naaresexplicitly prohibited. The
legal requirements in the AML Law cover explicitynly simple identification at
account opening and the requirement for a CDD m®cecluding verification, is not
clearly provided for. There are no requirementthsn AML law or regulation to verify
the customer’s identify using reliable, independestturce documents, data or
information.

Regarding the identification of the beneficial own®either the AML law nor the NBM
regulations or any other normative acts contaiefandion of “beneficial owner” within
the meaning of the FATF Recommendations. As a cuesee, there are no legal
requirements to take reasonable measures to deterthe natural persons who
ultimately own or control the customer or the parem whose behalf transactions or
services are provided for by financial institutipnsr to understand the ownership and
control structure of the customer.

Similarly, there is no clear provision found, ofganeral application, which requires
financial institutions, with the exception of banks inquire of all clients the purpose
and intended nature of the business relationsiHip.notion of on-going due diligence is
insufficiently embedded in law or regulation. Alsbere is no specific requirement of
general application for financial institutions agsdhe whole financial sector to perform
enhanced due diligence for higher risk categorfesustomer, business relationship or
transaction.

There are no general legal or regulatory provisamalicable to the entire financial and
non-financial sector covering the requirements etc&®nmendation 6 on politically
exposed persons.

The AML Law is silent on the issue of correspondbabking relationships and the

references to this issue in the NBM'’s regulationd eecommendations do not address
the requirements of Recommendation 7.

11



21.

22.

23.

24,

25.

26.

27.

Moldova has not implemented Recommendation 8 thra@rgorceable means. Despite
the existence of a general requirement for banksatee internal measures needed to
address the risks related to information technelsgihere are no specific policies and
procedures in place to address specific risks &gsacwith non-face to face business
relationships or transactions.

The provisions of the AML law on bank secrecy asneyally satisfactory and no
practical problems to obtain information from ficgad institutions were reported in
practice, so long as the information and documemet® in fact available.

Moldova’s record-keeping requirements are genenadiy satisfactory. The provisions
of the AML law do not cover the entire transacti@asried out by financial institutions
but exclusively those regarding suspicious andtdéichitransactions. Also, there is no
clear specific legal requirement on the financamatitutions to ensure that information
on customers and on all customer and transact@mrde are available on a timely basis
to competent authorities. Legislative changes aegeired to address issues relevant to
compliance with most requirements of SR.VII.

The current requirements to pay special attentmralt complex and unusual large
transactions, or unusual patters of transactiorsd tlave no apparent or visible
economic or lawful purpose do not adequately mee=HATF standards. Also, there are
no enforceable obligations to examine transactwitis persons from countries that do
not or insufficiently apply FATF recommendationsithwno apparent economic or
visible lawful purpose, and to make written findingvailable to assist competent
authorities nor any mechanism to apply counter-messapart from the automatic
suspicious transaction reporting.

Moldova has put in place a reporting system. ThelLAlEiv requires the institutions
concerned to report transactions likely to be ldhke money laundering and, since
December 2004, suspicious transactions relatedemwrism, although the latter’s
formulation is rather restrictive. A fully compreisve provision should be introduced
by law or regulation requiring financial instituti® to report to the FIU whenever they
suspect or have reasonable grounds to suspedutids are linked or related to, or to
be used for terrorism, terrorist acts or by testdrganisations or those who finance
terrorism, in line with SRIV. The attempted trartgaws are not reported.

Transaction reporting calls for specific forms &ach sector or profession concerned
and the CCCEC is responsible for elaborating amstributing them, thus officially
indicating that the institutions concerned are neglin practice to report transactions.
At the time of the first visit (January 2005), sudonms existed for banks, bureaux de
change, insurance companies, intermediaries isaberities market and notaries.

In general the overall reporting system performasdairly ineffective: the thresholds
for reporting transactions had to be revised agmg leading to an excessive number of
reports, also few suspicious transactions repoet®wnade outside the banking sector,
and the overall figures remained very low. The Hikés not appear to have a policy on
feedback. The CCCEC and the supervisory authorlieege not yet and should be
authorised to provide guidance to the reportingitutgons to assist in improving the

12



28.

29.

30.

31.

quality of STRs submitted. The issue of sanctionshe AML Law in case of non-
compliance with the prohibition of tipping off alseeds clarifying.

The import and export of currency and cheques alaotreeshold of the equivalent of
10.000 £ is subject to mandatory declaration toGastoms. The obligation does not
extend to other bearer negotiable instruments.a¥dmhs of the rules are dealt with by
the Customs, who interact with the CCCEC on suspgitransportations. They
however do not really focus on the detection ahamal assets crossing the border.

As regards internal controls, the situation in lsa@kd bureaux de change is fairly
satisfactory. In the other financial sectors, thelementation of the requirements is not
evidenced by available information. Moldovan fin@hcinstitutions do not have
branches abroad.

The establishment of shell banks is not permittgd tihhe Moldovan legislation.

However, there are no requirements, in law, reguiabr other enforceable means
which oblige financial institutions to discontinuexisting correspondent banking
relationships with shell banks, if any. Also, theige no obligation on financial

institutions to satisfy themselves that respond@mdncial institutions in a foreign

country do not permit their accounts to be usedhs}l banks.

Moldova’s supervisory and oversight system is yaicomplex and raised serious
concerns regarding the allocation of powers anghamsibilities among competent
authorities. The AML Law refers to “authorities ¢aniling the legitimacy of operations
conducted by the financial institutions”. In praeti the FIU carries out onsite
inspections and relies also on checks carried puité sectoral supervisory authorities.
The latter are not listed or named specificallytie AML Law. The information
available did not permit to conclude that the siiesr and the insurance sector’s
supervisory bodies are sufficiently vigilant in nioning all the relevant AML
obligations. Moldova should thus address the varishortcoming in the field of
supervision and monitoring of the whole financiact®r, in particular the explicit
designation of the supervisory bodies, the needafitgquate powers to monitor and
ensure compliance, to ensure full coverage of AMETGaspects in inspections in the
whole financial sector, to put in place supervippmgrammes for AML/CFT purposes
with proper inspection procedures. Also betterisiaal data should be kept by all
supervisory bodies, detailing the nature of AML/C¥Halations detected and penalties
imposed.

4. Preventive measures — Designated Non-Financial&nesses and Professions

32.

A range of Designated Non Financial BusinessesRantessions, are listed in the AML
law: trusts (though it seems that there are nondafdova and it was explained that
these are fiduciary companies performing the fumctif professional participants on
the securities market), agencies providing legalistance — in practice lawyers,
agencies providing notarial assistance, agenciesiging accounting assistance,
agencies providing financial and banking assistapagnbrokers, casinos, clubs with
gambling equipment and other institutions whichamige and set up lotteries and

13



33.

34.

35.

games of chance, and any other natural or legabpewhich concludes transactions
outside of the financial — banking sector.

The main deficiencies that apply in the implemeataf the AML/CFT preventive
measures applicable to financial institutions apglo to the DNFBPs. Moldova has
not yet and should implement Recommendations 5,n@ & fully. Also, the
requirements under the Moldovan legislation doawohply fully with the requirements
set out in Recommendations 11 and 21 regardingtiv@toring of transactions and the
vigilance regarding business relationships andstrations with persons from countries
which do not or insufficiently apply the FATF Recomndations nor to business
relationships with a PEP.

At the time of the visit, the only specific formrf®@NFPBs was for notaries and forms
were being elaborated for casinos and pawnbroReiditional measures are required to
ensure that all DNFPBs comply with their reportotgigations and more outreach and
guidance should be developed for all DNFBPs. Thguirements regarding internal

controls, compliance and audit (R. 16) were notlemgnted. In practice, DNFPBs did

not appear to be adequately supervised and moaiforeAML/CFT purposes.

Although DNFBPs are covered by the AML law, overdiere are major concerns
regarding the level of implementation of effectidsdIL/CFT measures by the non-
financial businesses and professions and theirl lev@wareness and commitment.
Moldova should urgently address this issue. Edfare needed to be made to raise the
AML/CFT awareness within the non-financial sectespecially through sectoral and
practical guidelines.

5. Legal persons and Arrangements & Non-Profit Orgaisations

36.

37.

38.

39.

There are several types of legal persons in Mold@aanmercial companies, co-
operatives, State and municipal enterprises anecoommercial organisations.

Registration of all legal entities has been greattdernised with the creation, in 2001,
of the State Registration Chamber in the Departeénihformation Technology, and

the introduction of computerised central registdraatural and legal persons to which
relevant administrative departments and agenciaslufling the supervisory and

monitoring bodies and the CCCEC) have timely access

The main weaknesses observed derive from theHatthe State Registration Chamber
and the Licensing Chamber perform to a certain réxée verification of investors’
histories on the basis of the information availatdethem (Interpol, the Moldovan
police), but they lack the means to check the origfi funds, especially in cases of
increases in capital, where the Registration Chansbeoncerned. Moreover, account
auditing obligations are limited (they apply ontya few financial firms such as banks).

There are three legal forms in which non-commeroigjanisations can operate in
Moldova: associations, foundations and institutiortee Ministry of Justice is currently
in charge of registering the public and philantlicopssociations and exercises the
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40.

41.

control over the compliance of the association’svaies with the purpose and the
provision in its statutes. The Service of Cults emthe Government registers religious
associations. The financial and fiscal authoriggsrcise the control over the course of
income, expenditure, payment of taxes and otheanfiral activities and the
Prosecutor’s Offices supervise the compliance dlipassociations’ activities with the
Constitution and existing legislation in force. TBGECEC has the authority, under the
Act on the CCCEC, to perform specialised audits pablic associations and
foundations aimed at detecting misuse of colletieds under their control.

Moldova has not carried out a comprehensive fomenew of the laws and regulations
that relate to NPOs that could be abused for tenfiing of terrorism, nor any analysis
of the TF threats posed by this sector. No infaitomawas provided with regard to
effective supervision or monitoring of the NPOs. egards the specific investigative
and information gathering approaches, as well aiap procedures to respond to
international requests related to NPOs, no measuees place.

Moldova should implement adequate measures in lvith the international
requirements regarding legal persons, arrangena@atson-profit organisations.

6. National and International Co-operation

42.

43.

44.

45.

There are a number of inter-institutional agreemetd working parties in place in
Moldova. However, the differences of opinion ancklaf precision frequently observed
during the visit suggested that there is still rofon improvement as regards co-
operation and co-ordination mechanisms. Dialogué Wie non-banking private sector
should also be developed rapidly.

Moldova ratified the Vienna Convention on 15 Decemid995 and the Palermo
Convention after the on-site visit. The Internaéib@onvention for the Suppression of
the Financing of Terrorism was ratified in 2002ftwiwo declarations. Certain aspects
of the ML and FT offences, as well as the scope application of the provisions
regarding provisional measures and confiscationl nede addressed in order to ensure
an effective implementation of the internationaln@entions. The implementation of
UN resolutions 1267 and 1373 is deficient.

As regards mutual legal assistance, there are dioaitions of the existence of legal
obstacles jeopardising the system, nor of particptablems with the execution of
requests. The legal grounds for refusal are fourad@bno specific problems or undue
obstacles have been reported. In theory, therstdiréhe domestic weaknesses already
observed such as the controversy on the use ofa$peeestigation methods in mutual
assistance procedures and the absence afdigdbrate criminal liability.

Moldova has ratified the Council of Europe Convention Extradition and its two
protocols. Extradition is based in accordance \mitateral and multilateral treaties to
which Moldova is a Party or on the basis of redtsowhere such an agreement does
not exist. There are no reports of unreasonabkeydeh the procedure. The extradition
system does not seem to pose problems though tle d& detailed statistical
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46.

information makes it difficult to ascertain fullytv the system works, whether or not in
the AML/CFT context.

As for other forms of international co-operatiorapg in the framework enabling
financial supervisory bodies to exchange infornratend cooperate with foreign
counterparts need to be addressed. As part ofetinéorcement of its organisational
autonomy, the OPCML should also be able to exchamigemation directly with its
foreign counterparts and if possible, have the pawenter into agreements directly for
this purpose.

7. Other issues

47.

48.

The report raises a number of serious concernsdiagathe inadequacy of the legal
AML/CFT requirements to combat money laundering &dorist financing with the
FATF standards and the effectiveness of the AML/Gk3tem in place. This calls for a
concerned and clearly co-ordinated national styateg AML/CFT matters, involving
all the different supervisory and monitoring autties and agencies, and as far as
possible, the private sector.

Stepping up the effort against corruption shoubakmain a priority, in particular on

the part of the various authorities and supervidmglies involved in efforts to tackle
money laundering and the financing of terrorism.
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[ll. MUTUAL EVALUATION REPORT

1 GENERAL INFORMATION

1.1 General information on the Republic of Moldova andits economy

1.

The Republic of Moldova is located in south-easteunope, bordered by Ukraine to
the north and west and Romania to the south andWéth Romania’s accession to the
European Union (EU) in January 2007, Moldova becgrad of the EU’ Eastern
border. It has a land area 88 800 kmi and a population of 4.205.747 in 2005.
Moldova was ranked 115in the 2005 Human Development Report, with a Human
Development Index (HDI) value of 0.733, an adulerticy rate of 99.1% and life
expectancy at birth of 67.8 years. The nationatenay is the Moldovan Leu (MDL),
EUR 1 was equal to approximately MDL 15 at the twh¢he first on-site visit.

Moldova is a parliamentary republic and a unitaates which gained its independence
from the Soviet Union on 27 August 1991. It adopsedew Constitution on 29 July
1994 (in force 27 August 1994), which replaceddlteSoviet constitution of 1979 and
established a system of governance that is a camgeobetween a presidential and
prime-ministerial system. The Constitution providleat the Parliament is the supreme
representative organ and the single legislativaaity of the State. The Parliament is
unicameral, comprising 101 members elected by wusalesuffrage. The President is
directly elected by the Parliament for a four-ygam and is eligible for re-election. He
is both the Head of State and the Commander-irf-abfiethe armed forces. His
legislative and executive powers include the rightinitiate legislation, promulgate
legislative acts and regulations, conduct negetigtiand conclude international treaties
in the name of the countrfhe Government consists of a prime-minister, videne-
ministers, ministers, and other members. It is oasjple for proposing and
implementing the domestic and foreign policy of 8tate and for exercising control
over public administration.

In January 1992, Moldova became a member statbeofCSCE (OSCE after 1995)
and was also admitted to the United Nations in Matthe same year. It joined the
Council of Europe on 13 July 1995. Its relationthvthe European Union are based on
a Partnership and Cooperation Agreement (in foiceesJuly 1998) and on the
European Neighbourhood Policy, which is implementebugh the EU-Moldova
Action Plan (adopted in February 2005 for a timetfesof 3 years).

Moldova’'s legislative acts comprise the Constittiat the top of the hierarchy,
constitutional laws, organic laws and ordinary lawaternational treaties and
conventions regarding human rights to which Mold@va party overrule its national
laws, pursuant to article 4 of the ConstitutionbStatutory normative acts include
decrees issued by the President of the RepublMadfiova, Government’s decisions
and orders, and other normative acts of state a&gnthese normative acts acquire
legal effect and are considered official only afteey are published in the Official
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Monitor of the Republic of Moldova. They take effesther on their publication date
or on the date mentioned in the text.

The Moldovan legal system has been categorised lagah system in the civil law
family, mixed with Germanic features. Since 2008 judicial system is divided into
three branches: ordinary courts (46 district andigipal courts), Courts of Appeal (5)
and the Supreme Court. The Supreme Court is tHeekigcourt in the judicial system,
acting as a court of cassation and performing ersdinary review of judicial decisions.
It also exercises jurisdiction as a first instagoert in certain cases, mainly criminal
cases against high officials and judges. Thereatse specialised courts which have
jurisdiction over limited categories of cases (Emmit Court of Appeal, Circuit
Economic Court, Military Court). Most judges (muipial/district courts, courts of
appeals, economic and military courts) are appdibiethe President, on the proposal
of the Superior Council of Magistracy. Judges whsspthe entrance exam are initially
appointed for a five-year term, after which theyymiae reappointed until the
mandatory retirement age (65 years). The judgabefSupreme Court of Justice are
appointed by the Parliament, on the proposal oSilngerior Council of Magistracy.

The Constitutional Court, which was created in 1993ormally outside the judiciary.
Upon request, the Constitutional Court interpréts Constitution and rules on the
constitutionality of the Parliament's laws and dexis, the decrees of the President of
the Republic of Moldova and the acts of the Goveanimlt issues advisory opinions,
decisions and delivers judgments which are final.

Both the Constitution and the Law on the Court &ystof 1995 provide that the
judicial system must be independent of the exeeuwdind the legislative branches. The
reform of the judiciary remains a priority of theoMovan government, in particular as
regards increasing the independence of judges amgkequtors, ensuring access to
justice and enforcing court decisions.

The public administration comprises central andaladministrations. According to
the Law no. 764-XV of 27 December 2001 on the adstrismive and geographical
organisation of the Republic, the territory of Mol is divided into 32 counties
(“raioane”), 3 municipalities and 2 territorial @r@s, one of which is autonomous.

As noted in the previous report, Moldova exercisesauthority over a part of its
territory to the east of the River Dniestr/Nistwhich seceded in 1991 and has
subsequently established its own institutions, udirlg a constitution, parliament,
president, army, customs, though these have net tEmgnised by the international
community. In spite of Transnistria’s small siz&%4d of the territory and 17% of the
population), most Moldovan industry is located Hmatt region. After the end of
hostilities, the 1992 agreements under internatienspices stipulated freedom of
movement of persons, goods and capital. Followinmg@od of uncertainty, so-called
“flying customs officials” operated in the terrijorcontrolled by the Moldovan
authorities, but these have now been abolished. edexy Transnistria has imposed
significant and dissuasive import taxes. Severadges to whom the evaluation team
spoke said that the Transnistria problem contintee@ncourage criminal activities
based in or transiting through the region, paréidyl smuggling and trafficking. This

18



renders Moldova vulnerable to smuggling from araasgh which there is no frontier
for the purposes of capital and goods of doubtiigie. The country's anti-money
laundering system does not apply to Transnistribickv makes the latter's banks
(several of which were unlicensed at the time & thist on-site visit) and other
institutions vulnerable to laundering activitieS.he National Bank of Moldova has
taken energetic measures since 2002 to inform aibentries - bank supervisory and
anti-laundering institutions, and non-banking ingions providing bank transfer
services — of the situation and has requestedramer of occasions the cessation of
banking relations with Transnistria. Certain bamksAustria, the Netherlands and
Russia still maintained relations at the time dof first on-site visit, despite regular
letters from the National Bank and allegations tbaminal funds formed part of
regular transfers to and from Transnitrisloldova has since asked for international
support to resolve this problem and inform inteiova! opinion of the danger.

10. Moldova is a low-income country with a gross nadibimcome per capita of $ 880 in
2005 (GNI Atlas method, 2005). Moldova’s transitiora market economy system was
marked by a particularly prolonged and deep reoasst has often been cited as the
poorest country in Europethough the economy has started to grow in regeats.
The country recorded its sixth consecutive yegpasitive GDP growth in 2005, with
year-end real GDP growth of 7.1%. The Moldovan eocoy continues to rely greatly
on remittances sent from Moldovans working abr@estording to official statistics of
the National Bank of Moldova (NBM), the overall &hin 2005 is estimated at US$
900 million which represents close to 30% of MoldovGDP. The national poverty
rate has dropped from 73% in 1999 to 29% in 200& dnemployment rate amounted
to 7.3% in 2005. The country remains to a largemxa cash based economy.

11. Moldova’s social-economic indicators are as follows

Social-economic indicators 2000 2001 2002 2003 2004 2005
GDP growth rate, % 2.1 6.1 7.8 6.3 7.3 7.1
Unemployment rate, % 8.5 7.3 6.8 7.9 8.1 7.3
Inflation rate, end of year, % 18.4 6.3 4.4 15.7 12.5 10.0

Poverty incidence, % national37 8 54.6 40.4 290.0 26.5 29.1
poverty line ' ' ' . | .

Work remittances, % of GDP 13.8 16.4 19.4 24.2 27.0 30.6

Annual inflow of foreign direc
investment, % of GDP 9.8 6.9 8.0 4.0 5.5 7.0

Source2006 National Human Development Report

12. Moldova's economic situation may go some way tdaxhe scale of corruption. In
the Corruption Perceptions Index published by Tpamsncy International, Moldova
was ranked 88(scoring 2.9 out of 10) in 2005 and™7@&coring 3.2 out of 10) in 2006.

2 Information was provided that since then, thewafé Austrian and Dutch financial institutions Hadminated
these relations.

3 For information, the average monthly wage of an leyge in the national economy in 2005 amounted to
MDL 1318.7 (approx. € 87). Source: Annual Reporthaf National Bank of Moldova, 2005.
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Moldova has been a member of the Group of Stat@sstgCorruption (GRECO) since
28 June 2001. It ratified the Council of Europe n@inal Law Convention on
Corruption in January 2004 and the Civil Law Corti@m on Corruption in March
2004. It signed the United Nations Convention agfafDorruption on 28 September
2004. A series of national measures have been takéme Government to address this
problem:

- adoption of an anti-corruption law in June 1996;

- in 1999, adoption of a national programme to condsahe, corruption and
nepotism over the period 1999-2002 (followed bynailar programme for the
period 2003-2005);

- set up of specialist anti-corruption sections ie tfolice and prosecutor's
office;

- in 2001, establishment of an anti-corruption cowmation council responsible
to the President;

- in 2002, establishment of the Centre for Combatimpnomic Crimes and
Corruption (CCCEC), a special section of which aets the Financial
Intelligence Unit;

- in 2002, adoption of the Act no. 1264-XV on the @eation and Monitoring
of the Income and Assets of State Dignitaries, dadgrosecutors, Public
servants and certain Persons holding Manageriéti&os

- in 2004, adoption of a National Strategy for Préis®nand Combating of
Corruption in the Republic of Moldova (DecisionRédrliament no. 421-XV of
16" December 2004), followed by three consecutive diti Plans to
implement the Strategy (2005, 2006, 2007-2009).

13. The Moldova section of Transparency Internatiomal the CCCEC have done much
to document the extent of corruption. An internamorandum on the CCCEC's 2004
activities presented to tHest evaluation team onsite shows that it had tued 654
criminal actions, more than half of which (369 &seoncerned corruption. It should
be stressed that Moldova defines corruption veoadly, which is to be welcomed. It
is not confined to giving or receiving bribes buscaincludes misappropriation of
assets, misuse and abuse of authority, negligemaie exercise of public duties,
forging public documents and so on. Of 515 casesitated by the CCCEC since its
inception in 2002, 249 were passed to the judi@athorities and 253 were
discontinued because the time-limit had been exaked on account of an amnesty
(particularly in connection with the coming intorée in 2003 of the new Criminal
Code). The International Crime Department of théicRodealt with 245 corruption
cases in 2004 (including 40 concerning the customig)in its area of responsibility
that is linked to international crime.

14. Nevertheless, Moldova's efforts continue to be uméeed by organisational
problems. Several of the departments visited byfitheevaluation team suffered from
a lack of resources. Moreover, the first directbthe CCCEC had had to be replaced
in April 2004 for reasons that the first evaluatteam was unable to determitne

“They were told after the visit that the Governmiead held the director responsible for his inabititysettle a
problem connected with the underground economytla@dmportation of cereals.
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15.

16.

17.

18.

19.

The first evaluation team found that the AML/CFTtate was not yet well developed
in the institutions and bodies covered by the @i¢\preventive provisions, with the
exception of the banking system. Some of the psrsoet on site found it difficult to
express an opinion on these subjects.

The anti-money laundering legislation dated fromvé&mber 2001 and various
significant changes might have impeded the devedopnof such a culture. The
provisions criminalising money laundering were aadinced only in September 2002
and were modified shortly after the new CriminaldEaame into force in June 2003.
In November 2001 a special section of the Publas@cutor’'s Office took on the role
of financial intelligence unit but this function waransferred in May 2003 to the
CCCEC, which established a special department Hat purpose. The Prosecutor's
Office therefore had very little time to establithcredibility, to develop relations with
the institutions/agencies covered by the AML lidien and to make them aware of
their obligations. Some continuity was providedtly fact that the prosecutor's section
already benefited from the support of staff secdniole the CCCEC, which took over
cases already under way.

Of all the entities covered by the legislation, tlenking sector is currently the most
affected by AML/CFT issues. Under special reguladiaating from 1996, the banks
have had a duty to report suspicious transactiemsn( though the legislation was not
applied in practice, as the second cycle reporthasiged). Also, certain categories of
the entities covered by the anti-money launder@ggslation did not appear to be really
concerned by it in practice, pending the issuindin$tructions” by the CCCEC. As
long as the authority responsible for AML activitibas not issued special instructions
making the legislation applicable to a specifictseaor the specific form for reporting
transactions, that sector is deemed not to be edvekt the time of the visit, forms
existed for banks, solicitors/notaridsyreaux de changéncluding ones in hotels),
insurance companies and intermediaries in the giesumarket.

The lack of material resources continues to hawegor effect on the development of
an AML/CFT culture. Apart from the AML Law and rdgtions mainly emanating

from the National Bank, the only publication avhl& is a practical guide on

suspicious transactions produced by the CCCEC @4 2(on the initiative of its anti-

money laundering office. The guide describes motayndering, the applicable

legislation and the FATF Recommendations, expldhms "know your customer”

principle and publishes a list of indicators of @usus transactions. These mainly
concern the financial sector, though also, to ade&xtent, the non-financial sector.
The publication was made possible with internatidimancial support.

In recent years various steps have been takerctease transparency but once again
financial resources are a crucial element in angngit to ensure the visibility and
transparency of the authorities' activities. Theasuges already mentioned in the
previous mutual evaluation report included the ldighment, in 1999, of a licensing
authority and its near monopoly since late 200tespect of the issuing of licences,
using objective and transparent criteria. Thesdyajgp37 types of activity and have
helped put an end to certain opportunities forugation and cronyism, such as those
which occurred when various authorities and mir@stexercised these competences.
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20.

21.

22.

Since 2000, the newly created Information Technplddepartment has been

responsible for the registration of legal persomsl ahe production of official

documents, such as identity documents, as welloastiie management of other
ministries’ data bases, for example customs datgpaysons entering and leaving
Moldovan territory, the Ministry of Internal Affasl record of Moldovan registered
vehicles and the state tax authority's registéaxéds paid.

Transparency within the judicial system remainsracial issue. The courts are
considered to be vulnerable to corruption, thougdre are other connected problems,
such as shortage of resources and premises (soiharad — less and less frequently -
criminal hearings are held in the judge's offictearings are not always notified, the
Judicial Services Commission is apparently inopegatand so on. An NGO,
established in 2000, the Centre for the Analysisl &revention of Corruption
(www.capc.mgl, which is particularly concerned with judicial teities and
transparency.

In 2002, Moldova revised its system for recruitipgblic officials to make it more
objective and ensure that the applicants had moirwal record. Codes of conduct have
been put in place for judges and prosecutors (sk®), accountants and auditors
(adopted in March 2001, in force in January 200)yers (20 December 2002) and
the police (since 2003 and subsequently in May 2006

In the context of transparency, the first evaluat®am had a number of difficulties in
obtaining information, including on laundering asettors at risk.

1.2 General situation regarding money laundering and tle financing of terrorism

23.

24,

25.

The first evaluation team found it difficult to @l a clear picture of the scale of the
money laundering problem in Moldova, its charastérs and trends.

It appears that money laundering is widespreadra<rimes that typically generate
proceeds, such as smuggling of goods and pergansl, tax evasion and corruption.

The following information was supplied in the queshaire:

* Under the new powers and responsibilities granteid ity the AML
Law, the CCCEC examined 1031 "suspicious cases20@3 and
1804 in the first nine months of 2004. This is ear less the
number of suspicious transactions recorded in #idetin section
3.7.1, not including reports relating to Transnmastr86% of the
transactions carried out by natural persons andriegh as suspicious
are cash transactions.

® It has been reorganised within the Ministry ofolmhation Development.
Three or four years ago it was rumoured that persmuld purchase their freedom in the judge's effat a
cost of € 1 000 per year of the term of imprisontrienwhich they were liable.
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26.

27.

28.

29.

* 4 criminal prosecutions for money laundering wexrenched in the
same period, involving an estimated MDL 5 milliomdre than
€330 000).

« 11 laundering investigations were also initiatedlonbasis of related
offences.

* The laundering methods used appear to vary. Incpéat, they were
said to involve ghost or fictitious companies, with real activity.
Such methods have evolved since the introductidgheoAML law of
2001. The list of at-risk sectors and the perceiseeé of the risks
also appear to vary.

In the absence of detailed information, the fikgtlaation team raised questions onsite.
It was indicated to them that money laundering didt have any particular
characteristics in Moldova. The CCCEC's analysid famecasting department, which
was presented as being responsible for analysiegnthin trends in laundering,
informed the team that laundering was carried sutgicash transactions, international
transfers (for the purposes of concealment), ban#t forgery and off-shore companies
operating in Moldova, including ones with Moldovaeneficiaries. In 2004, seven
such companies were prohibited from operating inddea. The examiners were also
informed that in 2002-2003, 130 criminal investigas were opened into persons with
interests in such so-called ghost companies. Tassdiso led to the introduction of
"pseudo-entrepreneurial activity" as a criminakatte in the Moldovan Criminal Code.
In 2004, the CCCEC conducted a number of field aj@ns, as a result of which it
identified 750 accounts belonging to such compafibss led to confiscations (MDL 5
millions), the identification of two criminal orgesations which were using these
companies to launder their funds and two crimimalestigations, one of which has
come before the courts.

Turning to other sectors and techniques, the tea® told that the property sector
represented a moderate risk, and that the reinesstraf criminal proceeds into
legitimate commercial undertakings did occur buswaarginal compared to the use of
off-shore and ghost companies.

The customs service thought that credit transfes @edit cards were being used
increasingly for the international transfer of fireceeds of crime.

The Ministry of Finance, via its inspectorate rasgible for supervising the insurance
industry and pension funds, considered that sin@@9-2000, given the fact that
insurance companies work with non-residents, there been reason to suspect a
number of criminal activities. There did not seenhave been any studies carried out
(at least to the inspectorate's knowledge), despéeapparent risk that in the field of
offshore reinsurance, Moldovan insurers could bexdhmansit insurers”. It was
acknowledged that many operations in this areable®th deliberately split up to avoid
the declaration obligation under the rules govegnimaximum permissible undeclared
transactions. The new and higher ceilings shoullidathe need for some of this in
future. The CCCEC has also started several invstigs in the insurance and
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30.

31.

32.

reinsurance sectors that it has not been ablemplete because of lack of co-operation
from equivalent departments in other countries.

The following data provide an overview of seriodfences recorded in Moldova and
the scale of the illegal proceeds/profits for categs of offences considered to be the
main sources of criminal income.

Number of recorded cases

Year Drug sales Smuggling Tax evasion Trafficking in
human beings

2000 1427 132 119

2001 1556 115 103 23
2002 2140 76 100 28
2003 2099 91 111 25
2004 2113 104 114 52
2005 2106 579 125 246
2006 2101 611 142 248

Quantities and amounts concerned (in MDL)

Year Drugs Tobacco | Smuggling | Alcohol smuggling | Tax evasion
smuggling | of (MDL millions) (MDL
(MDL petroleum millions)
millions) products
(MDL
millions)
2001 1031g 53 63 28 139
2002 1070¢g 49 58 33 148
2003 1200¢g 47 61 30.5 141
2004 1119¢g 49 65 31 143
2005 1038 43.5 57 29 145
2006 1011 41 52 23 143

The figures on the number of offences and the sowwdved are surprisingly constant.
This may reflect the persistence of certain prolslel@spite the authorities' efforts and
the difficulty the latter experience in dealing kvthese problems. This may also be a
consequence of the situation in Transnistria.

With regard to CFT activities, immediately afteethi” September terrorist attacks,
Moldova responded rapidly to the need for checkspossible sources of terrorist
funding. On 27 September 2001, after consideringeort by the director of the
Information and and Security Service, the Parliandecided that Moldova should join
international anti-terrorist efforts, including nse@es to counter terrorist financing. In
particular, it resolved to introduce the neces$aggl reforms, strengthen the protection
of its vital installations and surveillance of ftentiers, and call on its media not to
contribute to xenophobia and encourage discrinonatiin December 2001, the
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1.3

relevant organs of the Ministry of Finance, in eaorgtion with the Ministry of Foreign
Affairs, concluded that no terrorist funds or fical transactions had been observed in
Moldova. Relevant responsibilities for preventivedaenforcement activities were
allocated (see the extract from the minutes of rtreeting on 4 December 2001 in
Annex lll). In October 2001, the Parliament adoptev no. 539-XV on fighting
against terrorism. A number of significant stepgeviaken to amend the legislation.
Article 279 of the 2003 Criminal Code makes tesbfinancing a criminal offence and
the AML legislation was amended on 24 December 20@ktend its scope to terrorist
financing (thus becoming the Law on the Prevent@nd Repression of Money
Laundering and the Financing of Terrorism — AML LawAnnex IlIl). At the time of
the first on-site visit, few steps had been takenekplain the new anti-terrorist
dimension of the new law. They mainly concerned suess taken by the National
Bank, such as changes to regulations, new reconatiend to banks and the
organisation of two seminars for banks. Certainkbamave since made a practice of
contacting the special section of the CCCEC tofasknformation or clarification. The
Moldovan authorities acknowledged that effortsrtiement the CFT dimension are
still modest, but considered that they are beingldgped.

Overview of the financial sector and designated nefinancial businesses and
professions

a) The Financial Sector

Financial and credit establishments deaux de change

16 banks:licensed and supervised by the National Bank ofdieha (15 as of January
2006);

244 bureaux de changdghese must be linked to a bank, via an agreenaemnt,are
licensed and monitored by the National Bank; a mahber of them are managed by
hotels, in which case they are not allowed to pasetforeign currency;

170 peoples’ savings and loans associatiotiey grant loans from deposits made by
their members, but do not receive the savings leérandividuals or legal persons. By
their nature they are not covered by the legishato financial institutions. These
associations are largely based in rural afet®er than one in ChisinpuMost recent
information shows that the sector represented 9@vers with a total of
MDL 7.9 million of funds. The average deposit wa®M6000 (€400). With assets
valued at MDL 310 millions, the sector accounts ¥@% of the assets of Moldova's
financial sector. It is supervised by the MinistfyFinance.

As yet, there are no pension funds in Moldova. Téweyprovided for in legislation but
there are no implementing regulations to allow Suctds to be established.

The securities sector

33. The Stock Exchange of Moldova (SEM) was establishedecember 1994 under the

Law on securities circulation and stock exchanges @mmenced operation in June
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34.

35.

36.

37.

38.

1995 The market is very modest in size: the total vali¢ransactions in 2003 was
MDL 825.9 million (about € 56 million). Of this tak foreign investors accounted for
MDL 378 million of purchases and MDL 215 million shles. The total value of
transactions in 2006 was MDL 343 million (aboutZ&million).

Operators are licensed and supervised by the Ndt®ecurities Commission (NSC).
In 2005, there were 75 professional participanesrajing on the securities market (73
in 2006), as mentioned below :

2005 2006
independent recorders 14 14
brokerage companies 22 22
investment funds 19 6

(of which at the time of thérst visit 13
were being wound up because |of
insufficient net assets or guarantee funds,
or because they were being reorganised
into the new form required by the law)

underwriting 1 -
companies
fiduciary 12 12
administrators (including 6 which manage assets of

investments funds)
depositories of 5 5
investment funds
audit companies 6 6
companies responsible 5 5
for valuing securities
dealer companies 1 1
self-regulatory 1 0

organisation

According to the National Securities Commission])yothe first two categories,
independent recorders and brokers, together wehnttional depository/register and
the securities exchange are covered by the AML LAadixthe operators are national.

The evaluation team was told that there were noebasacurities.

About 800 companies are registered on the securéiehange, and about 30 are
quoted. Some of the clientele are of foreign oritput their numbers are unknown and
there was no information available at the timehef visit on their origir)

Insider dealing is not an offence under Moldovan &nd such cases would be dealt
with in the civil courts. Measures do exist to et such risks. The activities of
persons with privileged information are regulated ¢hey must complete a procedure
similar to an invitation to tender if they wish poirchase 5% or more of a company's
capital.

" The team was informed after the visit that up-atednformation was kept.
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Insurance sector

39.

40.

41.

The activities of insurance organisations are goee@by Law no. 1508-XIl of 15 June
1993. Insurance activities can be performed onlytlem basis of a licence. The
insurance act provides for the following categaries

a) personal insurance (including life insurance, maidigension),

b) property insurance,

c) third party liability insurance.

The insurance organisations are licensed by a kingnrAgency and supervised by the
Ministry of Finance (the State Inspectorate forgbpervision of the insurance industry
and pension funds — ISSA). According to the Insceabhaw, ISSA has the right to

suspend or limit the scope of a licence and to keva licence for violation of the

legislation, of insurance activities or violatiohather economic and financial activities
which affect the solvency of an insurance companwaell as in case of non-activity of
the insurance company within 1 year from the grentf the licence.

The insurance sector is relatively small. In 200&imprised 32 companies according
to the Registration Office of the Department ofoimhation Technology (compared
with 50 in 2004, before capital requirements wex@eased to reduce the number and

rationalise the market); 33 in 2006.

Evolution of the insurance sector for 2003-2006 (million MDL)

o28%.8
BT54 2003
i 2004
2005
02006
T o33 & 2007 {proanoza)

0O558,%

Source: All Moldova (based on data from the Statgpéctorate for the supervision of the insurance
industry and pension funds)

42. Insurance companies are mainly owned by commeeai@rprises and individuals and

5 () are partially owned by banks. The minimum tapior insurance companies is
MLD 2 million (approx. € 133.333)

43. Ninety percent of insurance companies specialisaator vehicle insurance while the

remainder have a general remit. The life insuranaeket is very small but expanding;
in 2005 only 3 companies actively provided lifeurence. The evolution of the life
insurance market over 2003-2006 in MDL millionsndicated below:
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Source: All Moldova (based on data from the Statgpéctorate for the supervision of the insurance
industry and pension funds)

44. In December 2006, a new insurance law was adoptaw (no. 407-XVI of 21
December 2006, in force 7 April 2007) which regsiteat within a 5-year period from
its entry into force, insurance organisations shehg their activities into compliance
with the new requirements (such as the minimum amsofor the share capital), re-
organise themselves in open joint stock compamescamply with the limitations on
reinsurance with non-resident insurers. With these requirements, the number of
operating insurance companies is expected to detrea

b) Designated non-financial businesses and professi (DNFBPS)

45. DNFBPs are listed in the AML Law, under sub-pargbsab) and c) of the definition
of organisations carrying out financial operatidassentially, they comprise:

» Trusts:though the term is used in the English translatbthe AML Law, it was
explained that these are fiduciary companies wlamsiities are governed by the
provisions of the Civil Code (articles 1053-106@he Law no. 199-XV of 18
November 1998 regarding the securities market clartB6) and the National
Securities Commission’s Decision no. 29/4 of 16eJ@005 regarding normative
acts which regulate the activity of fiduciary admtration of investments. At
present there are 4 fiduciary companies which perfihe function of professional
participants on the securities market and whicHoper exclusively the activity of

fiduciary administration of investments.

* agencies providing legal service; practice lawyers (the occupation of legal
counsellor was abolished in 2002)

* agencies providing notarial assistance
* agencies providing accounting assistance

* agencies providing financial and banking assistafthe kind of profession referred
to was not clear, but for the financial aspecty e likely to be auditors)
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1.4

46.

47.

e “any other natural person or legal entity who, by/her/its actions, concludes

transactions outside the financial and banking ey#t this is a catch-all provision
which potentially applies to any commercial activitn particular, this category
includes pawnbrokers: 15 companies representintphdf 50 to 60 operators.

» casinosthere are 5 (7 before recent mergers) operatingagios.

» "leisure centres having gambling equipment, insting which organise and set up

lotteries or games of chante65 licences have been issued to operate gaming
machines; data for other activities are not knoduriqg the visit, reference was
made to numbers lotteries and instant returnsrieteand betting firms). There is a
Moldovan National Lottery, affiliated to the/orld Lottery Associatiorand the
European State Lotteries and Toto Association

Overview of commercial laws and mechanisms governin legal persons and
arrangements

The Civil Code (Law no. 1107-XV of 6 June 2002)ssetit the basic rules for the
establishment of a legal person, which is definedaa “organisation with its own
assets, which is liable for its obligations to thdent of its assets, which can acquire
and exercise pecuniary rights and personal nonm@agurights in its own name, enter
into obligations and be either a plaintiff or dedant in court”. The Civil Code refers to
the following types of legal persons: commerciainpanies, co-operatives, State and
municipal enterprises and non-commercial orgarueati There are 3 forms of non-
commercial organisations: associations, foundatsinstitutions.

The activities and registration of companies amnarily regulated by three main acts,
which have been amended several times: the Lawntarises and entrepreneurship
(Law no. 845-XIl of 3 January 1992 as amended),Lifi on joint stock companies
(Law no. 1134-XIll of 2 April 1997) and the Goverental decision no. 500 on
companies regulation (10 October 1991). Article df3the Law on enterprises and
entrepreneurship enumerates the following legatsires:

a) individual company,

b) general partnership,

c) limited partnership,

d) limited liability company,

e) joint stock company,

f)  production co-operatives,

g) lease company,

h) State company,

i) and municipal company.

The first three are companies without legal perktynahe six other are companies with
legal personality. The main difference between éhesmpanies and companies with
legal personality is the unlimited liability of faders/associates for obligations accepted
by the company. The Law also provides for the cibor$ for forming a company, the
content of the incorporation documents, the prooesiufor registration and re-
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48.

49.

50.

51.

registration of commercial companies, and the mbeslfor the termination of a
company’s activity through liquidation and restuwratg.

The most widespread forms in Moldova are joint staed limited liability companies.
Banks can only be registered as joint stock congsariccording to the State Register
of Enterprises and Organisations Data, as of 16/2ct2006, 130 622 companies were
registered, including:

e 62 971 individual companies;

» 53565 limited liability companies;

» 5092 joint stock companies;

e 4374 cooperatives (production  cooperatives, consume

cooperatives, enterprise cooperatives)

» 1124 state enterprises;

* 433 municipal enterprises;

» 285 non-commercial organisations

» 938 others (collective companies, limited comparaes! others)

In 2002, one company in two ceased trading witbssIthan a year of its existence.
The number of companies has increased significari&0%) since 2004, reflecting
what is considered to be a favourable businessatdimSome 120 000 entities have
been registered as economic operators, 3800 of tieemg of foreign origin or foreign-
owned. One founder may establish several companies.

The State Registration Chamber was establishe@94 Within the Ministry of Justice
by a presidential decree. In October 2000, the baw1265-XIV related to the state
registration of companies and organisations waptadoby the Parliament, setting out
the registration procedures and establishing treteSRegister of Enterprises and
Organisations Data. Through Law no. 417-XV of 26/ 2001, the State Registration
Chamber was transferred to the Ministry of Infonm@atDevelopment. It is responsible
for registering all legal persons and provides @fgoint for all relevant information
and files. The registration process has been madetncentralised and speeded up. It
now takes about ten days to complete all the fatresl The establishment under the
information technology department of a modern tegioof all those concerned
facilitates the precise identification of those mitting declarations, investors and so
on and the detection of the false identity inforimatoccasionally presented. The
Chamber checks applicants' criminal records, winexaessary using Interpol records.
However, it is not concerned with any subsequerte@ses in capital, which it
maintains is the responsibility of the commerciahks (at the time when the funds are
deposited in a temporary account with a view tastegng the company's capital).
Sectoral supervisory bodies monitor increases pit&iain their respective spheres of
responsibility: the National Bank for banks, thetibiaal Securities Commission for
other registered public companies, and the CCCEGnhited liability companies.

There is a single set of rules governing associatand foundations, both of which are
authorised to make profits. The major distinctiame@erns whether they are registered
as profit making or non-profit making bodies.
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52.

53.

54.

55.

56.

b.

Overview of strategy to prevent money laundering adh terrorist financing
AML/CFT strategies

As noted in section 1.1 in connection with the ARIET culture, the 2001 AML
legislation was widened in December 2004 to inclteteorist financing. The system
for detecting possible laundering operations haseflore been extended to potential
terrorist financing.

The law has a broad definition of the bodies comedrand almost any organisation
carrying out transactions is bound by it. In viefatlee difficulties of applying such an
approach, in practice the CCCEC has to determiiwgifjpgs and decide which bodies
are really concerned. It then draws up special $ofor the corresponding sectors.
These make up what might be termed the core dfithacial sector — bankbureaux
de changeintermediaries in the securities market and iasce companies, together
with notaries.

Naturally, the banking sector is the absolute fisiand receives special attention, not
just from the CCCEC but also from the National Barikis also includes the
prevention of terrorist financing.

Another feature of the approach adopted is the domgdhasis placed on the reporting
of transactions above a particular level and op®isus transactions.

Moldova also makes significant efforts to limit plems concerned with Transnistria,

which is outside the Moldovan authorities' supaovisout has a banking and financial
system with which several countries maintain linkareover, in principle goods and

capital circulate freely between Transnistria atiteo neighbouring countries. At the

boundary between Transnistria and the rest of M@dtemporary customs posts have
been set up to control the flow of goods and ass®ddevy appropriate duties. There is
also strict surveillance of transactions betweean$nistria and the rest of Moldova,

and settlements are made via the National Bandé&giolg house in Tiraspol. According

to the Moldovan authorities, the main threat isgablsy the economic links between the
Transnistrian zone and other countries.

The institutional framework for combating moneyaundering and terrorist

financing

Ministries

57.

Ministry of Finance prepares and implements fiscal policies and letys, prepares
the budget, collects taxation revenues, keeps ¢wvergment’'s accounts and manage
states’ assets, supervises financial matters. dll@nring bodies are answerable to the
Ministry of Finance: the Tax inspectorate, the Ricial Control Department, the State
Inspectorate for the supervision of the insuram#ustry and pension funds, the
Department Responsible for Supervising Savingslarahs Associations. A number of
sections of the Ministry of Finance have superyigesponsibilities with regard to the
insurance and pension fund sectors, savings am lagsociations, games of chance
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58.

59.

60.

61.

62.

and the trade in precious metals. The Ministry @&sercises supervisory powers over
companies and other organisations concerned wibstaln particular, its customs
department monitors the export and import of fareigrrency and securities.

Ministry of Justice is responsible for drafting and elaboration djiséation and co-
ordination of activities regarding the judiciaryfomm. Together with the General
prosecutor’s office, the Ministry of Justice is pessible for the provision of
international legal assistance. In particular, @ald with applications for mutual
assistance drawn up during the trial and execuifgndgment phases and extradition
requests in respect of convicted persons. The Mynisf Justice keeps a register on
international legal assistance requests. It alsasdeith the registration of social-
political organisations and political parties andimtains a State register of legal acts.
It supervises notaries, together with the Coun€ilthe Union of Notaries. It also
maintains a register of licences for lawyers.

Ministry of Internal Affairsis a central body of State administration whinbludes
the Moldovan Police. It is made up of various dioeates, offices, departments which
include among others: the Directorate General famlzating organised crime, the
Directorate General for criminal investigation, fD&ectorate of cross-border and data
processing offences, the Operative DirectorateNd&gonal Central Bureau — Interpol.
The Ministry of Internal Affairs is also listed as“criminal prosecution body” under
article 253 of the Criminal Procedure Code andua$ sit is competent for carrying out
the criminal prosecution of any crime for which tkew does not establish the
competence of other criminal prosecution bodiesfdhis crime is given into its
competence through a prosecutor’s order. It hasatipeal and investigative functions
in the area of anti-terrorism, smuggling, econogrime and is now only involved in
laundering investigations relating to its particularea of competence, that of
international crime

The Ministry of Information Developmenits Registration Chamber Department
manages the centralised data of the various mgsstnd the registration of profit
making and non-profit making entities.

The Ministry of Transport and Telecommunicatiorssthe authority responsible for
the Moldovan Post Office, which is a subject of #mti-money laundering law.

The Ministry of Foreign Affairs:is involved in international co-operation, the
negotiation, signature and ratification of interoaal agreements.

Criminal justice and operational agencies

63.

Public Prosecutor's Office The activities of the Public Prosecutor’'s Offiege
regulated by the Constitution, Parliament’'s decisiegarding the organisation of the
prosecutor's bodies, their residence and territar@mpetences, structure and staff
(decision no. 609- XVI of 1 October 1999) and thenion the Public Prosecutor’s
Office (Law no. 118-XV of 14 March 2003 as amendel)e Public Prosecution in
Moldova is structured as follows:
a) the General Prosecutor’s Office,
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64.

65.

66.

67.

68.

b) the Prosecutor’s Office of Gagauzia,
c) district, municipal and sector offices
d) and other specialised prosecutor’s offices (mifitéransport, anti-corruption).

It performs criminal prosecution, directs and sus&s criminal investigations carried
out by law enforcement agencies. Article 270 of@eninal Procedure Code provides
for the exclusive competence of the Prosecutorfic©for crimes (including money-
laundering) allegedly committed by the Presidergnhers of Parliament, members of
Government, judges, prosecutors, generals, crinpiecution officers.

The General Prosecutor's Office was responsibleefuiorcing the AML law and
performed the core FIU functions until 2003, whkis tompetence was transferred to
the Center for Combating Economic Crimes and Cdioap It is also the authority
responsible for sending out and receiving applicetifor mutual assistance drawn up
during the criminal prosecution phase, includintgradition requests.

The Center for Combating Economic Crimes and Cdiomp (CCCEC): is a
specialised law enforcement body, directly answler&dthe Government, established
through Law no. 1104-XV of 6 June 2002, to comli@dricial and economic crimes,
tax offences and corruption. It is headed by actlireappointed for 4 years by the
Government. It is staffed by prosecutors and otlagr enforcement officers. Its
structure includes the Office for the Preventiod &ontrol of Money Laundering (the
FIU), a general prosecution directorate, a geramsitcorruption directorate, a general
analysis and prognoses directorate, an operatidimattorate, an internal security
directorate, etc. The CCCEC (its specialised amiey laundering section) was
vested with the responsibility of implementing tABML Law, exercising the general
supervision of the AML/CFT process, co-ordinatirignational level the AML/CFT
activities as well as the international co-operatiothis field.

The Office for the Prevention and Control of Morlsgundering (OPCML)is a
specialised unit within the CCCEC. It became theaRcial Intelligence Unit (FIU) in
2003, following the transfer of competencies frohe tspecialised section of the
General Prosecutor’'s Office. Its duties are oudlie the Regulation no. 111 (of 15
September 2003) issued by the Director of the CCCOBCSeptember 2006, a new
regulation was issued, giving the FIU the statdtaroindependent subdivision within
the CCCEC.

Customs serviceis now a body of the public administration whiacludes 17
customs units (6 at the border with Romania, éhatliorder with Ukraine, 1 at the
airport and 4 internal customs offices). Its m&sks include: the elaboration of
customs legislation, the collection of taxes at ffoeder (customs duties, VAT and
excise taxes), combating smuggling and customsnoé® detecting cross-border
transportation of cash and other valuables. It etsdes out its own investigations until
a criminal investigation is opened by the Genermas€cutor’'s Office. The Customs
service maintains a criminal database and a deicardatabase. Moldova is a member
of the World Customs Organisation (1994) and thelw®rade Organisation (2001).
A number of bilateral agreements were signed ardred into force with Armenia,
Azerbaijan, Kyrgyzstan, Belarus, Russia, Lithuarilzbekistan, Romania, Poland,
Bulgaria, Hungary, Italy, Albania, Turkey, Croatighe former Yugoslav republic of
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Macedonia” and Ukraine. On 7 October 2005, a Memdum of Understanding was
signed between the European Commission, Moldova Wkraine launching on 30
November 2005 the European Union Border Assistavission to the Republic of
Moldova and to Ukraine (late November 2005).

69. Information and Security Service (SI$)as established by Law no. 753-XVI of 23
December 1999. It is an intelligence agency, resipte for the organisation of
counter-terrorism activities, including the powerdonduct criminal investigations of
crimes against peace and security of humanityc{astil35-144 of the Criminal Code)
and crimes against state security (articles 337-8ft the Criminal Codé) It is
responsible for collecting operational informatmmeconomic and financial crimes, on
international terrorist organisations and it alsonitors the activity of non-profit
organisations, commercial companies and economisactions with Transnistria. On
13 November 2006 (Government decision no. 1295, Anti-Terror Centre of the SIS
was set up which is the responsible structure deordinating and implementing anti-
terrorism activities of national authorities and émmpiling and analysing information
on the situation, dynamics and trends of terroriésntasks also include the elaboration
of proposals for harmonising the national legalnfeavork in accordance with
Moldova’s international obligations related to ffrevention and fight against terrorism
as well as collaboration with international orgartisns to combat terrorism.

Financial Sector Bodies

70. The National Bank of Moldova (NBMJhe functions of the NBM, which was founded
in 1991 and is regulated by Law no. 548-XI1l of RAily 1995, have not changed since
the second round. The Bank is responsible for sigieg and regulating financial
institutions’ activities (article 44). It is alsesponsible for issuing licences to foreign
exchange bureaux to carry out currency exchangdeitees and for their supervision
through its Exchange Control Directorate. The NB#responsible for prudential
oversight and also for AML/CFT related matters.

71. The National Securities Commission (NSi8)a body of the public administration set
up under Law on the National Securities Commissjbaw no. 192-XIV of 12
November 1998) which regulates, supervises and torsnihe securities market and
industry. Its main tasks are:

- organisation and implementation of the securitieskat development policy,
- regulating, supervising and monitoring the seasitharket,
- protecting the rights of investors and public,
- informing securities owners and the public on symotd demand, issuance
and circulation of securities,
- determining the standards for the professionalvities on the securities
market.
The NSC is responsible for issuing licences for rafes and self-regulating
organisations on the securities market; it is negliby law to ensure the transparency

8 Its competence to conduct criminal investigatiohthe crimes mentioned above was modified by Lawiv7
- XVI of 22.07.2005 (in force 08.12.2005).

34



72.

73.

of the market and as such is able to impose sasctiti carries out prudential
inspections, including on AML aspects. It repoiitectly to the Parliament.

The Licensing Chambewas established in accordance with the Law Ba-XV of

30 July 2001 on licensing some types of activitad was set up as an administrative
entity by the Government decision no. 1327 of 3 ddelger 2001. The law lists 50
types of activities, including: auditing servicespck exchange activities, insurance,
savings and loans associations, pawnbroking, deatinprecious stones and metals,
gambling (lotteries, casinos, operating slot maesjnactivities of financial institutions
and currency exchange units, activities of profesa participants on the securities
market, civil insolvency administration, certagal-estate professionals, etc. Licences
are issued for a period of five years, with a ledinumber of them issued for 1 year
(gambling activities), 3 years and up to 25 yedise Chamber has the authority to
issue, re-register, suspend, renew, revoke, insaiticences, it organises the control
over compliance with licensing conditions by theehisees, and maintains a unique
Register of licenses.

The State Inspectorate for the Supervision of teurance Industry and Pension
Funds (ISSA)was set up within the Ministry of Finance by thev@mment Decision
no. 296 of 12 June 1991. Its responsibilities wsereout later with the adoption of the
Law on Insurance (no. 1508-XIl of 15 June 1993) #redGovernment Decision no. 77
of 8 February 1996: it is responsible for policykimg, regulating and supervising the
insurance industry (in co-operation with the LideagsChamber). It also maintains the
state register of insurers.

DNFPBs

74.

75.

76.

7.

Casino supervisory authorityhe Law on Gaming (Law no. 258-XIV of 18 February
1999 as amended) provides that the supervisiorcanttol of gambling activities are
carried out by the Ministry of Finance and the lnseg Chamber.

Lawyers:the profession is governed by a Bar, the organshaéh are the Congress,
the Council of the Bar, the Commission for Ethicsl &iscipline and the Censorship
Commission.

Notaries:Law no. 1453 —XV (of 8 November 2002) on notapesvides that they are
licensed and supervised by the Ministry of Justice.

The approach to risk

Opinions in Moldova vary concerning the sectorsomeal to the risk of, or affected by,
laundering. There are no studies or far-reachirgyass of the problem that might
serve as a basis for a comprehensive strategyitelésp scale of associated criminal
activities in Moldova. By contrast, the risks asated with terrorist financing are
universally considered to be almost non-existehts Tonclusion reflects a significant
body of intelligence and investigative activity timee part of the authorities and the
personal experience of business and administratigkes.

35



78.

d.

79.

80.

81.

With regard to protection, the AML/CFT risk policyp a strengthened form, is
reflected from a general standpoint in the AML Lawd in terms of the different
sectors in the regulations issued by the NatiorealkB The approach adopted by the
AML Law lacks detail and consists of a requiremfamtclose attention to be paid to
transactions originating in countries with inadelguaules and regulations and a high
level of criminal activity. The National Bank’'s ajgach, as it appears in its 2002
recommendations on the establishment of AML prognas) is intealia to advise on
how to devise internal procedures to take accofimisk - reputational, operational,
legal, commercial and operational - and on how rtooiporate the Khow your
customet principle, define the responsibilities of thetihgion's senior managers and
directors, identify business sectors exposed ko ris

Progress since the last mutual evaluation

The MONEYVAL Committee conducted its last evaluatio June 2003, as part of the
second round of visits, and the mutual evaluatewort was approved in July 2004.
The first third round on-site visit took place temmonths after the second round report
was adopted, which left Moldova little time to takecount of the second round
recommendations.

Moreover, as noted in the second report, significdranges took place during or
shortly after the visit, such as the establishnwérd new FIU and the introduction of

new Criminal and Criminal Procedure Codes.

The second round report identified the following jonaweaknesses, where no
significant progress was observed during the tlarohd visit:

Money laundering is not considered an autonomoignoé;
Interpretations of the confiscation provisions stmes vary;

There must be greater awareness of the potentialpjolying seizure and confiscation
measures;

The supervisory authorities are not clearly idéeif

Outside the banking sector the situation regarduqgrvision is critical;

The situation regarding the role of intermediar@®sains confused,;

All economic operators are potentially requireddport suspicious transactions;

Under the Code of Criminal Procedure, certain spenvestigation methods cannot
be used, even for serious offences;

Some of these weaknesses have an impact on interalato-operation.
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LEGAL SYSTEM AND RELATED INSTITUTIONAL MEASURES

Laws and requlations

2.1 Criminalisation of Money Laundering (R.1 & 2)

2.1.1 Description and analysis

82.

83.

84.

The United Nations Convention against lllicit Tiaffin Narcotic Drugs and
Psychotropic Substances (the Vienna Convention) rafified on 15 December 1995
and the United Nations Convention Against Transmati Organised Crime (the
Palermo Convention) and its two protocols on 16t&aper 2005 (after the third on-
site evaluation visit), without reservations.

The criminal offence of money laundering was introeld by Law no. 1326-XV of 26
September 2002 which was subsequently repealed thithentry into force of the
newly adopted Criminal Code on 12 June 2003.

Article 243 of the Criminal Code is the main proeis making money laundering an
offence (Articles 241 and 242 also make it an aféeto engage in the unlawful
exercise of a business activity and to set up bagugpanies). The legislation in force
at the time of the second round evaluation was fieadby Law no. 353-XV of 31 July

2003 which amended Article 243 of the Criminal Cedth effect from 8 August 2003.

The article now reads:

Article 243. Money laundering

(1) Anyone who commits acts intended either toesamfegal aspect on the source and origin
of financial means, property or income obtainedawrfllly following the commission of an
offence or to conceal, disguise or distort inforibatrelating to the nature, origin, movement,
placement and ownership of those financial mearugpguty or income which he/she knows to
constitute the proceeds of an offence; anyone vadgoiiees, owns or uses property which he
knows to be the proceeds of an offence, or whagyzeites in any association, agreement,
complicity by providing assistance or advice withiew to the commission of the offences in
question” shall be sentenced to a fine of betws@hand 1 000 conventional units or up to 5
years’ imprisonment and in both cases may be diffitpch from holding a post or from
exercising an activity for between 2 and 5 years.

(2) The same acts committed:

a) repeatedly;

b) by two or more persons;

¢) with the assistance of a professional situation,
shall be punished by a fine of between 1 000 af@@05conventional units or a prison
sentence of between 4 and 7 years.

(3) The acts defined in paragraphs (1) and (2) cdtteot
a) by an organised criminal group or by a criminal argsation;
b) which gave rise to significant losses,

shall be punished by a prison sentence of betweem3.0 years
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85. The material and non-material elements of the c#emow reflect international
requirements, particularly as set out in the 1988 Ralermo UN conventions. The
definition of the material element covers a broadge of laundering-related activities,
including association, intelligence and complici#ttempted laundering is punishable
under Articles 27 and 81 of the Criminal Code.

86. It is unclear why "acquiring”, "possessing” anditgs only apply to"property’,
whereas the first part of the article refers fiodncial means, property and incofne
Although the United Nations conventions only referproperty, this is nevertheless
defined very broadly, since the term encompassestaf every kind, whether
corporeal or incorporeal, movable or immovable,gthle or intangible, and legal
documents or instruments evidencing title to, ¢enest in, such assets. The notion has
also been interpreted broadly in Moldova under @ar&ume Court decision of 27
December 1999, which establishes authoritativesjpuddence, under which property
originating from an offence includes any econonaadfit of whatever sort, tangible or
intangible, moveable or immoveable, together wittgal or other documents
establishing title to or a right to property. Thiscision also clarifies that the term also
covers all indirect proceeds including substitugsess and investment yields (see
Annex III).

87. Laundering by negligence is not an offence. Theainetement of the Article 243
offence is one of knowledge and intention. Althouglere had not been any court
rulings or judgments on this article at the timetleé on-site visit, it may be assumed
that the intention aspect can be inferred from @hje circumstances. Not only is this
conclusion in line with article 27 of the Crimin&rocedure Code on the free
appreciation of evidence by the judges, it is asandard court practice in other
criminal cases. The level of proof required in mptaundering cases on the predicate
offence is less clear in the absence of firm jutdpnce.

88. According to information supplied, four Article 24&&ses appear to be under way.
These are currently being investigated by the CCCEC

89. There are no principal or fundamental legal obf@wito the criminalisation of self-
laundering. The wording of article 243 certainlyedonot preclude this eventuality,
except where it refers to the acquisition and ® dncillary offences that are clearly
third party related. The absence of any case-lathatime of the onsite visit raised
doubts whether Article 243 covered self-launderifigopse whom the evaluation team
met on site argued that there was nothing to ptestech an applicatioff.

90. Neither is there a principal or textual argumerait texcludes foreign criminal activity
as predicate for the money laundering offence. Hsige has not been tested before the

°In 2006 a stand-alone money laundering case vias énding up in a conviction, although there was n
conviction for the predicate offence. It was anabkshed fact however that the proceeds were gttera
through tax evasion.

% |n the meantime this issue has received a jurigmtial response: the money laundering conviciiothe
2006 case related to self laundering activity.
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91.

courts yet, but the opinion prevailed with the qidiy that article 243 also covered
foreign predicate offences, provided the dual amatity condition was met. This issue
has been solved in that sense in the context aketteving offence (article 199).

Moldova also applies the principle of the univeitgabf the predicate offence and

there is therefore no list of these offences. Adlsignated predicate offences are
covered in the Criminal Code, except for the offent insider dealing (penalised only

since 24/11/2006).

Designated categories of offences

Articles of the Criminal Code of Moldova

Participation in an  organised
criminal group and racketeering

Article 284 (setting up or leading a criminal orgaation)

Terrorism, including terrorist
financing

Article 278 (terrorism) , 279 (activity for fundirgnd materially]
ensuring the terrorist acts)

Trafficking in human beings and
migrant smuggling

Article 165 (trafficking in human beings)

Sexual exploitation, including sexual
exploitation of children

Articles 206 (trafficking in children), 165 (traéfking in human
beings)

lllicit trafficking in narcotic drugs
and psychotropic substances

Article 217 (illegal circulation of narcotics andsyzhotropic
substances or precursors)

lllicit arms trafficking

Article 290 (illegal carrying, storage, acquisitig
manufacturing, repairing and sale of firearms amdhanitions)

lllicit trafficking in stolen and other
goods

Article 199 (obtaining and commercialization of dsg
knowing its criminal origin)

Corruption and bribery

Article 324 (passive corruption), Article 325 (agticorruption),
Article 333 (taking of bribe), Article 334 ( givingf a bribe)

Fraud

Article 190 (fraud)

Counterfeiting currency

Article 236 (the manufacturing or bringing into aifation of
counterfeited money and securities)

Counterfeiting and of

products

piracy

Article 237 (fabrication or distribution of cards other false
pay checks)

Environmental crime

Article 223 (violation of the environmental secyr
requirements), Article 235 (violation of the regimieprotection
and administration of natural areas protected bysthte)

Murder, grievous bodily injury

Article 145 (deliberate murder), Article 146 (murd@mmitted
in a state of affect), Article 151 (deliberate grdsodily or
health harm), Article 152 (deliberate medium bodilgrm or
health harm), Article 153 (light bodily harm or ftaharm)

Kidnapping, illegal restraint and | Article 164 (kidnapping), Article 166 (illegal imisonment),
hostage-taking Article 167 (slavery and similar to slavery conalits), Article
280 (taking hostages)

Robbery or theft Article 186 (Theft), Article 187 (Robbery), Articlel88

(Burglary)

Smuggling Article 248 (Smuggling)

Extortion Article 189 (Blackmail)

Forgery Article 361 (forging or using forged documents nsps, seals o
false blanks)

Piracy Article 289 (piracy)

Market manipulation

Article 246 (limitation of competition)

>

—

92. Ancillary offences covered in the Criminal Code:attempt (article 27), participation
(article 41 and 43) which covers the author, organiinstigator and different forms of
aiding and abetting (accomplice, facilitating, ceeifing) and association (in the sense
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93.

94.

95.

of organised groups). Moreover, except for thenatie these behavioural elements are
again expressly covered in article 243. The permbie laid down in articles 81 and 83
of the Criminal Code. Conspiracy, in the sensevad people agreeing to commit
money laundering, is specifically provided for micle 243.

The basic money laundering offence is punishabla bge or a term of imprisonment
of up to 5 years, which according to article 16responds to the penalty level for less
serious offences. The financial penalties are Idean the ones in the previous version
of the article. The fines are based on a systepoo¥entional units, in which 1 unit =
MDL 20 (a little over 1 €), and the fine is nowitlé over € 1 000, or € 5 000 in the
case of the less aggravating circumstances in @ghdg. In the most serious cases,
committed by a criminal group or which resultedsignificant losses, there is no
possibility of a fine, only terms of imprisonme®t10 years). It is possible that certain
problems of differentiation may arise in practicecause there are two sets of
aggravating circumstances and paragraph 3 referthaooffences in paragraph 2
whereas the latter in fact contains a list of agaftiag circumstances. But on the whole,
these penalties are in line with international pcas and standards.

Under Article 21(3) of the Criminal Code, legal gems may be held criminally liable
for a series of offences, including the ones urilticle 243. This does not prevent
individuals from being charged with the same oftencThe common civil liability
applies to legal entities and their representatigeninistrative sanctions can also be
levied on financial institutions and their ownersadministrators (article 38 of the Law
on financial institutions). Corporate criminal lisdly under article 21(3) however is
limited to those legal entities that conduct “eptemeurial” (sic),i.e. commercial
activity. Consequently, all other legal persons@ion-commercial nature, such as civil
or non-profit corporations, do not incur criminaaHility if involved in money
laundering offences.

The penalties for legal persons under Articles®® @4 of the Criminal Code are fines
(500 to 10 000 units, with the same basis of catowh as seen earlier), a ban on
operation and compulsory winding up. The fines doseem very high but they seem
consistent with the country's economic circumstanées the economy develops, an
increase in the maximum fines could be envisaged.

Statistics and practice

96.

97.

Article 243 was too recent to have been testedactize by the time of the first on-
site visit This makes it difficult to form a judgment on pisactical application or on

whether the penalties are sufficiently proportiendd the offence to act as a
disincentive.

The examiners note that other cases — apart frenfotlir currently being investigated
— could probably lead to prosecutions and conwistifor laundering. Articles 504 to
509 of the new Code of Criminal Procedure estaliighprinciple of plea bargaining.

1 «Sjgnificant losses” are defined in article 126 @€exceeding the fine amount of 500 conventionasuThe
scales will be adapted to reflect the inflation.
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However it appears that at least one case (seéorse2t6) was discontinued in
exchange for recognition of the offences of smugpéind laundering and payment of a
sum equivalent to tax revenue foregone, with nemwogenalties, even though a fictional
body was used to give the appearance of legalitpgome from smuggling. It might
be advisable to place certain limits on the poveensferred by Articles 504 to 509 to
avoid abuses in laundering cases.

98. Nevertheless, the main problem with Article 243 SGhe uncertainty voiced by the
relevant practitioners — prosecutors, memberseofX8CEC and the police — whom the
team met on the level of proof of the predicatenée, particularly whether evidence
must be supplied that a specific predicate offdrazdefinitely been committed, which
could necessitate a prior conviction. The contreyem this issue obviously negatively
impacts the applicability of this provision and seqguently the effectiveness of the
system as a whole. The absence of cases brougitelieke courts on the basis of the
old or new article 243 CC also means no practicbeisg built up and no guiding
jurisprudence is being creatéd

2.1.2 Recommendations and comments

99. The text of Article 243 adequately reflects the ah@nd material elements required by
the Vienna and Palermo Conventions. The all-crimpgroach is a positive feature
both as in principle and in respect of the burdéproof. As there are no inhibiting
fundamental principles of law, the provision shotddmally cover the laundering by
the author of the predicate offence. The issuehef foreign predicates to money
laundering (subject to dual criminality or not) @also be further addressed, either in
law or by way of creating jurisprudence. This woutlelp to clarify the wording and
avoid possible interpretations at variance withreotr accepted opinion. It should also
make it clear what evidence is required concertiiggassociated offence and criminal
intent.

100. The corporate criminal liability under article 2)(€C should apply beyond the
commercial legal entities, to include non-commeraral non-profit legal persons.

101. A serious effort needs to be made to increase ffecteweness of the system,
particularly in the judiciary phase. With the rafig of article 243 and clarification of
the remaining uncertainties, as recommended altbedegal basis is solid enough to
serve as an adequate tool to combat money laugdérire implementation aspect is
presently quite unsatisfactory, however, and netxsbe addressed by a firm
prosecution policy and creation of jurisprudenceytipularly on the evidentiary
requirements. Such measures should be accompanjedwareness-raising and
information aimed at police officers, prosecutorsl gudges (publications, internal
memoranda, guidelines, instructions, training cesiestc.) which would also emphasize
the need to prevent abuses of the plea bargaiystgra in cases of money laundering
or serious crimeThe revision process should be used to reconsidaath consistency

12 This conclusion is in the meantime confirmed byphbst factunfigures: only one conviction was pronounced
in 2006 for (tax fraud related) money laundering.
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(include a general reference to financial asseatspeyty and income and the links
between aggravating circumstances).

2.1.3 Compliance with recommendations 1 and 2

Conformity Summary of reasons for the conformity assessment
assessment
R.1 PC » Coverage of self laundering raises doubts
* insider trading is not covered as predicate offence
» the issue of foreign predicate offences needs tofusther
clarified,
* low effectiveness needs to be addressed.
R.2 LC » The scope of corporate criminal liability is limitéo commercia
legal entities.

2.2 Criminalisation of Terrorist Financing (SR.II)

2.2.1 Description and analysis

102. Article 279 of the Criminal Code makes terrorismrianinal offence.

Article 279. Financing of and material support tiemorist acts

Any person who, by any means, directly or indisgdtitentionally provides or collects financial
means or materials in order for them to be usedatoy out terrorist acts, shall be sentenced to

10 to 25 years imprisonment.

103. This provision must be seen in conjunction withiéle 278, which defines terrorist

acts:

Article 278. Terrorism

(1) Terrorism, defined as causing explosions a& faith intent or any other actions likely to
endanger life or cause significant material losssother serious damage, if these are
directed against public security, are intended itinnidate the population or to compel the
public authorities or individuals to take certaireasions, as well as threatening to commit
such acts shall be punishable by a term of imprisemt from 5 to 10 years.

(2) The same offence committed:

a) repeatedly;

b) by an organised criminal group;
¢) with the use of firearms or explosives;
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d) and which caused serious or moderately serious h#&wmindividuals' physical
integrity and health;
e) which gave rise to very significant material darmag
shall be punished by a term of imprisonment fréto 15 years.

(3) The acts defined in paragraphs (1) and (2),
a) committed by a criminal association
b) which led to the death of a person by negligence;
shall be punished by a term of imprisonment fi@to 20 years.

(4) Terrorism committed together with intentionanhicide shall be punished by a term of
imprisonment of between 16 and 25 years or byrifgisonment.

(5) The perpetrator of a terrorist act, other paifants who have disclosed the acts
concerned to the authorities thereby preventingeaspn's death, serious harm to their
physical integrity or health, other serious consemges or who contributed to the uncovering
of other perpetrators can be punishable by the mimn sentences provided for in this article.

(6) The person who participated in the preparatimina terrorist act shall be exempt from
criminal responsibility if by means of timely wargs to the authorities or other means he/she
contributed to prevent the commission of the testoact and if his/her actions do not
constitute another offence.

104. These provisions follow Moldova's ratification dfet 1999 International Convention
for the Suppression of the Financing of Terroridgmeréinafter TF Convention). To
date, there have been no judicial decisions basdtese provisions so any assessment
must be confined to the wording of the legislation.

105. The first point to make is that taken in conjuneti@ith Article 278, Article 279 refers
to the financing of terrorist acts in the strichse of the term, which seems to make it
necessary to adduce evidence of the use of finaocianaterial resources for the
preparation of specific terrorist acts (the examsnassume that individual acts are
covered, even though Articles 278 and 279 only rréée acts in the plural). The
approach adopted by Moldova therefore appears failg restrictive, although both
domestic and international terrorism are coveramréderence is made to the financing
of terrorist organisations or individual terroristghich excludes its application to the
funding of terrorist organisations' day-to-day wtigs or terrorist recruitment and
training. Whereas the general financing of indi@bwrganisations is clearly not
covered, the absence of a specific offence of timagnof terrorist organisations may be
addressed by applying article 284 on criminal assions, which makes it an offence
to supply funds or use other means to support assbciations, its individual members
and the criminal activity of the group. This arict worded fairly broadly.

Article 284. Formation or control of a criminalsaciation

Anyone who establishes or controls a criminal agdmn, that is plans the formation of
such an association or its activities, recruits rbens of the criminal association, organises
meetings of offenders, establishes funds or otlaenal resources to supply the offenders
and the criminal activity, procures arms or otheraterials to enable the criminal
association to commit offences, organises the gaipef information on potential victims
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or on the activities of law enforcement agencieseaches agreement with other criminal

associations, criminal groups or offenders, eitlesident in the country or abroad, on

certain criminal plans or actions, shall receivedeam of imprisonment of between 16 and
25 years.

106. Closely related to the issue of the link betwees ¢bllected or supplied funds and
specific terrorist acts, is the circumstance thtitla 279 does not refer to attempted
terrorism. The attempt to commit terrorist actsasered by the general rule of article
27 CC, so providing or collecting funds should dt®oconsidered an offence even if
only associated with attempted terrorism. Any dispin this respect will be pre-
empted by clearly dissociating the funds from djpeeaicts whatever stage of execution.

107. Since Moldova has ratified the TF Convention, ibedf terrorist acts referred to in its
appendix should in principle take precedence dvemition of terrorist act in articles
278 and 279. However, in a declaration made atithe of ratification, it stated that it
did not consider treaties to which it was not pasybeing included in the appendix to
this convention (though since then, Moldova hagiedt some of these conventions).
Moldova's approach is that international treatiesh® suppression of terrorism require
transposition into and amendments to existing ddimésgislation. It might therefore
be advisable to include an additional referencAriicle 278 to terrorist acts provided
for in international treaties. All terrorist actalling within the scope of the relevant
Conventions referred to in the 1999 TF Conventim avered in the Criminal Code
however.

108. The form of support is defined in fairly broad tetriany person who, by any means,
directly or indirectly, provides or collects funds material. Nevertheless, the TF
Convention is more detailed in this respect siriceefiers to "assets of every kind,
whether tangible or intangible, movable or immoegattowever acquired, and legal
documents or instruments in any form, includingbank credits, travellers cheques,
bank cheques, money orders, shares, securitiedshdrafts, letters of credit”. In the
absence of any court decisions, it is difficultdonclude whether certain intangible
assets, to take just one example, might cause gsbin practice. Reference may
possibly be made to the Supreme Court decisionfob@cember 1999 (see item 87)
that uses the same terminology to describe themati proceeds. Article 279 does not
make any distinction between lawful and unlawfulrees of funding, so both appear
to be covered.

109. The common ancillary offences (see above for mdaegdering) are also applicable
in terrorism financing context. Reference is maoléhe general part of the Criminal
Code, in particular article 27 and 81 on attempéfénces, on the basis of which
attempted terrorism financing is punished. Articldsff also provide for the offence of
participation, which includes the role of organjsestigator and accomplice. Article
83 makes the last three liable to the same pemaltthe perpetrator of the offence.
These notions are defined in very broad terms dni interesting to note that
complicity also applies to supplying the necessaeans another broad term.
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Article 42. Participants

(1) Participants are considered to be persons who haoréributed to the commission of an
offence as perpetrators, organisers, instigatoraccomplices.

(2) Persons who have committed an offence, either pallyoor through the agency of
persons who are not criminally responsible on actaf their age or for other reasons
specified in this Code, shall be punished as thpegieators of that offence.

(3) Persons who have organised the commission of ama#for directed its conduct, and
those who have established an organised criminaugror criminal organisation or
directed its activities, shall be punished as oiigars.

(4) Persons who have persuaded another person, by evleatmeans, to commit an offence,
shall be punished as instigators.

(5) Persons who have contributed to the commissionnofoffence through advice and
instructions, who have provided the necessary mé&ion and means or have removed
certain obstacles to the commission of the offemt¢® have promised to supply the
instigator with certain subsequent favours, to @aicthe instruments and any other
means used in commissioning the offence and realbwaces of it, and to handle the
proceeds of the offence, or who have promised warek to purchase or dispose of the
proceeds of the offence shall be punished as adameap

(6) Participants shall be those who meet the variouguiements for being a criminal
subject.

110. Beside art. 47 CC covering acts of (criminal) aggamn, it is also worth noting that
Article 49 makes it an offence to encourage the ro@sion of an offence in the
absence of prior agreement, which could also bdiegppo the offence of financing
terrorism in Article 279. Although Article 323, twhich Article 49 refers, appears in
Chapter XIV onOffences against Justicets wording clearly indicates that it is
applicable to serious offences (under Article 16tla classification of offences these
are offences punishable by up to 15 years' impniort), which makes it applicable to
terrorist financing offences. At all events, thbestoffences referred to in Chapter XIV
fail to qualify for the very high minimum senten@zgjuired.

Article 49 Encouraging the commission of an offence

Anyone who, without having made any promises imm@ck, encourages the commission of an
offence or handles the instruments, traces or prdseof that offence, shall be declared
criminally responsible, in accordance with Artid23.

Article 323. Assisting offences

(1) Anyone who encourages, without prior promises, twmnmission of a serious,
particularly serious or exceptionally serious oftenis punishable by a fine of 200 to 500
conventional units or to a term of imprisonmentipfto 3 years.

(2) The penalty will not be imposed if the offencessistance is committed by the spouse or
a close relative of the perpetrator of the offence

111. The absence of case law prohibits any substant@dsdssment of the effectiveness
and implementation of the provision. In terms dfstiasiveness however the penalties
are adequately severe and in line with the settiogsat terrorism related activity poses
to society.
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112. Because Moldova accepts the principle of the usaddy of the predicate offence
relating to laundering, terrorist financing congsifs an underlying offence to that of
laundering.

113. As noted above, Moldova provides for the crimiredponsibility of legal persons, or
corporate bodies. However, Article 21(3) of then@nal Code, which lays down the
offences that may be committed by legal personsludes Article 279, which means
that they may not be held responsible for terrdimstncing, regardless of the gravity of
the offence.

114. As with the money laundering or any other intergilooffence, it is standard practice
that the courts adduce the moral element from tibg¢actual circumstances. As for
the rules of territoriality reference has to be m#mthe general principles, in particular
those laid down in Article 11, which provide forethraditional jurisdiction over
offences committed abroad by Moldovan citizens ands committed in Moldova by
Moldovan or foreign nationals. Paragraph 3 is palérly relevant because it grants
Moldova universal jurisdiction to hear offences coitted abroad by foreign nationals
or stateless persons not residing in Moldova if dffencesare detrimental to peace
and the security of humanitjccording to the examiners, this particular wagdcould
apply to terrorism and its financing, but an expliceference to the relationship
between articles 11 and 279 would be helpful. Tmevision also refers to the
applicable international treaties, including the n@ention on the financing of
terrorism, which Moldova has ratified. This clearigdicates that international
provisions must take precedence in cases whemnaiienal and domestic law differ.
In any case Moldova holds jurisdiction wheneverr{(pzf) the financing/collecting
activity occurs on its territory, irrespective dfetlocation of the terrorist individual,
organisation or acts.

Article 11. Territorial application of criminal law

(1) Any person who has committed a criminal offenceéhin territory of the Republic of
Moldova will be held criminally responsible in acdance with this Code.

(2) The Code is applicable to offences committed abrbpdVoldovan nationals or by
stateless persons normally residing in Moldovanitieny.

(3) Offences committed abroad by foreign nationals tatetess persons not residing in
Moldovan territory will be punished in accordanc@&hmthis Code if those offences are
detrimental to Moldovan interests, peace and theusy of humanity, constitute war
crimes or are provided for in international treadiéo which Moldova is a party, and if the
perpetrators have not been punished abroad.

(4) Offences committed by diplomatic representativefomgign states or other persons who
are exempt from Moldovan criminal jurisdiction undieternational conventions are not
covered by this criminal legislation.

(5) Offences committed in Moldovan territorial watersairspace are deemed to have been
committed in the territory of the Republic of Maldo This Code is applicable to offences
committed aboard ships registered in Moldovan portdloldovan aircraft transiting in
foreign waters or airspace unless otherwise stifrdain international treaties to which
Moldova is a party.

(6) This Code shall apply to any offences committedaabdoldovan naval vessels or
military aircraft, wherever they are located. (...)
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2.2.2 Recommendations and comments

115. The examiners welcome the decision to make tetrdinancing an offence and to
give Moldova a legal armoury allowing it to offertamoad ranging response to the
requirements of special recommendation Il. Howesenttain points still need to be
clarified, either in practice (with explanatory est training activities, etc) or in the
relevant legislation. They therefore recommendnghkeqgislative and other steps that
prove necessary to ensure that:

the financing of terrorism under Article 279 (iongunction with Article 278)

also covers organisations and persons recognise@ngaging in terrorist

activities, even in the absence of (preparatioracfpecific terrorist act;

the terrorist acts provided for in Articles 278Ja279 include the acts provided

for in the international conventions to which tf892 Convention refers;

the form of support given includes all types onds whether material or non-

material;

the scope of Article 21 (corporate criminal liatyi)i is extended to make it
applicable to Articles 278 and 279.

2.2.3 Compliance with Special Recommendation Il

Conformity Summary of reasons for the conformity assessment
assessment
SR.1I PC * The financing of terrorists and terrorist orgaricad as such

unrelated to the actual perpetration, attempt ep@ration of
terrorist activities, is not covered;
The TF offence should expressly refer to and coakr
offences, defined as terrorist offences in the Anokthe TF
Convention;

The criminal liability of legal persons does notpbpto the
financing of terrorism and terrorism.
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2.3 Confiscation, freezing and seizure of proceeds ofime (R.3)

2.3.1 Description and analysis

Confiscation

116. The main principles surrounding confiscation ar& ldown in article 46 of the
Constitution regarding the right to private progeaind its protection (see annex lll).
The general provisions on confiscation mainly appedhe Criminal Code and those
on provisional measures in the Code of CriminakcPdure. The latter provides for two
options: seizure and sequestration. In the castheofspecial measures concerning
laundering, reference should be made to the AML laawl the Act governing the
CCCEC.

117. As already stated in the second mutual evaluatipornt, the relevant provision on
confiscation is Article 106 of the Criminal Codem&ndments were made in August
2003 to paragraph 1, to include the possibilitycoffiscation to the equivalent value,
and to paragraph 3, to make confiscation applicableroceeds transferred to a third

party.

Article 106. Special confiscation

(1) Special confiscation is the compulsory transferthe state, free of charge, of the
ownership of assets which have been used in thenismion of an offence and the
proceeds of the offence. If the assets used to itaimenoffence or the proceeds of the
offence no longer exist, confiscation applieshrtequivalent value.

(2) Special confiscation shall apply to:

a) the proceeds of the offence;

b) assets which were used or intended to be usednmmitting the offence where they
belong to the convicted person;

c) assets which were used to incite the offence aasettfior which the offender was
remunerated;

d) assets manifestly acquired through crime, unlesyg #re restored to the victim or are
intended to be used to make reparation to him;

e) assets held illegally.

(3) Special confiscation shall apply to persons whoehewmmitted an offence prescribed in
the Criminal Code. The assets referred to in paapir 2 may also be confiscated if they
belong to a third party who has accepted them lirkhowledge of their unlawful origin.

(4) Special confiscation may be ordered even whemgemalty has been pronounced.

118.In accordance with this article, the proceeds arairiments of an offence may be

confiscated whether they belong to the offendehave been transferred to a third
party. “lllegally held assets” (2.e) refer to oligethat have a prohibited, regulated or
legally restricted character (such as drugs, asmsiggled goods ...). Paragraph 4 also
authorises confiscatiom remin the absence of a conviction, be it in very gaher
terms. The new system also allows confiscationdwivalent, when the proceeds of an
offence have disappeared, which would also applgnhey have been converted or
mixed with assets of lawful origithe examiners have been assured after the visit tha
the second sentence of paragraph 1 does includmitversion of proceeds. The courts
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can also void contracts or invalidate any othefoacintended to avoid or prohibit
confiscation (cfr. Article 1398 Civil Code).

119. Even with the latest additions on the equivalertuieaconfiscation and third party
treatment, article 106 CC still raises doubts asstoomprehensiveness and compliance
with the international standards:

* The provision does not expressly cover the coriscaof the laundered property as
“corpus” (body or object) of the offence. It waggyaed that the laundered assets
become proceeds after laundering (2.a), or that ¢beld be considered instrumental
to the offence (2.b) but, if not supported by fijumisprudenc® or other authoritative
sources, this is stretching the interpretation ¥ary Moreover, even in the hypothesis
of the object of the offence being covered in (2ljuod non — the condition of the
assets belonging to the offender is clearly unaetdég The rule is that laundered
proceeds should be subject to confiscation unciomdilly (the bona fide third party
exemption aside), otherwise the effectiveness etieasure is heavily jeopardised as
in a lot of cases the launderer is not the owndhefassets (couriers, intermediaries,
nominees ...).

* The notion of torpus delicti” is however not unknown in the Moldova penal
legislation: Articles 158 to 162 CPC deal with thandling of the objects of an
offence, which may include money and other valugbleom the perspective of the
preservation and disposal of objects that serveewdsence (exhibits). These
provisions, who also contain some protective aramnts for the “legal owner”, can
indeed be used as a fall-back measure resultirigeirdisposal of illegally acquired
goods (article 162.4 CPC), but they do not havechi@acter of asset recovery by way
of confiscation. In any event, in stand-alone MInt&xt it is essential to have a clear
position on the possibility to confiscate the il¢groceeds that have become the
object of the ML offence.

* A similar issue comes up in the TF context, whére tollected or provided funds
constitute the “corpus” of the offence. Arguablystimight be covered by par. 2.c
(assets used to “incite” the offerfé® or by 2.b. as instrumentaliy, but both
interpretations are very open to challenge.

» Besides the principle in article 46 of the Conéititn, little is said on the protection of
the bona fide third party, except very indirectlyjtwthe addition to paragraph 3 of
article 106 CC. The added reference to the roléhiofl parties did not introduce a
novelty anyway: if the third party has knowinglycapted illegal proceeds, it falls
under the application of articles 199 CC or 243 G@,the transferred property is
subject to confiscation as such in any case. Tisettee possibility to take civil action
on the basis of article 1398 of the Civil Code (pemsation or return of property), but

13 The Moldovan authorities referred after the visita Supreme Court decision of 2006 on the cortfisicaf
contraband goods in a smuggling case. Howeverntamimers were not in a position to verify this text

4 Or, in another translation: “determine the consiais of .

15 In the civil law tradition “instrumentality” norntig refers to objects that are used to facilittte commission
of a crime.
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nothing is provided as a possibility for the thpdrty to intervene in the confiscation
proceedings to protect its interests. As statedv@bthe CPC also contains some
provisions on how to deal with the claims of thegdl owners” of the exhibits, mainly

by way of civil proceedings (art. 159.6 and 162RQJ, but even if they go a certain
way in that direction, these articles do not previdll coverage of the third party

interest protection as required (e.g. third paréies not necessarily “owners” of the
relevant objects) .

120. (Special) confiscation is not a penalty in Moldoor do any of the articles of the
Criminal Code stipulate confiscation as an addélgrenalty, even though the Code of
Criminal Procedure states that sequestration mdy lom ordered when the offence
concerned expressly provides for confiscation @ finoceeds of the crime (Article
205.1). It is in fact one of the preventive measued down in the Criminal Code
(Article 98) to avoid any possible risk and previrg commission of offences provided
for in criminal law. Confiscation is therefore searthe legislation as a predominantly
preventive tool or as a means of securing repardtiodamage suffered, as was often
stated by those whom the evaluation team spokKehie.team was also told that after a
conviction, assets acquired through the offenceeatred to their lawful owner and in
the absence of such an owner are transferred tettite. Finally, the examiners were
assured that, at least in principle, the existirepsures permitted the confiscation of
the illegal portion of assets corresponding to pheceeds of an offence, when these
were mixed up lawfully acquired assets.

121. The question of the mandatory or discretionary meatf the confiscation measure
initially led to confusion and contradictory statemis. In the end it was understood that
confiscation was obligatory: article 106 CC usepénative terms such as “shaftand
“applies”, and only softer language (“can” or “mawhere it refers to the confiscation
without conviction. The hesitant response to thisggion is significant in respect of the
inconsistent application of forfeiture by the judny authorities, resulting in low
effectiveness

122. The economic situation in Moldova may go some veagxplaining why confiscation
applies in the first place to the direct proceeflsnouggling, forged items — including
forged currency — and other objects whose possessidlegal, such as arms, drugs
and items linked to pornography. This may be whytnab the statistics available at the
time of the first visit largely came from the dejpaents concerned with these
problems, the police and custdsgn 2004, some MDL 19 million (about € 1 million)
worth of goods were confiscated, or otherwise nthdesubject of temporary measures
"for the purposes of repairing damage caused",hey police cross-border offences
department. Some MDL 0.5 million worth of criminalofits were estimated to have
been made in the field covered by that departnmetite first six months of 2005.

8 «supuse” in the original language, which according to atitative linguistic sources carries the inferenée o
obligation.
The first team of examiners was informed after wisit that the Ministry of Justice actually had mary
responsibility for maintaining statistics on coefitions and that such statistics did exist and &ashiow how
extensively the confiscation provisions were agplidowever, the first team of examiners was nopiag with
these statistics.
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123. For constitutional reasons, the current system do¢sllow for a reversal or even a
sharing of the burden of proof for confiscation gmses following convictions, for
example in the case of assets that clearly origifram income from criminal activities
or whose lawful origin cannot be establistfed

Provisional measures in criminal law

124. As noted in the second report, the Code of Crimitracedure lays down various rules
concerning provisional measures applicable to seifArticles 126 to 132 and 159 to
162) and sequestration (Articles 203 to 210). Tirst is more concerned with securing
items necessary for the investigation or illegadlyquired assets, although various
provisions are relevant for the purposes of thigdt(see comments above). The
second is more useful for the purposes of secthi@groceeds of crime with a view to
their confiscation.

125. As regards the seizure arrangements, Article 126viges generally that the
prosecution authority is entitled to seize assét @are material to the criminal
proceedings. Article 55(4) states that the prosexwtuthority must take the necessary
measures to ensure the seizure of illegally obthassets.

Article 55. The prosecution authority and its i@sgibilities

(-.)

4) Where it is indicated that an offence has beammitted, the prosecution authority
shall register the case and at the same time shitithte the prosecution procedure on the basis
of this Code, take the necessary steps to estathieghthe offence has taken place and adduce
evidence indicating whether or not the offencelieen committed, and take measures to ensure
the civil action or the seizure of the illegallytaimed assets

(5) The prosecution authority shall immediatelyomfi the Public Prosecutor that the offence
has been committed and that the prosecution has ing@ted

126. Under Article 56, power of seizure is conferred thie competent officers of the
Ministry of Internal Affairs, the Information ande8urity Service of the Republic of
Moldova'®, the Customs Department and the CCCEC. It is thbg, pursuant to
Article 57, request the Public Prosecutor to apgdythe court for an order for
sequestration of the assets seized and for seifwassets held by third parties. Where
the assets in question contain information protebie state secrecy or commercial or
banking secrecy, however, seizure must be authibrise the investigating judge.
Although the person concerned, one of his closstivels or his representative must in
principle be present when assets are seized origgerare searched, the action does
not require prior notice to the defendant. Seigzwenight are prohibited except in the
immediate aftermath of the offence.

127. The rules governing sequestration appear in Agi@e3 ff. of the Code of Criminal
Procedure. The provisions are detailed and spebiy types of goods concerned

8 The Moldovan authorities indicated that a constinal amendment that would reduce the burden obfpr
was under consideration and the Constitutional O@undered a positive decision on the amendme26ofpril
2006.

After the first visit, the security service's powavere cut back so that they are now only concewitidthe
intelligence function.
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(material goods, including moneys held in accountlrticle 203), the grounds of
sequestration (including, as in Article 56, prooersior subsequent confiscation and not
just civil compensation — Article 203(2)), the seguation of the assets of the suspect
and also those of his close relatives or persorssavé jointly liable (Article 204), etc.
These proceedings can be used to also immobilissnied assets in order to secure
equivalent value confiscation. Sequestration igghbby the prosecuting authority (the
Public Prosecutor) and authorised by the investiggtidge or by the court, depending
on the case. Where assets are to be sequesterextlimety after an offence has been
committed or in a case of emergency, the decisdaken directly by the prosecution
authority and must be confirmed by a judge withthtburs (Article 205(2), Article
205(5)). Articles 207 to 209 define the procedwethe placement and the lifting of
sequestration measures. Article 208 refers spatlifito the measures applicable to
shares and securities.

Provisional measures under the AML Law and rulesvgwning the CCCEC

128. Apart from Articles 199 ff of the Tax Code, whichthorise the enforced disposal of
assets to settle unpaid taxes, there are two atatbdses for provisional measures.

129. Article 4.1.d of the AML Law authorises the CCCHELCsuspend the execution of any
suspicious financial transaction or one exceedmgspecified maximum for a period
specified in the decision but not exceeding fivesta

130. Article 7h of the CCCEC Act of 6 June 2002 authesishe Centre to order banks and
other financial institutions to suspend the operetiand transactions of legal persons
and individuals engaged in business activities anseize the financial, material and
other assets of these persons where unlawful edormmfinancial activities or failure
to meet obligations to the state have been uncdvdree examiners were informed
that the CCCEC made general use of this tool asgbédts overall responsibilities, but
that its anti-laundering office also benefited lfagonsiderably from this facility.

131. The power to suspend transactions under the AML &as only used once in 2004,
and that under the CCCEC Act, which concerns thetr€s whole range of
responsibilities and not just AML/CFT, thirteen &g. Hardly any use is therefore
made of the power to suspend transactions whene tisea risk of laundering,
particularly bearing in mind the significant numloéitransactions reported.

Effectiveness

132. The Ministry of Justice keeps detailed statistinsconfiscation, freezing and seizure
and other measures of constraints, on the couwtwity regarding legal persons’ trials
and on the number of cases on each article of theial Code. Courts are obliged to
submit, once in 3 months, reports on confiscati@ezing, seizure and other measures
of constraints, on the courts’ activity regardiegdl persons’ trials, on the number of

20 By order of 10/2/2006 the director of the Cente¢edated this authority to the OPCML (FIU).
2L This information was supplied after the visit2005, the CCCEC only used the second option (3dsjm
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cases on each article of the Criminal Code, Bte statistical data indicate a minimal

application of confiscation measures:

Confiscation

2004

Criminal Code Offence

Number of convictions witg Value
|

the application of speci
confiscation
Theft, Robbery, Burglary 1 65%
Embezzlement of other's 1 982 MDL
property
Smuggling 11 991043 lei
13200 $
Offences committed by
persons  with  responsible 3 1200 MDL
function
Corruption 9 2700 lei
100 $
Other offences 60374 lei
8 1308
60€
2 guns
2005
Criminal Code Offence Number of convictions with the Value
application of specia
confiscation
Theft, Robbery, Burglary Tractor
3 1180 lei
260 $
lllegal circulation of narcotic
and psychotropic substances 1 2910 grams of marijuana
Of precursors
Smuggling 14854 packs of cigarettes
575 pounds
70 19100 €
4071992 lei
550 $
Offences _commltted _by 2600 lei
persons with  responsible 15
X 1110%
function
Corruption 5 900 lei
200%
Other offences 500 lei
9 90%
2 cars
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2006

Criminal Code Offence Number of convictiong Value
with the application of
special confiscation

Theft, Robbery, Burglary 2 2000 lei
Fraud 2 108 lei

200€
lllegal C|rc_ulat|on of narcotic and 6230 lei
psychotropic substances 0 3 121 Hrivna (UAH)
precursors
Smuggling 1776920 lei

17000€

62 9033%
4 cars
51512 packs of cigarettes

Offences committed by persons with 1780 lei
responsible function 20 40€

2210%
Corruption 4 3450 lei
Other offences 39327 lei

20 2210 %

3 cars
Provisional measures
Measures off Admitted in 2003 | Admitted in 2004] Admitted in 2005 | Admitted  in
constraint 2006
Search  (corporal 793 2727 3249 3402
search)
Withdrawing  of 153 713 658 867
goods
Seizure of 86 128 218 189
correspondence
Interception ~of 745 2241 2578 1891
communications
Seizure of goods 45 103 266 131
Other measures 541 7713 2612 4115

2.3.2 Recommendations and comments

133. As the statistics also show, the authorities untilip still make insufficient use of
the new provisions of the Code of Criminal Procegdwrhich offer a broad range of
powers of seizure and confiscation. Awarenessngiand adequate training of the law
enforcement and judiciary authorities is vital. $otegal issues need to be further
addressed, through legislation or jurisprudencengure basic legal security. It is also
surprising that the system for reporting transatidoes not lead to more suspensions
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where suspicions are aroused and it is difficukayg whether the problem concerns the
standard of reporting or a lack of analytical cagyacn the part of the anti-laundering
office, or more simply, as suggested in section12.% problem of cumbersome
procedures.

134. In the light of these points, it is recommended:tha

* The confiscation of the body (“ corpus”) of thefavfce should be unequivocally
provided for, both in (stand-alone) money laundgand in terrorism financing cases;

» Further develop the full protection of the intesest thebona fidethird party within
the context of the criminal proceeds confiscatiozcpedings;

» Steps are taken to solve the practical problemsesomscausedby freezing and
seizure (administration of assets pending configoatapplication to less tangible
products such as company shares — appointmentiefl administrator, conversion to
stable financial products, etc.)

* The anti-laundering office is encouraged to makeearfoequent requests under its
own powers for transactions to be suspended.

* More efforts are made to familiarise law enforcetnamd judiciary authorities with
these measures.

* To consider reducing the burden of proof by reveys{or sharing) it following
conviction and for purposes of confiscation.

2.3.3 Compliance with Recommendation 3

Conformity Summary of reasons for the conformity assessment
assessment
R.3 PC » Confiscation of laundered money in stand alone
money laundering prosecution not unequivocally
covered,;
* |dem for the funds related to the terrorism finaggi
offence;
» insufficient bona fide third party protection;
* inconsistent application and insufficient effectivee
of the current seizure and confiscation provisions.
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2.4 Freezing of funds used for terrorist financing (SRII)

2.4.1 Description and analysis

Freezing and where appropriate, seizing under tiedavant UN resolutions

135. The implementation of SR. Il was explained as begovered by: the Criminal
Procedure Code (article 2@2 assurance measures for the reparation of theugiee
and the guarantee of the execution of the punishraeticle 203on application of the
sequesterarticle 2050n grounds for the application of the sequéekstarticle 8/1 of the
Law on combating terrorism (Law no. 539 — XV of Glmer 12, 2001 as amended), and
articles 2, 4(1) and 8 of the AML law. The Minisio§ Foreign Affairs has presented 4
reports to the SC Committee established pursuantesmlution 1373(2001): in
December 2001, September 2002, October 2003 ancJaR006.

136. However, none of the evaluation teams was advisedite of a clearly established
legal mechanism to convert designations specificafider United Nations Security
Council resolutions 1267 (1999) and 1373 (2001p inoldovan law, in order to
circulate these lists to their authorities andiiitial institutions.

137. The evaluation team had difficulties to fully unstand the information regarding the
communication procedure. The Moldovan authoritidgised that the National Bank
of Moldova sent several letters in 2005 to commaéfganks received from the US
embassy in the Republic of Moldova regarding th@lvement of some organisations
and persons in activities related to ML/FT and esged the banks to check the
existence of possible bank accounts of these gaon and persons in the territory of
Moldova. The Minister of Foreign Affairs also haddeut a number of letters for the
identification of some persons and entities engageterrorist activities. Banks were
requested to check the existence of possible bankunts and to report back to the
CCCEC and NBM if such cases were detected. Howievas not clear whether these
communications were made with reference to oblgetiarising under resolution 1373
or others.

138. In the course of 2006, the Moldovan authoritiesehtaken some steps to identify the
assets of individuals and organisations listed M ldstruments though two orders
issued by the Director of the CCCEC. The fi@Btder (no. 97) regarding some
measures to implement the provisions of the layprenenting and combating money
laundering and terrorist financingvas issued on 28 June 2006. It providesr alia
that financial operations carried out by personmupgs and entities identified as
participating in terrorist activities, as listed #nnex 5 of the order, are to be
considered as suspicious operations. It is und¢lear the names on this list came into
being, but they appear to cover names on some |8t$.LThis order is of course only
part of a general implementing order which alsoppuis to cover countries
insufficiently applying AML/CFT measures, offshomnes and countries allegedly
producing illegal narcotics, and countries withsoged high levels of corruption.
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139.0n 1 December 2006 (shortly before the second ten-gsit), Order no. 187
concerning the lists of persons suspected of tatrdinancingwas also issuedrhis
order’s declared purpose in general terms is tdampnt the UNSC resolutions in the
field of combating terrorism financing. It providésat the list of persons, groups and
entities identified in the participation of terrstriactivities shall be communicated to
organisations carrying out financial operationsalishe posted on the website of the
CCCEC and be regularly updated. The organisatianyiog out financial operations
are under an obligation “to stop any transactiaat th to be prepared, carried out or
already finalised” by these persons and to infdmnEIU about the actions undertaken
no later than 24 hours from receiving the transactrequest. The FIU is the
responsible authority for supervising the impleraéion of this order, putting it on the
internet and updating the information concerneds Dinder appears to require financial
institutions to freeze without delay transactiotigpugh there is no reference in it to
funds generally of persons names on lists. The rodies not explicitly require
financial institutions to search all their accoutdsascertain whether persons on the
lists have funds deposited with them (where nostation is contemplated). Equally,
the order does not contain a definition of “fundsline with the definition in the IN to
SRL.III.

140. It appeared that as a result, the financial insins checked against the lists, measures
were applied against 1 person although the petsoned out to have been subject to
measures by mistake (it was not the person listédllso seems that official efforts
have concentrated mainly on banks, even thougfirgteevaluation team was advised
that a great deal of intelligence on other sectush as firms and other organisations,
was available from the security service and the ECC

141. There is no specific procedure for unfreezing dolacking funds or assets of bodies
that are withdrawn from the UN lists or where measuhave been inappropriately
imposed. In principle, the general rules governampeals against judicial decisions
apply in such cases (Articles 311 to 313 of theeCodCriminal Procedure).

142. It follows from the above that the examiners weog¢ advised of any procedures for
challenging domestic designations or for protectirgrights of bona fide third parties.

Freezing, seizing and confiscating in other circutasces

143. The general framework and mechanisms on seizude canfiscation have been
discussed earlier. The Moldovan authorities advibed it is the general measures on
seizure and sequestration that would be applieftinds suspected of being used for
terrorist financing, or belonging to terroriststerrorist organisations. In theory, since
the provisions on sequestration are applicabldltasaets subject to confiscation, this
also supposes their applicability to the countduedart. 106 Criminal Code combined
with art. 203 Code of Criminal Procedure). The rats and weaknesses identified
earlier concerning provisional and final measugdiaable to criminal proceeds could
affect, in theory, measures aimed at terroristtasse

144. The Law on combating terrorism (Law no. 539 — XVQaftober 12, 2001 as amended
in 2002) introduces also a freezing obligation tigio its article 8/1 which provides that
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“organisations carrying out financial operations asbliged, upon instruction from the
criminal investigation bodies, to freeze fundsaficial assets and other economic
resources of persons involved in committing orrafieng terrorist acts or favouring
actions; legal persons which depend, are controldowned by such persons,
physical or natural persons acting on behalf orimstructed of such persons (...). The
organisations carrying out financial operations (). are obliged to inform immediately
the criminal investigation bodies of the freezirfgfunds, financial assets and other
economic resourcésThe criminal investigation bodies are obligedthm the limits of
their powers, to execute urgently the necessaripractin order to investigate the
detected case, and inform subsequently the orgemisahich carried out the financial
operation of the decision taken. The law also mresiin its article 24 that in case an
organisation has been recognised as a terrorisbprie court, it is wound up and its
assets are confiscated in favour of the statehdrcase of an international organisation
registered abroad, its activity on the Moldovanritery is forbidden, its office,
branches or representation is wound up and itdsaase confiscated in favour of the
state.

145. No information on the number of cases in which ¢hpeovisions were applied was
made available to the evaluation team.

Monitoring

146. As indicated earlier, the Orders provide that thg 5 entrusted with controlling the
proper implementation of the Orders. The examimegee not told of any FT specific
controls which would have enabled them to checkthdreall financial institutions
were themselves making the necessary checks anthavhiésted persons, groups,
entities have assets in Moldova. Considering thes ga the implementation of SR.III,
one can conclude that appropriate measures to anoeifective compliance under
SR.III were not in place at the time of the on-sitets.

Additional elements

147. The Moldovan authorities indicated that the measwwet out in the Best Practices
Paper for SR.IIl and the procedures to authorissess to funds or other assets that
were frozen pursuant to S/RES/1373(2001) and tlaat hbeen determined to be
necessary for basic expenses, the payment of metgpes of fees, expenses and
services charges or for extraordinary expenses hatveeen implemented.

2.4.2 Recommendations and comments

148. At the time of the first on-site visit in Januar§d5, few steps had been taken to ensure
compliance with the United Nations Security CouriRésolutions, and despite the
measures taken in the course of 2006, the legaitate for the implementation of UN
resolutions remains incomplete. Though it appe#tatibanks were checking the lists,
practice appeared to be limited. No clear, gedegall authority had been implemented
for the conversion of designations under RES 1267333 or lists of other countries
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into Moldovan law. There is no designating autlyoftir RES 1373. According to the
Order no. 187, the FIU circulates the lists andates them (though the examiners
could not trace these lists on the official websitehe CCCEC, as the order provides

for).

149. 1t is thus recommended to urgently adopt the varimeasures required by SR.III and
the United Nations Security Council Resolutionse#cl legal structure for the
conversion of designations under RES 1267 and RES3,1national authority to
consider requests for designations under 1373 epoes for systematically checking
whether designated persons have funds or othetsasses defined in the IN Note to
SR.III with a view to freezing them without delayprocedures for listing and de-
listing, procedure to follow up on foreign freezidgcisions, procedures to challenge a
listing decision and to release part of the froassets for legitimate purposes, etc). The
sole application of the normal preventive and regike procedures is not in
accordance with the special and exceptional praeede implementation of the

UNSC Resolutions calls for.

150. 1t is recommended that clear guidance to all fil@nand non financial sector
operators and adequate official awareness andmafiton measures are developed on
those measures and for detecting terrorist assets.

151.1t is also recommended to ensure that adequatetonimig of compliance with SR.1I

is taking place in practice.

2.4.3 Compliance with Special Recommendation Il

Conformity
assessment

Summary of reasons for the conformity assessment

SR.1I

NC

No clear legal structure for the conversion
designations into Moldovan law under UNSCR 11
and 1373 or under procedures initiated by tt
countries;

No designating authority in place for UNSCR 1373

No effective and publicly known procedures in plg
for, or guidance relating to, considering de-ligtand
unfreezing, authorising access to frozen funds
necessary expenses and for challenging
measures;

No clear guidance to all financial and non-finahg
sector ;

Insufficient bona fide third party protection;
Practice appears to be limited and so does

of
P67
nird

3,
nce

for
such

sia

the

monitoring of compliance.
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Authorities
2.5 The Financial Intelligence Unit (FIU) and its functions (R.26, 30 & 32)

2.5.1 Description and analysis

152. The function of FIU was transferred in 2003 frorapeecial section of therokuratura
(the public prosecutor's office) to a special dapant of the CCCEC, the Office for
Prevention and Control of Money Laundering (OPCMWhich was set up on 15
September 2003. The OPCML has a staff of ten peemtaofficials, including the head
and deputy head, who are appointed by and answeei@lbhe Director of the CCCEC.
Five new staff were about to join the departmerhattime of the first on-site viéft

153. The office's duties are outlined in section Il aflér no. 111 of 15 September 2003 of
the Director of the CCCEC on Rules of the Office Boevention and Control of Money
Laundering (see Annex )lIThese include:

1. receiving and analysing information from organisas and bodies covered by
the AML Law;
2. co-operating and exchanging information with na&ibnand international
authorities and equivalent bodies abroad;

. deciding on the suspension of transactions;

. identifying offences and imposing the statutoryatiess;

. proposing changes to legislation and other changesessary to combat
laundering more effectively;

. organising and running training for the banking afgancial sectors;

. conducting studies and analyses of launderinguidiclg new trends;

. preparing forms for reporting financial operations;

. conducting operational surveys;

0 providing methodological and practical support tther CCCEC sections and
national authorities concerned with laundering afidancial and banking
offences;
11.providing information, via the Centre Director, oOfnegative phenomena’

affecting the proper functioning of the economistesn and making proposals
for preventing and controlling laundering.

To carry out its investigation and monitoring resgibilities, the OPCML uses the

departments of the CCCEC specialising in auditisnioal investigation, operational

investigation (e.g. for telephone tapping), ideagfion of persons and so on.

According to the Moldovan authorities, when on-Hp®t inspections are carried out,

the OPCML is only concerned with financial aspéictised to laundering and terrorist

financing.

(62 I SN OV]
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154. Article 7 and 9 of the AML Law provide that the CEC has the overall responsibility
for the enforcement of the Law and the coordinatidractivities conducted by the
AML/CFT authorities as well as the internationatameration in this field. Article 8 of

22 A CCCEC order (no. 18-1 dated 10/02/2006) pravifte 10 additional staff of the CCCEC to faciléahe
work of the FIU.
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the law specifies a number of responsibilities @ CCCEC in respect of AML and
CFT.

155. The office's responsibilities are therefore vergda-ranging and extend beyond the
core functions of a typical FIU, particularly givés investigative powers. According
to information supplied on the spot, the officenct really an indoors operation. Most
of its officials are concerned with analysis, inggs and supervision, including on-the-
spot inspections. This is not surprising in viewtbé scope of its activities and its
limited staffing. The evaluation team was told thp¢cial checks are carried out on the
professional integrity and qualifications of thdiad's staff. They are in fact recruited
from the Centre and as such have considerable iergerof economic and business
crime.

156. No reference was made to any problems in accessitignal information needed by
the OPCML, whose powers are quite broad in thipeets(art. 8 AML law and art. 7.i.
CCCEC law) on the condition that it is in the framoek of its legal assignment to
combat ML/TF. The powers of inquiry include diregot indirect access to all (
additional to the CTR/STR information) financialdaather relevant information held
by public authorities, financial institutions, “ewamic agents” and natural persons.
However, it did seem to be difficult to secure quemtion from certain foreign FIUs
outside this part of Europe, ostensibly on the gdsuthat the office/Centre was not a
member of the Egmont Group. In fact, it appears tha real problem was that of
recognition of the OPCML as an FIU, with all the agantees regarding the
confidentiality of information exchanged that thatplied. Although membership of
the Egmont Group is notsine qua norcondition for information exchanges between
FIUs, it is nevertheless the case that the CCCEgtsnsive powers, which include
almost the whole range of economic crime and coisnpmay be seen as a probfém
Those of the OPCML, which cover not only laundering also financial and banking
offencg:;s, according to the list of tasks in Order hll, may also give rise to certain
doubts™.

157. The OPCML has no direct authority to request trspsasion of transactions of bodies
for which it is responsibfé. Its first option is to submit such a requestttie ECCEC
under Article 7 h of the Law on CCCEC (see ann&x Which authorises the latter to
suspend directly any operation of a bank or finalnicistitution and seize the assets of
persons suspected of unlawful financial activibegailure to meet their obligations to
the state. The second option of suspending trapnsacivas provided for under article
4.1 of the AML Law. In such cases, following a regufrom the OPCML, the head of
the CCCEC asked the public prosecutor to order suslispension. The evaluation
team was told that in the case of banks the OPCMInin used the first option of the
provisions of the Act on the CCCEC, which did npeafy a maximum period of

% During the Egmont Group application procedure00@, the issue was raised of the TF remit of thédihan
unit, which was considered deficient in respecthef Group’s FIU definition. The Moldova applicatioras
postponed awaiting redress.

% The OPCML does no longer have competence of finkbanking crime (Order of the CCCEC no. 113-1
from 08.09.2006).

5 Since 10/2/2006, the Head of the OPCML can agctiy the prosecutor to suspend a transaction (Qotle
the Director of the CCCEC NO. 18-1)
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suspension. In practice, a period of 30 days wandieah (compared with the 5 days
specified in the AML Law), after which the Centrebsits a request to the public
prosecutor under that Act. However, the team Wss @ld that the OPCML tried to
give priority to AML Law applications from the oets The examiners questioned the
value of two parallel systems, one of which no lEmgeeded to be used to assist
detection of laundering cases since special magchiaéready existed. They also
thought that the AML Law approach could lead toagie] since the OPCML's request
had to pass through two intermediate levels, thedhef the CCCEC and the public
prosecutor, before suspension could be enféfced

158. The process of drawing up forms for notifying tractson, which was started by the
special section of therokuratura is still in its early stages. Moldova's appro&zithis
is to have a special form for each sector, evemghahe eventual possibility of a
common form for a certain number of sectors isexaiuded. Yet despite the fact that
the AML Law makes reporting obligatory for nearly economic agencies, financial
and non-financial, operating in Moldova, for themant forms only exist fobureaux
de changdincluding ones in hotels), banks, insurance cangs intermediaries in the
securities and commodities markets and notariesekample, there are no forms for
such groups as lawyers, casinos and gaming estatdigts or pawnbrokers, and these
sectors do not report transactidhslt was explained that the obligation to notify
transactions derived from the existence of sucm$prand as these sectors were not
important or a priority it was not considered naseeg to impose the obligation in
practice. However, the examiners were given to tstded, as had already been shown
in the previous report, that casinos and pawnbmolerleast were at risk sectors.
Another issue that needs to be considered is ttiigtfat the AML Law provides for the
use of forms to notify transactions over a certainit (section 4.1.b) but not to notify
suspect transactions (article 4.1.c). Nevertheiesgpears that in practice suspicious
transactions are occasionally notified, for exampléttery manager who reports a
transaction by telephone or a notary by fax. Thanerers consider the situation
unsatisfactory and confused. The AML Law must beliad as laid down in the
legislation, without the need for the OPCML to danfthe notification obligation in
writing.

159. The OPCML has no authority to conclude agreememtthe form of memoranda of
co-operation, with its foreign counterparts. Thisver rests with the CCCEE

160. Though the Order of the Director of the CCCEC nal 15 September 2003)
provides that the Office shall elaborate annual aathestrial reports of activities,

% The CCCEC has since submitted a proposal to paetfie, approved at first reading, which would atiotise
public prosecutor's power to order five days' sasfn and only leave him a power of supervision.

%" Specific forms were made available for the seimsrisector, the insurance sector and exchangeusu(€ader
no. 193 of 15.12.2005 of the CCCEC on speciam#offor financial transactions and their modality of
transmission, published in the Official Gazette 58.58/219 of 07.04.2006).

2 Order no. 18-1 of 10/02/2006 delegated to the liéabe OPCML the power to sign the correspondeitie
foreign FIUs, followed by Order no. 113-1 of 08/2@06 which provides that the Head of the Office
cooperates and promotes bilateral agreements wititas services from abroad and realises, on tresbaf
reciprocity, conventions, treaties and agreemémiigmation exchange with similar subdivisions aito
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studies, analyses, syntheses on its activitiesetaduation teams were not advised of
any reports issued so far

161. As far as maintaining appropriate statistics iscesned, the examiners cannot help
thinking that the task of information collectionusgs problems. The main reason is
that at present the OPCML has no computerised ray&ie assembling and analysing
data. All its reported information is sent by letw fax or by hant. Considerable
efforts are required to produce statistics on reggbiransactions, such as type (over the
minimum for reporting or suspicious), origin anceeage time to process. Several days
are needed to compile the data and this seemgptesent a major research task. This
was already a problem when tReokuratura preformed the role of FIU. It is also
difficult to obtain statistics on other aspects tbe activity, such as number of
suspended transactions, numbers and types of timpeor requests for mutual
assistance sent and received.

162. The examiners were told that a major monitoringreigse had been carried out in
December 2003 in conjunction with Ukraine to enghigt organisations subject to the
regulations were fulfilling their AML obligationsnd that any irregularities had in fact
been reported. In two cases, penalties were intpfmsdailure to submit a report.

163. The OPCML's main activity of analysis of reportednsactions has highlighted four
laundering cases, which were being investigatetheyCCCEC at the time of the visit.
One of them was clearly identified on the basithefreporting system.

164.1t is also interesting to see how the cases wesdt dgth by the OPCML and the
outcome of or follow up to the transactions repwrtdhe data were only made
available shortly after the visit, so the casedatoot be discussed on the spot with the
relevant authorities.

Preliminary Preliminary Files sent to the Centre's criminal | Laundering cases
inquiries inquiries under | investigation department for referred to the
terminated with| way questioning regarding tax evasion,| courts
no follow up smuggling, drug trafficking, etc.

2003 | 633 392 30 3

2004 | 918 963 11 1

2005 | 715 897 22 1

2006 | 980 1020 7 1

165. It should be noted first that certain cases thaevegpen in 2003 were still open at the
time of the visit in early 2005, and that only aytiproportion of the transactions

2 |n the meantime a report on the 2005 activitiethefOPCML was published. Order no. 113-1 of 08006
on the Regulation of the OPCML also provides tiat ©PCML shall prepare annual reports on registered
progress.
30 A modern system of reporting for the banking seotdy, using secure on-line access became opaedtin
1 August 2005.
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reported (see the figures in 3.7.1) have led tmiodl investigations or been referred to
the courts (33 in 2003 and 12 in 2004), even takig account that the vast majority
of the STRs concern Transnistria related transastibat are subject to mandatory
reporting, irrespective of their suspicious nature.

166. Most of the cases that were analysed by the FIU arxsequently forwarded for
further investigation led to referral to the couds offences other than laundering (just
four cases in 2003 and 2004, as noted above).iliiself need not automatically lead
to a negative conclusion, as criminal asset regowveay well be accomplished by
going after the predicate or other offences. Theamointing general figures on
confiscation however emphasise the picture of serinefficiency in this respect

2.5.2 Recommendations and comments

167. The evaluation team welcomes the improvements Intoalgout by the establishment
of this specialist section of the CCCEC, which kade and recognised powers for
preventing laundering. However, it is difficult teay with certainty whether the
CCCEC or the OPCML office acts as Moldova's Fllhcsi the latter is heavily
dependent on the former. If it is the CCCEC, itsv@rs and responsibilities clearly go
well beyond those of most FIUs. On the other hantljs the OPCML, it suffers from
a significant handicap, namely its lack of autonosside from certain practical issues
that remain unsettled, such as computerisationita of resources, organisational
structure and the need to clarify the relevant slagion, the question of what
constitutes a satisfactory model of an FIU for Mudd still needs to be resolved. The
special section in the public prosecutor's departmes unable to convince doubters
and was probably given insufficient time to do so.

168. At all events, even though the existing model nded® refined, it should be given an
opportunity to prove its worth. It is disappointirigat various countries’ FIUs are
refusing to co-operate with the CCCEC and its spesection. The argument that
Moldova is not a member of the Egmont Group seemeftect a certain unease and
difficulties of recognition. Yet the Egmont grouplefinition of an FIU would appear to
encompass a full range of models and in the curseate of affairs the Moldovan
variety differs very little from that of countrigbat have opted for an FIU within the
police force, as in Germany. However, it must bd #zaat even in police models, FIUs
generally enjoy a certain level of autonomy, whdil not appear to be the case in
Moldova. For the time being it is more the CCCES@t flulfils the role of FIU.

169. A more independent Moldovan FIU would at least bk do overcome some of the
constraints arising from total integration with #rer body and could have its own
special, secure premises, a distinct computer sybiaited to the section itself, greater
financial autonomy and more freedom to exchangarinétion.

170. The examiners recommend that within the CCCEC dhatity and independence of
the OPCML are strengthened to bring it more intovewgence with the criteria for and

%1 In the 2006 ML case application was made for cmafiion to a total amount of 242.000 USD.
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characteristics of FIUs generafl§, concentrating on the prevention of money
laundering, and that it is given sufficient res@sr¢o discharge its main tasks, ie. the
analysis of financial intelligenc®.For this purpose, this FIU should have a secure
computer system and specific databases and bdlygismcorded the same powers as
those usually accorded to an FIU, in particulaséof exchanging information without
prior agreement, signing co-operation memorandaeuitsl own name, and asking for
operations to be suspended without the interveritfidhe CCCEC directott

171.The OPCML's identity should also be established encearly in legislation, in
particular in the AML Law, which refers only to tikCCEC.

172. Once that identity is established, the other relegtandards must be implemented as
a whole, in particular:
- protection of information held by the FIU (confidility)
- the elaboration of periodical reports, which udg statistics, typologies and
trends as well as information regarding its adtsit
- giving guidance to the subjected entities on &p®rting procedura

173.1t is also recommended that the OPCML's powers dséewed. In addition to its
analytical tasks, it might benefit from a generalpr of supervision on compliance
with the obligations laid down in the AML law. THatter does not make express
provision for this, and this supervisory power sedmderive from the powers of the
CCCEC.

2.5.3 Compliance with recommendations 26, 30 and 32

Conformity | Summary of reasons (relating specifically to sectin2.5) for the
assessment conformity assessment

R.26 PC * Generally, the autonomy and powers of the FIU reed
reviewing and the identity of the FIU should [be
established clearly in legislation;

* Reporting forms and procedures have not been issued
all reporting entities;

» Insufficient physical and electronic security sys$eto
securely protect the information held by the FIU;

* No periodic reports issued by the FIU with statst]
typologies, trends and information on its actigfie

#2A Council of Europe project started in August 2@d®ed at strengthening the AML/CFT system, fromakihi

the Financial Intelligence Unit will benefit.

33 0n 8/9/2006 the “Regulations of the Office for Wretion and Control of Money Laundering” were isbue
(Order of the Director of the CCCEC no. 113-1),ndpaway with the blending between the CCCEC and the
OPCML, and giving the latter the statute of an peleent subdivision within the Centre.

% See footnote 25.

% Addressed by CCCEC Order no. 193 of 15/12/2005thenspecial forms for financial transactions ameirt
modality of submission” for the financial, securitgsurance and foreign exchange sector.
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In practice real issues as to whether the Egn
Principles are applied in relation to security
information , thus impacting on effective co-op&rat

Low turnover in terms of cases forwarded to proseny
(efficiency)

nont
of

f

R.30 PC The OPCML's resources (bearing in mind the scalésg
tasks) and technical means are insufficient
R.32 LC Effectiveness: statistics are not available rapatig in a

detailed, accurate, reliable way.
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2.6 Law enforcement, prosecution and other competent dhorities - the framework
for the investigation and prosecution of offencesral for confiscation and freezing
(R.27, 28, 30 & 32)

2.6.1 Description and analysis

174.As mentioned earlier, several authorities have aesipilities in the field of
investigation and prosecution of money launderimgl #he financing of terrorism
offences, namely the CCCEC, the Ministry of IntérAffairs, the Information and
Security Service, the Prosecutor’s Office.

175. The CCCECinvestigates laundering cases uncovered as pag ofvn inquiries into
predicate offences. The first case of this typesgback to 2003 and ended when
proceedings were discontinued under the new Coderiafinal Procedure that came
into force that year. This authorises the termoratf cases when the suspect admits to
the offence and agrees to pay damages or maktutiestito the public purse (Articles
504 to 509). The case in question related to stimgygin which the illegal profits
(MDL 180 000, or a little over € 9 000) were "leigald" via a shell company. The
investigation lasted ten days and the suspect wa®ed to acknowledge the facts in
response to information accumulated before thestiyation stage.

176. The CCCEC may also play an important role in MLestigations launched by the
police. Such cases may be conducted entirely bpdliee, with the aid of the CCCEC,
or the case may be split, with the CCCEC conductimggcriminal investigation into
laundering. In both cases a joint working group Wwé established. As a rule, though,
since its formation the CCCEC has mainly conductadh inquiries, and the rules
regarding discipline, integrity and confidentiald@ppear to be fairly strict.

177. The Ministry of Internal Affairs and the Si@ainly retain responsibility for terrorist
financing case$. The latter has a dual responsibility in this af@ad also, to a certain
extent, with regard to laundering). In the interoa&l context, it is responsible for
exchanging and checking information and intelligenét the national level, it has
operational authority to conduct inquiries and gatintelligence. It therefore receives
and manages possible terrorist-related cases, Hopemtion with the CCCEC, the
National Bank, the Finance Ministry, other Foreilfinistry departments and the
Prokuratura

178. The Prosecutor’s officedirects and supervises criminal investigationsiedrout by
the law enforcement agencies and according toler#ie0 of the CPC, it also has
exclusive responsibility for investigating moneytaering cases allegedly committed
by the specific categories of persons (Presiderinbers of Parliament, members of
Government, judges, prosecutors, generals, crinpirtedecution officers).

% Since the visit, the service has lost its criminakstigation function, which gives the CCCEC aager role in
conducting inquiries.

67



179. The Moldovan authorities acknowledged that ther @m explicit provisions that
allow competent authorities to postpone or waiedlrest of suspected persons and/or
the seizure of money for the purpose of identifyjiggsons involved in such activities
or for evidence gathering.

180. The Moldovan authorities advised that in 2004, aiasi checks were carried out on
businesses, as part of efforts to combat terrdimsincing. As a result, some 200
companies established in Moldova and run by nalsoaBArab countries have been
identified and subjected to SIS surveillance, whits revealed that:

a) they are concerned with a wide range of commeaattities involving both
goods and services (retail and wholesale, tradfad products, tourism,
restaurants, bars and so on);

b) fairly often, the accounts failed to reflect thealrdinancial situation, a
situation associated with tax evasion and launderin

As a result, steps have been taken as part of ergleeffort to combat and limit the
number of shell companies, which were consideraepoesent around 20% of all those
registered in Moldova.

181. After 11 September, a number of companies and teliei associations were
suspected of involvement in terrorist financing.olhaf them, based in Lebanon and
Sudan, were involved in illegal immigration. AbdQ0 foreign nationals had entered
Moldova for onward transit to other parts of Europke SIS representatives appeared
to confirm in interviews later that in certain cagbere might have been links between
illegal immigration and terrorist financing in Malda, as a transit country. Another
group of companies owned and financed by citizdrihe United Arab Emirates were
strongly suspected of terrorist financing becailmsy tused a Moldovan intermediary
who had opened accounts in the Emirates withoutNdigonal Bank’s authorisation.
These funds (about USD 50 000 a year) were thamsfeaed or retransferred to
Moldova in the form of investments. Criminal prode®s have been opened in the
latter case.

182. Finally, the CCCEC, in conjunction with other redew bodies such as the SIS, the
National Bank and the Ministry of Internal Affairsnonitors the situation in
Transnistria and receives information on transéésapital to and from that region.

183. Generally speaking, there is a lack of unanimityoagiMoldovan officials about the
country's level of involvement in terrorist finangi In contrast to the SIS, the CCCEC
maintains that it has not so far been possible dofian suspicions of terrorist
financing. The refusal of certain key countriegxchange intelligence, on the grounds
that Moldova is not a member of the Egmont Groupans that the country lacks
valuable information. There is also little coherartt-ordinated and up-to-date analysis
of trends in laundering and the examiners learnexy Vittle about the laundering
processes used.

184. These uncertainties also extend to which sectotheoMoldovan economy are at risk
of laundering. Some see the risk as lying mainlyhi@ financial sector. Others think
that non-financial institutions, such as moneyleadéhe gambling sector as a whole
and real estate, are also problematic. The forecasection of the CCCEC carries out
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strategic studies of laundering. While tax evasanug trafficking, smuggling, human
trafficking (more recently apparently) and to asksextent arms trafficking are the
main sources of criminal proceeds, there are na dat police level, for example - on
the resulting criminal profits. According to CCCHffficials, there is nothing specific
to distinguish laundering techniques in Moldovauihdering is carried out using cash
transactions, international bank transfers, forgeatlit cards and offshore companies.
Officials admitted that screen companies remainedagor problem — 750 accounts
belonging to such companies had been identified64 and MDL 5 million, or
€ 333 000, had been seized. Two criminal groupsbieae identified and dismantled.

185. According to the Law on Police of 18 December 128@ the Law on operative
investigations of 12 April 1994, the law enforcembodies concerned have adequate
powers to conduct searches, hear witnesses, se@mgnts and perform all the
typical investigative activities aimed at collegtiavidence and tracing criminal assets.
Financial information held by the financial institins, including the data collected and
kept in the context of KYC and CDD process, andeotimformation covered by
confidentiality or secrecy is also accessible tgtothe intervention of the judiciary
authorities (court order, investigative judge). datigation and prosecution officials
whom the team met made no reference to particuleudties, though the examiners
were told on other occasions that lawyers weretledtito claim total professional
confidentiality (see section 3.4).

186. However, the situation regarding special investigamethods is fairly complex, even
though once again those interviewed expressed mticydar reservations on the
subject.

187. As noted in the second mutual evaluation repoe, @ode of Criminal Procedure
places severe restrictions on the use of speaiaktigation techniques. No provision is
made for certain methods and they can only be iseases where the alleged offences
are liable to the strictest penalties. The previmeort stated, for example, that the
majority of effective investigative methods weree@uded not only in money
laundering investigations but also those concemi¢inl economic and financial crime,
corruption, drug trafficking and smuggling (evenemhthese were linked to organised
crime). The report also noted that there was nwigian for controlled deliveries in the
Code of Criminal Procedure. The penalty for offenaender Article 279 of the
Criminal Code on the financing of terrorist act$0-to 25 years' imprisonment — would
appear to place those offences in the category jimiified the most intrusive
investigation methods.

188. In contrast, the Operational Investigations Act 4&-XIIl of 12 April 1994 appears to
go much further along this path, since article @harzes agencies engaged in
operative investigative activities to carry outtlwthe authorization of the instructive
judge, the following investigative techniques:

a) searching the domicile and install audio and videcording, taking
photographs, filming, etc.

b) Carrying out surveillance using modern methods;

c) Intercepting telephone conversations and other &frabmmunication;

d) Controlling the communications other the telegraph
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e) Gathering the information from the telecommuniaadfiastitutions;

It also authorizes them to carry out other opeeaitivestigative activities such as:

a) Question citizens;

b) Gather intelligence;

c) Carry out visual surveillance;

d) Carry out surveillance and recording using modeethads and equipment;

e) Collect information from communication institutigns

f) Carry out control acquisitions and controlled detigs of goods and
merchandise in free or limited circulation;

g) Examine objects and documents;

h) ldentify persons;

i) Search premises, buildings, land plots and tramsjts;

j) Inspect the correspondence of convicted persons;

K) Interview suspects using simulated behavior detealevices (polygraph);

[) Mark with chemical and other special substances;

m) Operative experiment ;

n) Infiltrate criminal organisations using operativergonnel of operational
subdivisions and persons who co-operate confidgntiith agencies that
engage in operative investigative activity, usibgcards and other operative
documents;

0) Monitor the transfer of money or other extorted.

This law is also extremely flexible, since it doest lay down comprehensive conditions
governing the use of these measures, for examgéeding their period of applicability, the

types of offences concerned, the need for auth@is&rom an independent judicial body
and so on. At meetings with law enforcement agenarel judicial authorities, this law was
usually cited as the legal basis for such actibizsvever, the evaluators were not informed
on the number of occasions in which such techniguers used.

189.In practice, investigations commence at an eamygest- when suspicions are first
aroused or at all events before the formal openirjgdicial proceedings as laid down
in the Code of Criminal Procedure. The informatiatiected is collated and may serve
as the basis for such formal judicial proceedi@sce the Code of Criminal Procedure
only accepts evidence obtained through telephope ita a limited number of cases,
information secured under the 1994 Act must ide&ky "validated", for example
through a retrospective review of its lawfulnessd armpossibly following
acknowledgment of the facts of the case by the sextuln theory, any evidence is
retained in the archives, which serve as a pagsieemation base. There does not
appear to be any time limit on how long informatisrstored or conditions governing
the safeguarding of information, and there is rdiciation of whether the information
stored finally led to a conviction.

190. Although the Code of Criminal Procedure offers thasnducting inquiries a modern
legal framework that largely reflects internatiostdndards regarding how it should be
applied, it does not give them adequate means \&stigation. These methods are
mainly laid down in the 1994 Act, but the formadgi governing their use are
excessively vague and could lead to legal unceytairthe examiners have reservations
about the lawfulness of current practice, and likeir predecessors in the second
round, they think that certain proceedings mightrgually be set aside for failure to
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comply with the European Convention on Human Rigfds example on grounds of
procedural errors or non-respect for the generaicgple of non-retroactivity of
criminal law. They consider that the introductioh the new Code of Criminal
Procedure should probably have been accompaniaégd®al or incorporation of the
1994 legislation, which in the meantime has proditiee legal basis for the use of the
relevant investigation methods. The Code postdiiesl 994 Act and as such should
logically regulate the use of special investigatieshniques, while referring to the
implementing legislation to deal with practical ests, ethical matters and so.

191. Efforts are made to ensuring the integrity and enhey the professional skills of the
law enforcement authorities concerned. They arinedaand tested in the police
academy, or have university degrees. Each subadlivisstablishes its own criteria and
adequate qualifications. All civil servants mustkaa statement of property (Law on
declaration of income 19979.

192. All the relevant judicial personnel need to be fiansed with the use of special
investigation techniques. More generally, furtheining should be provided in the
fields of laundering, financial investigations arbe general business culture.
Appointing and training magistrates specialised fimancial crimes and money
laundering cases is one way to obtain more know-bod expertise in this domain,
which then should be translated in an active pnasae and the establishment of
guiding jurisprudence (seeuprg. Following the forthcoming introduction of
computerised data processing tools for analysingnical and financial data,
particularly by the CCCEC and its anti-launderirfice and by the police, training
will also be needed on how to use the relevanivso#t and techniques.

2.6.2 Recommendations and comments

193. There should be more in-depth analysis of the pmemon of and trends in money
laundering and its institutional framework, inclngisectors which are not universally
regarded as vulnerable to laundering but about lwthe examiners sometimes heard
fairly firm risk allegations (gaming, outside as lwas within casinos, real estate,
insurance, pawnbrokers etc.);

194. The results of investigation and intelligence workthe financing of terrorism should
be more fully shared between the SIS and the CCGH#h also has preventive

powers in the field;

195. Detailed statistics should be kept on money laundemand terrorist financing
investigations, prosecutions and convictions, ali a& on seizures and confiscation
(see also sect. 2.3.2); in particular, this woulikenit possible to assess the practice of
the authorities in this sphere and ensure thatieypexists on the proceeds of crime;

196. Moldova may consider to review, as a matter of nege the legal framework for the
use of special investigation techniques and exathite Code of Criminal Procedure

37 In May 2006, the Ministry of Internal Affairs issd a code of ethics.
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should be amended to extend the use of speciabtigation techniques, including
controlled deliveries, to a wider range of offenassociated with AML/CFT,;

197. Training must be developed/continued, with an emjghan systematic recourse to
financial investigations, the culture of the busmeworld, the use of investigation
techniques in a modern legal framework, analysid ase of computer techniques
(involving in particular, but not only, the antidiadering office).

2.6.3 Compliance with recommendations 27, 28, 30 and 32

Conformity
assessment

Summary of reasons (relating specifically to sectin2.6) for

the conformity assessment

R.27

PC

limited information and data available to assess th

efficiency of the ML/FT investigation and

prosecution process ;

no legislative or other measures that all
competent authorities to postpone or waive
arrest of suspected persons and/or the seizu

ow
the
re of

money for the purpose of identifying persons

involved in such activities or for eviden
gathering;

Ce

more focus on the investigation of the financial
aspects of crime to achieve more effective asset

recovery.

R.28

R.30

LC

the authorities designated as responsible
AML/CFT need further resourcing;

training needs to be developed in the fields
finance, use of financial analysis, use of comp
techniques, evidential requirements and as
recovery.

for

of
uter
set

R.32

LC

It is difficult to obtain statistics on seizuresdan

confiscations
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3 PREVENTIVE MEASURES - FINANCIAL INSTITUTIONS

Customer due diligence and record-keeping

198. The AML Law, as amended in December 2004, apptidsoth money laundering and
terrorist financing. The obligations it imposes lgppo organisations carrying out
financial operations, which according to articlef3he Law are :

a) banks, subsidiaries of foreign banks, other finahcinstitutions and their
subsidiaries;

b) stock exchanges, other exchanges, investment finsdsance companies, fiduciary
companies, dealers and brokers offices, other erigss, organisations and
institutions (hereafter referred to as the insiibats) which carry out transactions to
receive, transmit, alienate, transport, transfexcleange or which keep financial
resources or assets; institutions that legaliseegister the ownership rights; bodies
providing legal, notary, accounting, financial-bang services, and any other natural
and legal persons concluding transactions outsigefinancial-banking system;

c) [casinos, leisure centres equipped to organise gawfechance, institutions which
organise and set up lotteries or games of chance.]

199. The list therefore coincides to a large extent Miitlancial institutions as defined by
FATF.

3.1 Risk of money laundering or terrorist financing

At the strateqic level

200. It is difficult to say how the notion of risk iskan into consideration in Moldova.
Although a number of those whom the examiners rnagd that certain economic
sectors or operators presented varying degreaskpftihe only general effect of this is
that some sectors are actually required to repartsaictions in accordance with the
AML Law and others are not. The reason is thatMiosédovan system depends not just
on the AML Law itself but also on a number of agditl aspects, in particular whether
or not the relevant forms exist. In their absemenotifications can be made and the
sectors concerned do not consider themselves taobed by this legislation. Forms
only exist for a small number of sectors deemebegriorities. Other sectors that are
also considered to be at risk from an AML/CFT sfaodt are not required to report
transactions because there are no forms for daifig s

% Specific forms were made available for the semsrisector, the insurance sector and exchangeusu(@ader
no. 193 of 15.12.2005 of the CCCEC on speciam#ffor financial transactions and their modality of
transmission, published in the Official Gazette 58:58/219 of 07.04.2006).
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201. Nevertheless, this gap does not affect the maianfiral institutions since forms
already exist for banksbureaux de changeinsurance companies and securities
brokers.

At the operational level

202. The notion of increased risk is clearly recognisedhe AML Law. Its article 4.4
requires financial institutions to pay special @titen to resident clients or beneficiaries
that receive funds from countries identified asihgunadequate or non-existent anti-
money laundering regulations, and which therefegrasent an enhanced risk due to a
high rate of crime and corruptiomhe CCCEC is required to compile and circulate
relevant information to the institutions involvaddarrying out financial transactions.

203. In accordance with this provision, the CCCEC hasutated letters and taken other
steps to inform a number of categories of operatbrsountries and areas that pose a
risk (eg. list of non-cooperative countries anditeries, selected UN list of persons,
groups and entities involved in terrorist actioti® list of drug producing states and
offshore areas, etc).

204. In practice, this information exercise has beemfioed to organisations for which a
notification form already exists, in particular thanking sector.

205. Following a National Bank initiative, the bankingcsor has also taken special steps to
incorporate and develop the AML Law's principles.orF example, the
Recommendations adopted by the National Bank ir2 280 AML/CFT programmes
provide that financial institutions should takeoirdccount when developing internal
programmes against ML the risks (reputation, ojpmmat, legal, concentration,
information technologies) by imposing specific ghlions on their officials. These
include procedures for identifying high risk clierend approving their transactions,
identifying sectors exposed to the risk of moneyntiering and taking into account the
reputational risk. Banks should also establish tkiyour customer” rules, in which the
notion of risk would also play a part.

3.2 Customer due diligence, including enhanced or redexd measures (R. 5 to 8)

3.2.1 Description and analysis

206. The relevant texts which endeavour to address thdows requirements of
Recommendations 5 to 8 of FATF are: the AML Lawplayable to all obliged entities,
and the Recommendations of the National Bank ofddeh on developing programs
on prevention and combat of money laundering andriem financing (hereinafter
2002 NBM Recommendations), applicable to the baplsector and other entities
licensed by the NBM (i.e exchange bureaux).

207. The AML Law addresses only a small part of the FARdeommendations.
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208. The 2002 NBM Recommendations, on the other hark#, itato account to a larger

extent the requirements of “know your customer”i@gl correspondent banking,
politically exposed persons etc. The requirementhe 2002 NBM Recommendation 6
on “Know your customer rules” deals in particulathw

customer acceptance policies, based on categdr@®ots based on the risk factor,
the prior approval of relationships with customatrsisk by the managerial level etc.
customer identification policies, including for gimlally exposed persons, non face to
face client relationships, introduced businessystations involving correspondent
banking relationships;

ongoing monitoring of customer accounts and tratisas with a view to determine
the standard of normal transactions etc.

209. The Moldovan authorities indicated that this texbf a legal mandatory nature: it has

a regulatory strength and was adopted as a refstiie alecisional power of the Central
Bank under article 11 of the Law on the NationalnBaof Moldova (hereinafter

NBML), it was published in the Official Journal, i$ said to be sanctionable and
sanctioned in practice. It was also indicated lgyMoldovan Banking Association that
the NBM is exerting a strict level of control ovéne implementation of those
requirements.

210. However, the examiners have a reservation abouegs status of this text. Article 2

of the NBML provides thatrecommendation means an instruction submitted by th
National Bank without obligatory powerThis is also reflected in item 9.2 of the
Recommendations which provides thdte' Recommendations do not interfere with or
modify the obligations of financial institutions compliance with legislation in force
on prevention and combating of money laundering &orist financing. The
examiners consider that the fact that the Recomatem$ were approved by a
decision of the Council of Administration of the NBcannot change the status of this
document, in particular as the exclusive scope rdbreeable NBM regulations,
provided for by article 46 of the NBML does not luide AML prevention.
Furthermore the Law on Financial Institutions, refd to in the Recommendations as
another legal act establishing the regulatory psvaérthe NBM in the AML sphere,
explicitly limits them to “he purpose of supervision and regulation of theaurfaial
institutions’ activities (...) to give effect teetprovisions of this laiMarticle 40). The
only article of the Law on Financial Institutionsgarding money laundering (article
23) establishes a prohibition on banks knowinglhagsist any person in concealing the
illicit origin of funds, and requires banks tanform competent authorities of the
evidence that cash or other valuables are derivedhfcriminal activity which does
not correspond with the obligations of the prewsntaw. Moreover, it clearly follows
from the definition of “financial institution” praded by article 2 of the Law on
Financial Institutions that the activities reguthtey the NBM for prudential reasons do
not include compliance with the AML law.
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211.The 2002 NBM Recommendations as amended in 200&rdegxclusively the
development of programs by the banks on prevenaod combat of money

laundering®.

212. Overall, the examiners are not convinced that tB&ViINRecommendations are ‘other
enforceable means’, in the absence of a clear legsis for sanctions to be issued

under them.

Criterion 5.1*

213. Criterion 5.1 of the Methodology is marked with asterisk. This means that it
belongs to the basic obligations that should b@sein a law or regulation.

214. The AML Law explicitly prohibits anonymous accourdad accounts in fictitious

names. This also applies to the opening of safegiepoxes (article 4.2).
"Financial institutions are not entitled to keeparymous accounts or ones opened under a
fictitious name. When opening any account, thenfired institution shall ask for presentation
of an identity document or power of attorney leggdi in compliance with the established
procedure and shall enter the relevant data. Thaes@rocedure shall apply to the opening of

safe deposit boxes."

215. The National Bank’s Regulation on the opening, rficaiion and closure of accounts
in authorised banks in Moldova (no. 297 of 25 Nolkem2004) also includes a similar
provision. Banks must require persons opening ausaw produce identity as well as
other necessary documents. Where the person optv@ragcount is an agent acting on
behalf of someone else, the necessary documentatishbe accompanied by a power
of attorney or contract of agency. Similarly, sakeposit boxes are covered by the
regulation of 25 February 2000 on bank cash trdimsesc

216. Finally, the 2002 NBM Recommendations (item 6.3)leitly prohibit the opening of
anonymous accounts and accounts under fictitioosesa

217.The examiners were also informed that numbered umtsonever existed in the
banking system and therefore no reference to soccbuats is made in the legislation
or regulations.

Criterion 5.2*

218. Criterion 5.2, which is also asterisked, requirkdimancial institutions to undertake
CDD measures when:

a) establishing business relations;

b) carrying out occasional transactions above the iGpe threshold
(USD/Euros 15.000). This includes also situatiorere the transaction
is carried out in a single operation or in sevegm@rations that appear to
be linked;

39 An amendment approved by the Council of Admint&iraof the NBM on 14/09/2006 introduced several
references of general nature to preventing then&imegy of terrorism.
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c) carrying out occasional transactions that are wiansfers in the
circumstances covered by the IN to SR.VII;

d) there is a suspicion or ML or TF regardless of axemption or
thresholds that are referred to elsewhere under ®&TF
recommendations;

e) or the financial institution has doubts about tleeacity or adequacy of
previously obtained identification data.

219. Article 4 paragraph 1 of the AML Law establishegeneral obligation on financial
institutions at account opening or while performtramnsactions if there are doubts that
customers are not acting on their own behalf tovide identification of such
customers. The drafting is not very clear thoudhis Brticle does not specify any type
of occasional transaction, neither threshold-basedwire transfers covered by the
Interpretative Note to SR VII. Suspicions of mordayndering and terrorist financing
require the completion of a special form and rapgrto the CCCEC. However, there
is no explicit requirement to identify customersiuch cases.

220. The examiners consider that the AML Law should dedh the “establishment of
business relationships”, a concept which is bro#ttlm “opening of accounts” which is
currently in use, and which focuses too much orkipanrelations. The requirement for
financial institutions to conduct the CDD processnly implicitly provided for by a
reference made in paragraph 3 (a) of article 4hef AML Law to compliance with
“Know Your Customer Rules”. However, the Law doest specify any minimum
standards regarding this, nor does it give relegatttority to any other state body.

221.The 2002 NBM Recommendations require CDD measuresstablishing business
relations (item 6.2). The NBM Regulation on Caslefagions in Banks in the Republic
of Moldova requires customer identification regassl of a threshold at depositing cash
or cashing a check (approved by Decision no. 4thefCouncil of Administration of
the NBM from 25 February 2000, as amended). The NBdulation no. 10018-20 on
organisation and functioning in the territory oétRM of foreign exchange offices and
foreign exchange bureaus by hotels (of 06/05/1984tion 4.7) obliges to require the
customers’ identity act (passport, identity cardsidential permit, other national
identity document) for transactions exceeding 5QD. Also, occasional customer
identification is required from exchange offices.

222.In practice, the legal requirement in the AML Lawly explicitly covers simple
identification at account opening and the requineinfer a CDD process, including
verification, is not explicitly provided for.

223. The AML Law does not contain an explicit requirernfm increased vigilance in case
of doubts as to the authenticity and relevance@fipusly obtained identification data.
The 2002 NBM Recommendations do contemplate thmtsin after an account was
opened but verification problems appeared (item), 6ad recommendfinancial
institutions to report to the CCCEC if the veritica problems cannot be solved.
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Criterion 5.3

224. By virtue of the AML Law (article 4 paragraph 1(ahe identification requirement
applies to both individuals and legal persons, @nohtermediaries as well as clients.
This requirement is also present in the 2002 NBMdRemendations. The AML Law
does not require customer identification to be qrened on the basis of documents and
information of reliable origin, but enumerates thaious pieces of information to be
gathered in order to fill the form for reporting tase of transactions which are
suspicious or above the threshold. The Moldovahaiites stated that verification of
identification information is required for all cosbhers and that banks are under an
obligation not to establish a banking relationglmigil the identity of a new customer is
verified (Item 6.2 of the 2002 NBM recommendatiortidpwever, the examiners have
not seen, either in the AML Law or in the otherulegions, apart from the account
opening procedures (NBM Regulation on opening, fication and closing of
accounts of 25/11/2004) a reference to the needédidfication on the basis of reliable,
independent source documents as required by therion. It would assist if, in the
AML Law or in other binding regulation of genergimication, it was clarified which
are the precise types of documents suitable famtififsation purposes in respect of
natural persons and how such information shouldeboiied.

225.In practice, the examiners were advised that inkdeking sector, clients opening
accounts must present an identity document, doctgmienestablish their right to
conduct the activity in question, a tax registratertificate, a certificate of registration
with the registration chamber, the list of persoasthorised to manage the
undertaking's activities, the memorandum and asiof association, the authorisation,
the permission of the central bank of the countyoerned in the case of a foreign
bank opening an account and so on. In the casemstash settlements, banking policy
is in principle to refuse to carry out transactiohgny necessary documentation is
missing. Clients are required to be physically eresvhen opening bank accounts and
electronic transactions may not be carried out auththe necessary supporting
documentation.

226.In the case ofbureaux de changeMoldova's regulation no. 10018-20 on the
organisation and functioning in the territory oétRepublic of Moldova and exchange
offices and foreign exchange bureaus by hotelsdmpsd for identification above a
certain minimum level of transactions, which is weklow the one in FATF
Recommendation 5 and Article 3 of the revised Ele&live. Until 2004, it was the
equivalent of USD 500. It was then raised to US@DB. Above this level, the client
must present an identity document (passport, itemtard, residence permit), the
details of which are recorded by the operator.

227. Registration is obligatory for all those activetive securities market. Natural persons
must present themselves in person to brokers, winst nequire the production of an
identity document, extract from the register of coence and where appropriate a
properly executed power of attorney (see articR d@.the Regulation on broker and
dealer activities on the securities market). In kuger case, both client and agent
details will be recorded — name, address, datdrtif, identity document number, tax
or registration code, date of issue and issuingy @l the amount of the transaction.
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Legal persons are required to present to the bro&eifying document, address and
other necessary data for identification of the lggason; document on representation
(power of attorney, order, extract from the chadethe company) certified, data about
legal identification (certificate on registrationf degal person) and documents
confirming identification of the founders of thegdd person up to a degree of an
establishment of the founders- physical persongi@r3.3 of the NSC regulation on

preventing and combating money laundering on thar#ees market of 28/02/2005).

228.In the case of intermediaries, according to theiddat Bank representatives, only
account holders, banks operating on their behath i duly authorised contract,
persons operating with a properly notarised powfeattorney and duly authorised
company representatives may carry out bank accopetations. According to the
National Bank, lawyers may not carry out transaxgion clients' behalf. It should be
noted that the second round report found that pip@site was the case and that lawyers
could act as agents.

Criterion 5.4

229. The AML Law requires financial institutions to vigrithat any person acting on behalf
of the beneficiary is duly authorised to do so &mddentify and verify the identity of
that person (art. 4 para. 1(a)). The provision dussspecify the type of beneficiaries
and one can understand that this covers also pegabns (but the text is silent on the
issue of legal arrangements). The 2002 NBM Recondisigons (item 6.2) address this
issue in a very general way, without any spec#iference to requirements of both sub-
criteria regarding legal arrangements.

230. With regard to 5.4 (b), the verification of the #gstatus of the legal person or
arrangement requires, for instance, proof of inocmapon or similar evidence of
establishment and information on the customer'seadegal form, address, directors
and provisions regulating the power to bind thelggerson or arrangement. The NBM
Regulation on opening, modification and closingofounts with the authorised banks
of the Republic of Moldova requires for the ideication process the following
information: copies of documents of establishmeapy of the certificate of the fiscal
code assignment, excerpt from the State registentgrprises and organisations, copy
of documents confirming the state registration apies of the act approving the legal
entity’s regulation or status. It does not reqaing information regarding management.

231.The NSC’'s Regulation on preventing and combatingneyolaundering in the
securities market (of 28 February 2005) requiresfgssional market participants to
obtain, for the identification of a resident lega#rson of an off-shore zone, the
documents certifying the managerial position of phgsical person or, in the case of a
collegial body, the decision regarding the selectiof persons with managerial
functions and the distribution of responsibilite®ong them. A documentary proof of
registration is mandatory only in the case of ideation of non-resident legal
persons. However, as no legal authority in the Adévention is provided to the NSC
by the AML law or by the law on the NSC, the statfithe mentioned regulation as
“other enforceable means” is disputable.
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232.The examiners did not receive any legal texts comig provisions on legal
arrangements in the context of the essential @ites.4.

Criterion 5.5*

233. Regarding the identification of the beneficial ownehas to be noted that neither the
AML Law nor the NBM regulations or any other norimatacts contain a definition of
“beneficial owner” within the meaning of the FATEcommendations. The examiners
strongly advise to incorporate such a definitionthe AML law or regulation. The
same applies for the requirement to take reasomabbesures to verify the identity of
beneficial owner using reliable sources.

234. As indicated earlier, there is an obligation to athevhether the client is acting on
behalf of another person but it is not specifiedt thll reasonable measures must be
taken to obtain sufficient information to check fidentity (criterion 5.5.1%*). Special
requirements as to the understanding of the c#iestfucture in the case of legal
persons are not dealt with in the AML Law; this athkes no distinction between
categories of customers or beneficiaries. The issmet explicitly dealt with either in
the 2002 NBM Regulations although they deal morelelyi with “know your
customer” principles.

235. The requirement to take reasonable measures tasiadd the ownership and control
structure and determine the ultimate beneficiaofesustomers that are legal persons or
legal arrangements (criterion 5.5.2) is not adar@sby Law, regulation or by
enforceable means.

Criterion 5.6

236. Criterion 5.6 covers the requirement to obtain rimfation on the purpose and intended
nature of the business relationship, which showddréquired by other enforceable
means and be sanctionable.

237. This criterion is not explicitly addressed in t#eML Law. The 2002 NBM
Recommendations deal with this issue implicitly ader the various provisions
translating the “know your customer” principle (ite 6.1 to 6.4) and explicitly under
item 6.2, which provides that “all information nesary for adequate identification of
each new customer, including purpose, nature ofbtgness relationship should be
obtained” by the banks.

238. The examiners were not, however, convinced thgeimeral criterion 5.6 was fulfilled,
as no clear provision was found of general appbtoatither in the AML law or other
regulation or elsewhere, which requires financratitutions (with the exception of
banks) to inquire of all clients — both legal arfg/gical persons - on the purpose and
nature of their business relationship.
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Criterion 5.7*

239.0n-going due diligence on the business relationskipnot required under the
preventive law. The 2002 NBM Recommendations reqbanks to have procedures
for on-going monitoring of accounts and transadjothat are in line with the
requirements of sub-criterion 5.7.1 (item 6.3).

240. Generally banks are not required to ensure thabmes information, collected under
CDD, is being updated, nor to undertake reviewsexisting records. The NBM
Regulation on the opening, modification and closwfe the accounts with the
authorised banks of the Republic of Moldova prositleat customer accounts shall be
modified when there are changes in customer deganiational and legal form. This,
however, in the view of the examiners, does noti§pan which way banks are
required to comply with these norms, and refleetsks’ dependence on the action of
customers to provide such information on their omitiative.

241. The 2005 NSC Regulation on preventing and combatiogey laundering in the
securities market has a very general requiremerrfafessional market participants to
develop rules about understanding customer busirtlkeas should include rules and
norms on collecting and keeping customer infornmtiand monitoring customer
transaction (items 3.1 and 3.2).

242.While being a positive development concerning CDiligations in the securities
market, these provisions fall short of meeting #pecific requirements of criterion
5.7(*) and both sub-criteria.

243. Overall the notion of on-going due diligence isufiEiently embedded in law or
Regulation.

Criterions 5.8-5.12

244, Enhanced due diligence based on higher risk isdeatt with as such in the AML
Law. There is no specific requirement of generalliaption for financial institutions
across the whole financial sector to perform enbdndue diligence for higher risk
categories of customer, business relationshipaoistaction.

245.The 2002 NBM Recommendations deal in more sped#iens with risk-based
approaches, particularly in the following cases:

- accounts of trusts, trustees and fiduciary comganie
- corporate vehicles

- introduced businesses

- client accounts opened by professional intermeahari
- politically exposed persons

- clients on the occasion of non face to face ratatio

- relations with correspondent banks.
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246. Enhanced due diligence in such cases is limited bgquirement that the decision to
enter into business relationship with high risk toogers should be taken at the
management level. The requirement to have adeqiskemanagement systems in
place is limited only to on-going monitoring of acmts and transactions (item 6.2).
Furthermore, the examiners were informed that, reccice, legal arrangements and
introduced businesses, mentioned in the 2002 NBMoRenendations as high risk
customers, did not exist, and the examiners thexejaestioned the utility of such a
reference. It appears to have simply been putnngase such activities develop in
future in Moldova.

247. The 2002 NBM Recommendations do not offer the bagyi of reduced diligence in
case of lower risks. The system in place is basedusively on an enhanced risk
approach (item 6.1).

248.The article 3.3(d) of the NSC regulation on preirentand combating money
laundering on the securities market requires ergthridentification for off-shore
resident legal persons including disclosure of doents of that legal persons’ founders
needed to establish the founders- natural persons.

249. No relevant additional information on essentiatesia 5.8 — 5.12 was provided by
Moldovan authorities.

Criteria 5.13 - 5.16

250. The AML Law does not address the time of verificatclearly. By contrast, the 2002
NBM Recommendations are quite clear (item 6.2):aaking relationship cannot be
established before the identity verification. Hoeewhere is no requirement to verify
the identity of a beneficial owner or of an occasiocustomer.

251. The 2002 NBM Recommendations are not consistetth@issue of the completion of
identification after the establishment of a bussnegationship. This type of situation is
not allowed by item 6.2, even though the last paaly of item 6.3 seems to provide
for the contrary since it addresses the issue e§ipte verification problems arising
after the opening of an account. However, the Mwadoh authorities advised that item
6.3 refers to obtaining additional information fr@entustomer as a result of monitoring
of relevant accounts and transactions and that msinéss relationship can be
established without the prior verification of idgytas provided for in item 6.2. The
situation envisaged by criterion 5.14 appears mbietapplicable.

252. While bearing in mind the situation regarding tderitification of beneficial owner,
the financial institutions are not permitted to @@ account or commence business
relations without completing the CDD. They are moplicitly required to refuse
performing the transaction. The banks are recomeunt consider making a
suspicious transaction report (Item 6.3 of 2002 NB&commendations). Hence, in
general, the financial institutions are not reqite make an STR under circumstances
when they are not able to comply with the requinetaef criteria 5.3 to 5.5.
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253. There are no explicit provisions in law or reguatior other enforceable means that
satisfy the requirements of Criterion 5.16 on texating business relationship.

Criterion 5.17

254.The AML law is silent on the application of CDD nse@es to existing customers. As
already indicated, the 2002 NBM Recommendationschvientered into force on 2
May 2002, require the adoption of internal measumdsch allow for continued
vigilance during the existence of the businesstiogiahip. Banks were obliged to
prepare the related AML programs by™&f July 2002 and the NBM undertook the
on-site examinations of each bank from July 2003uly 2003. Item 6.1 (customer
acceptance policies) and item 6.2 (customer ideatibn policies) explicitly refer to
new customers and the NBM Recommendations do reatifgpthe appropriate timing
for conducting due diligence on existing custométse evaluators were informed that
in practice, supported by the on-site examinatiadifgs, the banks conducted CDD
(as provided for by the 2002 NBM Recommendatiom)efasting customers according
to realistic internal schedules, in the absencevioich enforcement measures were
applied by the NBM.

255. No additional information on the applicability dfiet essential criterion 5.17 or its
effectiveness was provided by the Moldovan autiesit

256. The evaluators recommend that Moldovan authoritesew existing enforceable
guidance applicable to banks to provide for a cleatigation to apply CDD
requirements to all customers on the basis of naditgrand risk and to conduct due
diligence on such existing relationships at appatertimes. They also recommend to
introduce such an obligation for the other finahiriatitutions, where relevant.

Criterion 5.18
257.As already indicated, anonymous accounts, or at¢sounder fictitious names are
prohibited in Moldova. The examiners were inforntedt numbered accounts never

existed in Moldova.

Recommendation 6 — Politically exposed persons

258. There is no general legal or regulatory proviaapplicable to the entire financial (and
non financial) sector that covers the requiremeft®ecommendation 6 on politically
exposed persons.

259. Only the 2002 NBM Recommendations refer to the &dopof customer acceptance
policies which should include a description of tigpes of customers that are likely to
pose a higher risk to the institution and whichudtidake into accounts factors such as
the public position of the customer. However, thdty not include a definition of
politically exposed persons, nor do they addresgli@tty the various elements
required according to criteria 6.2 to 6.5, evenutifo some of them are implicitly
covered. In addition, this text is only issuedfanks.

83



260. The banking sector representatives with which #d@mnis met confirmed the practical
absence of enhanced due diligence measures reg&gips.

Additional elements

261. Moldova has signed the 2003 United Nations Conwenggainst Corruption on 28
September 2004 but has not ratified it yet.

Recommendation 7 — Correspondent banking

262. The AML Law, which applies to all financial (and mdinancial) entities is silent on
the issue of correspondent banking relationships.

263. Only the 2002 NBM Recommendations address the is§umrrespondent banking
relationship, but quite superficially, and the regoments of criteria 7.1 to 7.5 are not
reflected in the text.

264. After the first on-site visit, the Moldovan authies underlined that obtaining
approval from senior management before establish@vg correspondent relationships
is taken into account in item 6.1 of the 2002 NBMcBmmendations providing that
decisions to enter into business relationships wmitther risk customers should be
taken exclusively at the management level. Item wtile not specifying higher risk
customers, requires financial institutions to pagtergion when identifying
correspondent banks. . During the on-site visg, eélaluation team was informed that
all Moldovan banks were warned about the necessityonitor correspondent banking
relationships with foreign banks.

265. As indicated in other parts of this report, the NBMs asked for the cessation of
relations with the banks located in Transnistrize do the absence of AML/CFT
measures in that area and suspicions that the&s bam involved in money laundering
activities.

Recommendation 8 — New technologies and non fadeedéaelations

266. According to the National Bank representativesgrimet transactions are now possible
using the client-bank system. Clients are offelesl flacility in a written document that
also contains their electronic signature. Detaregulations on the use of the client-
bank system were approved in October 2003 and @amdorce on 1 January 20894
Nevertheless, Moldova still seems to be at an estdge of the application of new
technology to transactions and no particular prokléave so far emerged.

267. AML vigilance is required under the 2002 NBM Recoemndations. The latter require
banks to adopt internal measures needed to mahagaformation technologies risk.
However, this requirement does not provide any ifipeabligations as provided for
under criteria 8.1, 8.2 and 8.2.1. The examinenew&ormed by both the NBM and

“°The examiners were advised that an NBM Regulafitn 376) was adopted on 15/12/2005 on the use of
systems providing banking services at distance.
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commercial banks representatives that in practlderans of non-face to face relations
with a customer required an initial face to facenidgfication.

268. The 2002 NSC Regulation on broker and dealer #etsvion the securities market
(tems 8.2 and 8.7) provides for certain measuexpuired for non-face to face
transactions, covering confirmation of fax ordegpfione or electronic instructions,
which address operational and not AML-specific sisk

3.2.2 Recommendations and comments

269. Moldova has a number of measures in place govethimgdentification of clients and
the examiners welcome the extent to which the anldector takes account of
international standards on familiarity with clientBhis should be extended to other
financial sectors through amendments to the AML Law

270.Most steps are required to increase the level ahpliance with the FATF
Recommendation 5 which is one of the fundamentabRenendations of the FATF.

271.1t is strongly recommended to amend the AML Lawd(@onsequently the various
existing sector-specific regulations) in order ngplement the various requirements of
Recommendation 5, and to ensure that the followreghanisms are duly taken into
account:

» |dentification of beneficial owners

* “Know your customer” policies

» On-going due diligence in respect of the businekgionship

* enhanced due diligence mechanisms for specific -fighh customers,
including PEPs

* modalities for the verification of identification

» consequences of problems occurring during the ifisatton process

» applicability to existing customers

272.The examiners strongly advise to include in the AW or regulation a definition of
“beneficial owner” on the basis of the glossarythe FATF Methodology. Financial
institutions should take reasonable measures ityuee identity of beneficial owners
using relevant information or data obtained frotral#e sources.

273.The legal status of the 2002 NBM Recommendationa &ey regulation for banks
should not be disputable. The Moldova authorities advised to address this issue so
as to avoid controversies and take the necessaasures to ensure that the text
contains mandatory obligations for banks which emtorceable by the NBM and are
fully in compliance with the FATF recommendations.

274. Turning to Recommendations 6 to 8, no specific messsare in place. There is thus a
need to either amend the AML Law, or to adopt dpeocegulations for the banking
and non-banking financial sector regarding the owmi requirements of
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Recommendation 6 on politically exposed persons, refommendation 7 on
correspondent banking relationships, of Recomméma8 on non face to face
transactions, and to complement the NBM Recommentaon all those issues.

275.In the further development of this document, theMNB encouraged to carefully
analyse the current legislative limitations andsemg practice to avoid introducing
mandatory requirements for banks in situations #natprohibited in any event or are
not applicable.

276. It is also recommended to extend more largely2®0@ NBM Recommendations on
money laundering and the AML Law to the issue ofamist financing regarding the
due diligence mechanisms.

3.2.3 Compliance with recommendations 5 to 8

Conformity Summary of reasons for the conformity assessment
assessment
R.5 NC * No requirement in Law or Regulation to undertake BCD

measures;
- when establishing business relations,

- when carrying out occasional transactions above
designated threshold (15,000EUR),

the

- that are wire transfers in the circumstances calere

by the IN to SR VII.,
- where there is a suspicion of ML or TF
- or where the financial institution has doubts alkbet

veracity or adequacy of previously obtained custome

identification data.
No requirement in Law or Regulation to the need
verification on the basis of reliable independeourse
documents
No enforceable requirement of general applicatmvdrify
the legal status of the legal persons when CDEdsired
No enforceable requirement of general applicatmmverify
the legal status of the legal arrangement when OB
required
The definition of beneficial owner as set out ire tRATF
recommendations in respect of the ultimate contfothe
customer and the natural person(s) who exercismaitk
effective control over legal persons or arrangeseist
missing in law or Regulation

No Law or Regulation requiring reasonable meastwelse

taken to verify the identity of the beneficial ownesing

86

for



relevant information or data obtained from a rdéatpurce

The requirement to understand the control structamel
determine the ultimate beneficiaries of customéist are
legal persons or legal arrangements is missing

No clear enforceable requirement of general apjtinato
obtain information on the purpose and intendedreabd the
business relationship in respect of all physicatl degal
persons

The notion of ongoing due diligence is insufficignt
embedded in law or regulation

No specific requirement of general application fioencial
institutions across the whole financial sector terfgrm
enhanced due diligence

No enforceable guidance for all financial instituis
covering the policy on application of CDD measutes
existing customers.

There are no general legal or regulatory provisemaicable
to the entire financial and non financial sectarsering the
requirements of Recommendation 6 .

Lack of enforceable AML/CFT measures on the issti
correspondent banking and no provisions at allidetshe
sector covered by the NBM.

D

R.6 NC
R.7 NC
R.8 NC

Despite the existence of a general requiremenbémks to
have internal measures needed to address thereisited to
information technologies, lack of specific provisio
requiring the introduction of policies and procesiion nor
face to face transactions and relations, and infitld of
risks connected with new technologies in finans&tdtor.

3.3 Third parties and introduced business (R.9)

3.3.1 Description and analysis

277. Traditionally, intermediaries and others respomsifdr introducing business are not
established institutions in the Moldovan commerciald financial communities.
Moldovan financial institutions currently work daty with their clients, except in the
case of duly appointed agents of companies or thpsgeating under power of attorney.

278. That said, accepting introduced businesses isxmicély regulated nor prohibited by
the AML law and neither is the issue dealt with ather situations allowing
identification reliance on third parties.
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279. As noted above, item 6.2 of the 2002 NBM Recommgois directly requires banks

to pay special attention to introduced busined3asng the discussions with the NBM
representatives, the examiners were advised tleaie tis no such practice, and the
aforementioned provision in item 6.2 was includadanticipation of possible future
developments.

280. There is nonetheless no reliance on any CDD comrduay third parties, of which the

examiners are aware. As noted under Recommendé&tidhe requirements under
Criteria 5.2 and 5.3, regarding when and what tyd€3DD measures are required, are,
in any event, not explicitly covered for financiaktitutions generally in their direct

dealings with clients.

3.3.2 Recommendations and comments

281. There is no prohibition on third party reliance f8DD purposes, though given the

imprecise nature of the obligations anyway on CD&asures for financial institutions
generally; this appears unlikely to happen in peacturrently. However, as financial
institutions could in future consider relying onneérmediaries or other third parties to
perform some of the elements of the CDD process ortroduce business, it would be
advisable for the Moldovan authorities to coverth# essential criteria in respect of
Recommendation 9.

3.3.3 Compliance with Recommendation 9

Conformity Summary of reasons for the conformity assessment
assessment

R.9

NA

3.4 Financial institution secrecy or confidentiality (R4)

3.4.1

282.

Description and analysis

The AML Law is very clear on the question of prafiesal secrecy and confidentiality

and devotes a complete section, with four paragraph the subject. According to

articles 6.1 and 6.2:
1. "Transfer by the institutions carrying out fir@al transactions of relevant information
(documents, materials, other data) to the intelige service as well as to the authorities
empowered to carry out tax and financial inspedionther similar bodies, criminal
investigation and preliminary inquiry bodies, theogecutor's department or judiciary
bodies, in cases stipulated by the law, shall r@tcbnsidered to constitute a breach of
commercial or banking secrecy.

2. Provisions under the legislation on banking omenercial secrecy cannot serve as an
obstacle to the receipt by the authorities spegifimder paragraph (1) of information
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(documents, materials, other relevant data) on theonomic-financial activity,
transactions and deposits made into the accountsotti natural and legal persons in
cases when there is indication that activitieslaafndering of criminal proceeds are
under preparation, under way or have been carrigtiar of terrorist financing..”

283. This is worded in fairly broad terms and the exarsnwere told that there were no
practical impediments to obtaining information frdmancial institutions, so long as
the information and documents were in fact ava@lablhis also applies to the
transmission of information abroad following regsesom other countries' authorities.

284.The only question seems to be lawyers, whose riglhisofessional confidentiality are
absolute, even in the case of criminal investigetithat have no bearing on the defence
of clients in specific cases. Since there has beenndication that lawyers play a
significant part in laundering operations, this magt be too serious a problem.
Nevertheless some form of dialogue with the professs needed and the Moldovan
authorities should remain vigilant, given the agparinvolvement of lawyers in the
world of business (the importance of their rolehis respect could not be clarified by
the examiners).

285. The authority of the NBM to exchange informatiorttwioreign banking supervisory
agencies is explicitly provided by the NBML (ar&cB6). The Law on the National
Securities Commission (article 5) enables the Hattdy to cooperate with relevant
international specialised institutions, while thesue of international information
exchange with other foreign competent authoritesadt addressét

3.4.2 Recommendations and comments

286. The provisions of the AML Law are generally satiséay and no particular problems
have been reported in practice. Access to infownais possible where there are
indications of laundering, whether planned, cutyemhder way or completed.

287. The question of lawyers' professional confidertiadhould be reviewed.

288. The Law on the National Securities Commission sthquibvide the NSC the explicit
authority to exchange information with with othereign competent authorities on
AML/CFT issues.

289. The evaluators were not provided any additionabrimiation regarding the insurance
sector. In any case, it is recommended that theolaimsurance should provide similar
authority on international information exchangeatetl to AML/CFT purposes to the
Ministry of Finance.

1 This article was amended in 2007 to enable, im@znce with the legislation, the exchange of imfation
with foreign competent authorities regarding tha-banking financial market and its participants.
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3.4.3 Compliance with Recommendation 4

Conformity Summary of reasons for the conformity assessment
assessment
R.4 PC » The question of lawyers' professional confidertgashould

be reconsidered

* Law on the NSC does not allow the exchange of m&iron
with foreign competent authorities.

* Insurance sector is not covered.

3.5

Record keeping and wire transfer rules (R.10 & SR.Y)

3.5.1 Description and analysis

Recommendation 10

290. Recommendation 10 provides that financial institosi should be required by law or

regulation:

to maintain all necessary records on transactioothy domestic and international, for
at least five years following the completion of ti@nsactions (or longer if requested
by a competent authority in specific cases and ygoper authority),

to maintain records of the identification data, @o@ files and business

correspondence for at least 5 years following émmination of an account or business
relationship (or longer if requested by a competmhority in specific cases and

upon proper authority),

To ensure that all customer and transaction recamdsinformation are available on a
timely basis to domestic competent authorities uggmpropriate authority.

291. Article 4(1) (f) of the AML Law requires finandiand other institutions to keep

customer identification registers, account archised documents relating to suspicious
financial transactions or those in excess of thevabmentioned amounts for 5 years
after the transaction was carried out, and for & yén the case of contracts relating to
currency exchange transactions. There is no rageinéin the law for this information
to be kept for a longer period, if requested tesddy a competent authority and upon
proper authority.

292. In the first place, even though article (1) (a¢res to impose an obligation to record

every transaction, the requirement to retain infttion of article 4(1)f only regards
certain transactions, namely those that have todtiéed because they are suspicious
or above the limit. Furthermore, here is no explmriovision in the AML Law for
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keeping copies of identification documents, sucpassports, after accounts have been
closed or a business relationship has ceased.

293. According to the Moldovan authorities, the needetain data is dealt with in a quite
different and more general regulation dated 22 dgnd992 of the Archive State
Service, on the types of documents and record kgepeld by public bodies,
institutions, organisations and enterprises in Regpublic of Moldova and how long
they should be preserved. The regulation, whicHieppo the whole of the public and
private sectors, requires financial and other dpesato retain for five years after
completion of any transaction, the full legal filecluding the documents produced
when the account was opened and any other relategimentation. Under the 1997
general regulation, all such files that have bestained must then be transferred to the
national archives.

294. 1tem 6.4 of the 2002 NBM Recommendations provides tnformation maintaining
and keeping procedures should include, at leastfaifowing:

* maintenance of an identified customer registryafqreriod of at least 5 years (that
would include at least: customer’s name, fiscalecaaccount number, opening
date, closing date);

* maintenance of all entries on financial transadtifor at least 5 years after the
transaction occurred;

* maintenance of files on customer identification &irleast 5 years after their
accounts were closed;

» specific identification of data to be kept in thie fon customer identification and
by each transaction.

295. The National Securities Commission regulation rdijey brokerage and dealer
activity on the securities market (Decision of t8C no. 48/7 of 17.12.2002, article
12.9) requires securities market professionaletplkall documents, including registers
of all transactions, for at least 5 years. In additarticle 2.3 (h) of the NSC regulation
regarding prevention and combating money laundednghe securities market (28
February 2005) requires professional participantstbre registers containing data on
identified clients, the archive of their accountsdaprimary documents related to
suspicious and limited transactions for a periodaip years from the moment when
the transaction was carried out.

296. As already noted, information that has been gathanel archived can be consulted by
the investigating authorities and article 6 (2)té AML Law explicitly states that
banking secrecy cannot serve as an obstacle toet®pt of information held by
financial institutions on the economic-financiatiaity, transactions and deposits made
into the accounts of both natural and legal personsases when there is indication
that activities of laundering of criminal proceesl® under preparation, under way or
have been carried out or of terrorist financinge NSC regulation regarding brokerage
and dealer activity on the security market alsovigles that the NSC and other
authorised bodies have free access to all regiatetsecords made.
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SR.VII

297. Only banks and post offices are authorised to nnadweey transfers. The relevant rules
are consistent with those laid down in the AML Lamhich also covers transfers by
postal money order (the definition of financialrisactions in article 4.b of the Law
includes transfers of capital by means of inteovati postal money orders). The
technical aspects are covered by National Banklaégns The scope of identification
is thus the same as those described in paragr2pdn8.the rules on retention of data
are as set out in this section. The informationpad by Moldova indicates that
financial institutions are required to retain tidldwing information on persons issuing
the orders (name, address, account number) thatrmgany transfers throughout the
payment period for both domestic and internatiovied transfers.

298. However, in the absence of specific informatiom ¢&xaminers are not in a position to
assess compliance with criteria VII.2 and VII.3 vsing credit and debit cards for
money transfer; VII.4, VIL5, VII.7, VII.8 and VI9, while criterion VII.6, given the
absence of minimum transaction threshold seemtortm applicable.

299. Transfers can only be made from existing accouris means that it is not necessary
for the persons issuing the money orders to supplgrmation since the bank
concerned should already be in possession of th®uga items of information
necessary to open an account. Information on régjé@stransfers (name and account
number of originator of order and beneficiary, mag of the transfer, reference of any
contract linked to the transfer, identificationis§uing and receiving bodies and so on)
accompany those transfers. The same rules apphatich transfers. The rule is a
general one and there are no minimum limits belductvit does not apply.

300. According to the CCCEC, the National Bank and ttaidhal Securities Commission

representatives, the situation regarding the retergf documentation does not raise
any problems in practice.

3.5.2 Recommendations and comments

301.The AML law requires financing institutions to keepformation on identified

customers, archive of accounts and primary docusneegarding limited and
suspicious financial transactions for a period ofyéars from the date when the
transaction was carried out. Thus the provisionsi®fAML law do not cover the entire
transactions carried out by financial institutiortsjt exclusively those regarding
suspicious transactions and transactions in exab#se set amounts by the law. A
general requirement to maintain all relevant resdat 5 years after the termination of
the account or business relationship should bélksttad.

302. Competent authorities should be given proper powersnable them to request, in

specific cases, financial institutions to keepnaitessary records for a longer period as
determined these authorities.
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303. Also there is no clear specific legal requiremamthe financial institutions to ensure
that information on customers and on all custonner teansaction records are available
on a timely basis to competent authorities. The Alsllv and sector specific legislation
or regulation should clearly require financial ingtons to maintain such information
and data on clients and transactions so that itbeanmade available on a timely basis
to the competent authority.

304. Legislative changes are required to address igal@gant to compliance with criteria

VII.2 and VII.3 regarding use of credit and deldtds as a money transfer instrument,
and with criteria VII1.4, VII.5, VII.7, VII.8 and MI9 regarding all the banking sector.

3.5.3 Compliance with Recommendation 10 and Special Revamdation VII

Conformity Summary of reasons for the conformity assessment
assessment
R.10 PC » Insufficient record keeping regulations for AML/CKFT

purposes, as general archiving regulations laekip
requirements;

* registration/recording of transactions is limited |t
suspicious and threshold based transactions, asedef
by the AML law;

* no requirement in law or regulation to keep allessary|
records on transactions and identification datddoger
than 5 years, if requested to do so in specifiesdy a
competent authority;

* no requirement to keep documentation after terrnunat
of relationship;

* no requirement to disclose needed information on a
timely basis to competent authorities.

SR.VII NC * no regulatory requirements on full originator infation
regarding the use of credit and debit cards asymeat
system for both domestic and cross-border transfers

* no regulatory requirements for financial institutoto act
as provided for in criteria VII.4, VIL5, VI.7, I8 and
VIL.9
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Unusual or suspicious transactions

3.6 Monitoring of transactions and business relationsips (R.11 & 21)

3.6.1 Description and analysis

305. There is a certain amount of competition in the ddotan financial sector. As in other
countries, banks and other institutions take a cerial approach to monitoring
transactions and business relationships (offerang services and commercial products
to their clients) as part of their market strategie

306. The AML Law takes an indirect and limited approacthe monitoring of transactions
and business relationships, within the meaningritdérion 11.1 of the methodology.
There is no general obligation to pay special &ttarto all complex or unusually large
transactions or unusual patterns of transactioas tave no apparent or visible
economic or lawful purpose and such an obligatiboutd be inserted in the AML
Law. The notion of “special attention” is only usadthe AML Law in relation to
customers/resident beneficial owners receiving $ufidbm countries where AML
standards are inadequate (see Article 4 (4)).

307. Nevertheless, many of the specific requirementshef AML Law concern large or
unusual transactions. One example is the machifoeryegistering large transactions
above a certain level, as laid down in sectionsbdahd 5.1. In addition, the list of
transactions considered to be suspicious underoeebt2 includes various types of
operation, such as those in paragraphs a, b, df,athdit meet the requirements of
recommendation 11:

a. single cash transactions or several transactibmisis type in circumstances that
demonstrate that there is no relationship betwheget transactions and the client's
business activity;

b. the deposit of a sum in cash or a transfer tacmount by an individual or legal
person when there are grounds for believing thatdéposit or transfer is out of
proportion to the individual's or legal person'same and wealth, having regard to
his or its area of activity or other circumstances;

c. the transfer or withdrawal of cash by an indisatlor legal person who normally
makes payments by cheque or other form of transfer;

d. ownership of an account that has no relationghithe client's business activity
and to which transfers over the reporting limit arade;

f. payments into a client's account of sums dedla® income but which do not
reflect the client's normal pattern.

308. Clearly, if financial institutions are to be in agtion to report this type of transaction,
they must be aware of and monitor clients' findrema business activities.
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309. As noted in section 3.5, information on complexysuml or large transactions must be
retained for five years. In any case, the inforamais available to the authorities since
bodies covered by the legislation must transmitéhevant files.

310. The AML Law also takes into account the need fagilance in the case of countries
whose AML/CFT measures are deemed to be inadedb@ttion 4.4 requires financial
institutions to pay special attention to clientgesident beneficiaries that receive funds
from countries identified as having inadequate @n-existent anti-money laundering
regulations, and which therefore represent an exdthrisk due to a high rate of crime
and corruption. The drafting is somewhat confusasgthere is no clear definition of
beneficiaries as opposed to clients and foreigrefigaries do not seem to be covered.
The CCCEC plays an important role because thatoseatso requires it to gather and
supply forward looking information to organisatiahat carry out financial operations.
As noted below in 3.12.1, the CCCEC has sent ottierie for this purpose. The
countries concerned are the ones on the list ofcooperative countries and territories.
Article 5(2) of the AML law provides for automatreporting of transactions carried
out through companies and banks from the counivlésh have inadequate or no anti-
money laundering laws or represent enhanced risktalinigh level of criminality and
corruption, as well as operations with residenthese countries.

311. Further to the comments made in paragraph 305ndtien of ‘special attention’ does
not require financial institutions to examine Baations which lack apparent economic
or visible lawful purpose, and to make written fimgs available to assist competent
authorities.

312. Finally, it should be noted that the CCCEC, witl gupport of the Moldovan National
Bank, has asked every financial institution to shibes utmost caution in dealings with
anyone operating in the economic or business fiel@iransnistria and to consider all
transactions with this region as suspicious. Thisiwelcome step in view of the
concerns expressed in the previous evaluation réaod discussed extensively during
the current on-the-spot visit) that Transnistrigresented an offshore area as far as
Moldova was concerned and that it could be usedhtransit of goods and capital to
and from Moldova, thus avoiding the preventive aedforcement machinery
established by that country.

313. The Moldovan authorities have indicated that inoadance with sections 8.d and 8.e
of the AML Law, the CCCEC has supplied lists ofsbibre territories and countries,
drug producing countries and countries lacking ABIET machinery. However, the
evaluation team was informed by representativem ftbe banking sector that they
lacked information about countries that could besidered to pose a risk, particularly
in connection with the notion of offshore area redd to in the AML Law in the
criteria on suspicious transactiéhs

42 After the visit, the Moldovan authorities statedttthe list had nevertheless been sent to the barnk#ational Securities
Commission and notaries. In addition, the CCCE@Qeddsthe Order no. 97 on 28.07.2006 which inclugss bf countries
that do not have in place AML/CFT measures or hiaeglequate measures in this area, countries whigla level of
criminality and corruption, off-shore zones, etc.
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314. Apart from the automatic transaction reporting isguent mentioned earlier, no
authority has been provided to any state agencgruheé preventive law to apply other
counter-measures against any country which doesapply or insufficiently apply
FATF recommendations. There is no evidence thatdbM@ has taken any such
counter-measures against any such country.

3.6.2 Recommendations and comments

315.1t is recommended to introduce a general enforeeatfiligation to pay special
attention to all complex and unusual large transast or unusual patterns of
transactions that have no apparent or visible aoim@r lawful purpose. Financial
institutions should also be required by law, retjalaor other enforceable means to
examine the background and purpose of such traoeaand set forth their findings in
writing and make them available for competent arities and auditors for at least 5
years.

316. A specific requirement should be introduced by L&egulation or other enforceable
means to ensure that financial institutions preatyi examine business relationships
and transactions with persons from countries tleahat apply or insufficiently apply
FATF recommendations.

317.If transactions with persons from countries whictsufficiently apply the FATF
Recommendations have no apparent economic or eisiaWful purpose, the
background and purpose should be examined andewrithdings should be made
available for competent authorities. This requiratnehould be covered by Law,
Regulation or other enforceable means. A mechasiwuld be set up to enable a state
agency to apply counter-measures if a foreign agufails to comply with FATF
recommendations on a continuing basis, as web apécify such measures.

318. The Moldovan authorities should also envisage adgp more targeted approach to
advising financial institutions on potentially ptematic jurisdictions, other than the
NCCT countries and territories and offshore zonekich would involve them in
making their own decisions in respect of individstdtes. They should also provide
legal measures needed for implementing additionahter-measures under criterion
21.3.

3.6.3 Compliance with Recommendations 11 and 21

Conformity Summary of reasons for the conformity assessment
assessment
R.11 PC * Lack of general enforceable obligation to pay spleaitention tg

all complex and unusual large transactions, or uwalugatterns of
transactions that have no apparent or visible evimer lawful

96




purpose.
* No enforceable requirement to examine the backgroand
purpose of such transactions and set forth thenfgsdn writing.

R.21 PC » Lack of general enforceable obligation to examirengactions
with persons from countries, that do not or insudintly apply
FATF recommendations, with no apparent economiwisible
lawful purpose, and to make written findings aaléato assist
competent authorities.

* No mechanism in place to apply counter-measurest dgam
automatic suspicious transaction reporting.

3.7 Suspicious transaction and other reporting (R.13-1419, 25, SR.IV and SR 1X)

3.7.1 Description and analysfé

The general machinery of the AML Law

319. The AML Law, as amended in December 2004, requhresnstitutions concerned to
report transactions likely to be linked to moneyndering and, henceforth, terrorist
financing.

320. It should be noted at the outset that the firsaneixation team gave some
consideration to the impact of an amendment matde #dfeir onsite visit, which was
incompatible with the FATF requirements and whiels Bubsequently been repe&fed

321. The reporting obligation under the AML Law applis institutions "carrying out
financial transactions"”, as defined in articlerBptactice, the current arrangements are
fairly complex:

a) According to article 4.1.b, single transactiondidL 300 000 (€ 20 000)
carried out by an individual or MDL 500 000 (€ 3B80) carried out by a
legal person must be reported to the CCCEC witltinddys. A similar
form must be completed when the same totals areheglain multiple
transactions over a thirty day period.

3 The description of the system for reporting scispis transactions in section 3.7 should be congpaith the
description of the Financial Intelligence Unit iaction 2.5. The two sections should complementerathan
repeat each other.
“An amendment was introduced after the first viditak exempted from the reporting arrangements eal/by
the AML Law transactions by non-residents with Mmldn financial institutions (or foreign subsidiaie
whether those transactions were included in thestiold or suspicious categories. The examiners advised
that the amendment appeared to be motivated bgieede attract foreign clients and investors. Tarigendment
was the subject of a separate dialogue with thedbi@n authorities under the MONEYVAL “Compliance
Enhancing Procedures”, and was subsequently repkdés in 2006 before the final adoption of théport.
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These limits have been raised (by more than 50%}gesithe last
evaluation, since the system was threatening @ teaomplete overload
of the FIU (which was previously the special saetid theProkuraturg).

b) Section 5.1 is concerned with certain over-thetlim@insactions, for which
there is no deadline for reporting:

» the conversion of low nominal value bank notes mes of high
nominal value, if the sum involved exceeds MDL B0 @€ 3 300);

* increases in bank deposits to a level in excedd@f 250 000 (€
16 700), followed by their transfer to another pers

* international financial transfers in excess of M5 000
(€ 4 300), with requests to pay the recipient ishca

* several accounts opened by a client in the samadial institution
with the same beneficiary and the subsequent paytieough
these account of sums exceeding MDL 250 000 (€00§;7

» transfers or receipts in excess of MDL 100 000 (&06) to or
from countries where, according to the governm@npiraved list,
drugs are produced illegally.

c) Presumed suspicious financial operations arereavin section 5.2, which
contains an exhaustive list of 13 types of suspgifinancial operations (see
annex ll); article 4.1.c makes it obligatory tdarm the CCCEC within 24

hours of any transactions that are not suspicisudedined by article 5.2, but
for which there are circumstances ‘indicating thspicious nature’.

322. The legal requirement (which needs to be coveretladw or Regulation) to make an
STR is not linked in the preventive law to a sugpidhat funds are the proceeds of a
criminal act or of a predicate offence, as requireder criterion 13.1.

323. Suspicion that funds are linked or related to,cobé used for financing of terrorism,
does not constitute a basis for an STR, as reqbiyedriterion 13.2. Moreover, article
5.2 of the preventive law (suspicious transactiamgkes no reference to terrorism
financing.

324. Due to the above, the scope of transactions tHairfder the definition of transactions
with ‘the suspicious nature’ (article 4.2.1) is maver than the requirement to report all
suspicious transactions, as provided by criteri®r8.1Moreover, attempted suspicious
financial operations are not covered.

325. Since December 2004, suspicious transactions heheded the ones carried out by

companies or banks in countries with no rules tal deith money laundering or
terrorist financing or whose rules are inadequatewhich are considered high risk
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because of the high level of crime or corruptioogether with transactions with
residents of these countries (Article 5 (2)k AMLwa

326. No distinction is made between tax and non-taxedl&ransactions so the naotification
requirement covers both.

327. Despite certain difficulties (detailed informatiomas not available until after the
visit)**, the Moldovan authorities have been able to pevite following statistics on
transactions reported in 2004

Origin of reports and number of Transactions Suspect financial
reports made — year 2004 subject to operations

an upper limit
Banks 240 314 25 612 (of which 23 708

concern Transnistria)

Bureaux de change 4 0
Insurance 49 2 (concern Transnistrig)
Notaries 263 0
Brokers: independent recorders 59 4
Asset and product exchanges 23 0
Others 0 0

328. The above table does not include notifications miagsupervisory bodies as part of
the co-operative process. The examiners were twdl the National Bank and the
National Securities Commission did issue notificasi, even though they were not
obliged to by the AML Law.

329. For comparison, the following information for 20QQ03 appeared in the previous
evaluation report.

Data 2002-2003 Transactions subjecSuspect financial
to an upper limit operations

Banks 70 620 1 300

Notaries 1480 16

Custom&’ 3350 48

Securities Intermediaries 360 6

Total 75 810 1370

330.In 2004, the great majority of reports came fromKsaand a significant proportion
concerned transactions with Transnistrian banks ®werall number of suspicious

5 According to the authorities, these difficultie®se in part because the data had been sent ©QGREC on
paper.

“% The figures for the Customs are incorrectly ineldidn the total: they should not be part of thelatetions of
transactions, since the information received frobm@ustoms is not provided by virtue of an obligatio make
declarations but by that of a natural obligationdathorities to work together.
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financial operations fell and is currently very l@mempared with other transactions.
The insurance sector has finally started to repartsactions, as have thereaux de
change.

331. As already indicated in 1.1, transaction reportiatis for special forms for each sector
or profession concerned. The CCCEC is responsible drawing them up and
distributing them, accompanied by a letter, thudicating that the institutions
concerned are required in practice to report tretimas (see also section 4 on non-
financial institutions). At the time of the firstisit, forms existed for banks,
solicitors/notariesbureaux de changéncluding ones in hotels), insurance companies
and intermediaries in the securities market. Thisvhy these are the only sectors
shown in the table as reporting transactions.

332. Other statistics were supplied after the first tvisn action taken on reported
transactions (see 2.5.1).

333. As the examiners were told, there is no computéristormation system in place for
reporting’’. The CCCEC therefore accepts notifications by ¢exemail, or more
generally by post. The examiners were assuredritthe last named case, the strictest
deadline — 24 hours for reporting suspicious trefsas — was generally adhered to. In
the other cases, the more generous deadlines teeaumstraint. Modernisation of the
reporting system using computer networks is delgrdb the extent that this is possible
and that resources are available.

334. With regard to the security of the reporting aremgnts, section 4.1.g prohibits the
tipping off of third parties. Section 6.1 protecisstitutions covered by these
requirements from being held liable for them, baeathe transmission of information
under the AML Law cannot be considered a breachbariking or professional
confidentiality.

335. A further aspect concerning physical security & the anti-laundering office does not
have separate or secure premises within the CCCEC.

336. Article 6.4, which at first sight may appear redant goes further by specifying that
the institutions carrying out financial transacgand their employees are exempt from
disciplinary, administrative, civil and criminal ggonsibility that might be incurred
while exercising provisions under the present lawen if such exercise results in
pecuniary or non-pecuniary damage. The major pafiititerest here is that individuals
working for these institutions are also protectetiich might act as a disincentive to
any reprisals, for example against employees ociaf§ who report an important
client.

337.0ne of the problems identified in the onsite megtiwas the possible vagueness of
article 4.1.g, which prohibits disclosure of natiftions. Certain persons met thought
that this provision did not explicitly cover all gsible cases of notification. The

*" The CCCEC and banks agreed in June 2004 thatdimanformation would henceforth be transmittedhe
Centre via a secure computer link. The system beagyerational after the visit.
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problems concerned transactions above a certa#l, Isince the situation regarding
suspicious transactions seemed to be clear. Fraah widis said onsite it was difficult to
see the problem, but the examiners understandtthases from the dual nature of the
arrangement governing transactions over a cergial,| with only those covered by
section 5.1 being described in the legislation wetierence to such transactions.

338. Another problem is that there are no specific pg®for failure to comply with this
provision. Section 10 merely states that breachéseoAML Law shall be punished in
accordance with the legislation in force, which meassentially the Criminal Code (in
the event of complicity) and the Code of Administra Penalties. Discussions with
banking representatives, who of all those concemed nevertheless among the best
informed on AML/CFT issues in Moldova, suggesteat tthere were no arrangements
for penalising disclosure of reports and that is\weasentially an ethical matter.

The 2002 National Bank Recommendations

339. The National Bank 2002 recommendations on antidating programmes for banks,
in particular recommendation 8, also include a repg requirement, though only for
suspicious transactions. The official responsiblddundering matters must be notified
and any problems relating to money laundering nilush be passed up the internal
chain of command to senior management and thenmitesecurity department. The
reporting requirement only concerns these susgscitansactions. Monthly reports are
submitted to the National Bank, indicating the nembf transactions reported to the
CCCEC.

340. Suspicious activities affecting the institutionecagrity, stability and reputation must
also be notified to the prosecuting authorities toredsupervisory body.

Feedback

341. The FIU does not appear to have a policy on feddbance it considers that it cannot
communicate information between institutions coudrg the legislatiof?.

342. In fact, feedback does not mean the transmissionfofmation on individual cases in
real time, but rather regular overviews of the aiten. This would encourage the
institutions concerned by showing them that thefiores were making a real
contribution.

Terrorism related reporting obligation

343. The extension of the AML Law in December 2004 idtroed an obligation to report
suspicious transactions related to terrorism. Mes however not formulated as a
general obligation covering all instances of tratisas being suspected to be related to

“8 The draft new AML Law contains provisions on feadk
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terrorism: the list of suspicious transactionsyantludes one criterion (k) that covers
this area and only in respect of transactions femuntries which have inadequate
AML/CFT Laws etc. Even supposing that the instdos concerned were to interpret
the AML Law fairly broadly, the restrictive apprdaadopted by the legislation also
tends to reduce the scope for initiative. Anothatdr likely to limit the number of
notifications is the lack of information on whiclountries take insufficient AML
precautions.

Cross-border cash transportation reporting

344. With the NBM Regulation on foreign exchange reguolaton the territory of the
Republic of Moldova (13 January 1994) and the Law 1569-XV (20 December
2002), Moldova introduceda. a declaration system on the import and export of
banknotes, coins and cheques (Moldovan or foreigwjiten declaration of these
values to the Customs is mandatory above a thrégsfolhe equivalent of 10.000 €.
Export of up to 50.000 € in cash or cheques isowal if accompanied by certain
attestations or documents in the form of authdosatrom a commercial bank or the
National Bank to export currency and/or a custoraslatation confirming that the
currency had previously been imported into MoldoVhe specimen of the customs
declaration form (supplied to the team at the bgrdewever makes no reference to the
threshold.

345. Other goods and merchandise, including high vahmdg such as jewellery, are also
subject to declaration, but then for the purposthefappropriate levying of import and
export duties. There are no specific regulationghen cross-border transportation of
bearer negotiable instruments other than cheques.

346. All relevant information is registered in an intalrdatabase that is accessible to the
OPCML. Otherwise the access is limited and reqbased. The d-base is equipped
with a “red light” programme to detect suspiciotasactions. Customs report the cash
declaration forms to the FIU on a monthly basisspant to the Order of the General
Director of the Customs nr. 106 of 21 July 2003.eyican demand additional
information and conduct criminal investigations enthe general attribution of powers
according to article 268 CPC, but this only in exgpof customs violations (such as
smuggling and non-payment of duties - articles 248 249 CC).

347.In the event of false declarations and non-decla@sh or values it was stated that
normally, beside seizure of the assets, this woodd followed by a customs
investigation pursuant to their specific assignmantthe Customs Code (article 203
ff.). Failure to declare or false declarations meated as violations of articles 248 and
249 CC (smuggling and non-payment of duties) whéninal intent is proven and are
punished accordingly. In lesser cases (absencenoinal intention), the administrative
procedure of article 193 of the Administrative Cade be applied to confiscate (at the
order of the Public Prosecutor) and/or a fine wdaddevied up to 400 MDL.

“9 This is a full addition to the original report fimving the December 2006 on-site visit.
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348. When confronted with indications of criminal prodsethe investigation is passed on

to the CCCEC or other police authority under theesuision of the public prosecutor,
who coordinates all joint investigations. ReportofgML and TF suspicions to the FIU
is not an obligation under the AML law but is maiigd by good law enforcement co-
operation taking into account the specific assignnw# the Centre. It is unclear on
what legal basis — if any - customs have their @uthority to seize goods or values
when ML or TF is suspected, outside the contextcaedtoms violations and the
declaration system. The general seizure and catitstregime applies where there is
a suspicion of ML or TF in the framework of crossder transportation.
Consequently, the observations made in this regpedér Sections 2.3 & 4 are also
pertinent here. It is however worth noting that tbé Terrorist lists are not
disseminated to the Customs.

349. As far as international co-operation is concerribd, Moldovan Customs are clearly

committed. They are a member of the WCO and paotysdveral co-operation
agreements, such as with the EU and the CIS cesntiihe co-operation with EU
countries was said to be slow, but all incominguesgs had been executed.

Effectiveness

350. The following statistics were provided:

2005 - declared cash import of 22,3 million USD and21jllion EUR
- similar export of 5,9 million USD and 6,1 milhicEUR.
- 19 cases of non-declaration
- seizure of 1.575 Pounds, 8.300 USD and 42.00R EU

2006 - 11 cases of non-declaration

- seizure of 18.565 EUR, 1.860.820 USD and 10.7ki6 Grivha

351. None of the declarations or non/false declaratibage given cause to a criminal

investigation.

3.7.2 Recommendations and comments

352. The thresholds for reporting transactions in theem "catch-all" system recently had

to be revised as they were leading to an excessiveber of notifications of little
value, as evidenced by the very limited numberegiorts of suspicious transactions.
Lifting certain thresholds for reporting transaogas open to debate in a country with
a such a low standard of living, though it may wed justified by the lack of
computing and technical facilities available for maging the resulting flow of
information. It is to be hoped that over time gesaémphasis will be placed on
identifying all suspicious transactions and not jimse identified in the Law as the
existing relatively inflexible approach to what estitutes suspicious operations
considerably reduces institutional discretion (gifouhis was probably justified at the
time of drafting given prevailing attitudes).
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353. The banking sector representatives whom the teanals@agreed that relatively more
attention should be paid to suspicious transacttbas to those above the reporting
limit, and that the former were more important. fteso pointed out that operating
methods changed rapidly, which meant that the AMawLlist of suspicious
transactions soon became obsolete. The figureeported transactions were in any
case generally very low.

354. There is a border control system in place that shallow for an adequate screening
of the cash import and export. The data are ditiftdgistered and forwarded to the
FIU, yet without having triggered any law enforceraction. At the moment the
information is only used, and only has value, askbeound intelligence. The potential
is there, but not really put into effect. Therenis evidence of the customs being
actually aware of their important role in tracimintnal assets and actively looking for
suspicious cash, beside contraband and evaded.dBtsides, the sanctions for failing
to make a (truthful) declaration — outside the eghbf smuggling - seem rather low.
Given the still predominantly cash driven economy aash generating criminality in
Moldova the border control should contribute morgnigicantly to criminal asset
discovery and recovery.

355. Instead of a specific and exhaustive list of suspi& transactions the preventive law
should make suspicion that funds are proceeds érame or are linked or related to, or
are used for financing of terrorism the only mandatbasis for making an STR,
regardless of transaction amount. The CCCEC andupervisory authorities should
be authorised to provide guidance to the repottisgtutions regarding recent ML/FT
typologies and transactions used to enhance thecitgmf these institutions to detect
suspicious transactions.

356. A fully comprehensive provision should be introddd®y law or regulation requiring
financial institutions to report to the FIU whenewbey suspect or have reasonable
grounds to suspect that funds are linked or relatecbr to be used for terrorism,
terrorist acts or by terrorist organisations orséhavho finance terrorism, in line with
SR IV.

357. The Moldovan authorities should also clarify theeation in respect of the application
and scope of Article 4. 1(g) and make it clear thapplies to all reports of operations
subject to an upper limit, under both articles d) Hnd article 5.1(a) to (e). This would
avoid the risk of confusion and non-reporting.

358. It is also recommended to clarify the issue of sans in the AML Law in case of non
compliance with art. 4(1) (g) (prohibition of tipy off).

359. The question of a single form for reporting allnsactions whatever the reporting

entity should be seriously considered, and thecpalthereby entities are only bound
by their obligations if a form and a CCCEC instrantexist should be abandoned.
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360. The declaration obligation should extend to all rbeanegotiable instruments.
Furthermore enhanced awareness-raising of therogsstiould bring a more effective
focus on recovery of criminal assets.

3.7.3 Compliance with Recommendations 13, 14, 19 andcBfefion 25.2), and Special

Recommendations 1V and IX

Y%

Conformity Summary of reasons for the conformity assessment
assessment
R.13 PC * The reporting system is in place, but the concéugpicious
transaction lacks all the elements establishedserial criterig
13.1, 13.2.
» Attempted transactions not covered
» Overall reporting system performance is still fairieffective
R.14 PC The scope of Article 4.1.g should be clarifigagether with the
applicable sanctions
R.19 C
R.25 NC Absence of feedback
SR.IV NC * No explicit mandatory obligation for financial itstions to
report STRs when it suspects or has reasonablendsoto
suspect that funds are linked or related to, obaoused fo
terrorism, terrorist acts or by terrorist orgarias and thosg
who finance terrorism apart from transactions inva
residents of countries which inadequately implemEATTF
standards.
SR.IX LC * Not all bearer negotiable instruments covered bgladation

regime.

Insufficient focus on recovery of criminal proceddficiency)

Internal controls and other measures

3.8 Internal controls, compliance and foreign branchegR.15 & 22)

3.8.1 Description and analysis

361. The first point to make is that Moldovan financiastitutions, and more specifically
banks, insurance companies and financial intermiediado not have foreign branches.
For the situation in Transnistria, which remainsirsegral part of Moldova, reference
should be made to the introduction and section 3.9.
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362. Article 4.3 of the AML Law states that institutiooarrying out financial transactions
shall work out plans of action to combat money terng which shall include
minimum provisions, such as:

a) internal policies, procedures and measures ofermmal control, including
appointing managerial staff to be responsible farswing that policies and
procedures applied by the financial institution gynwith requirements under their
statutes and the anti-money laundering legislatol that the "know the customer"
rules are strictly observed, with a view to promgtethical and professional rules in
the financial sector and preventing deliberate andn-deliberate use of the
institution’s facilities by criminal elements;

b) maintaining continuous training programmes fdafé and establishing strict
selection criteria that ensure a high level of gsgionalism among staff;

¢) using audits to monitor system performance.

363. These provisions cover the requirements of FATEmauoendation 15 and effectively
transpose it point by point.

364. According to the information collected by the exaers, the situation in banks and
bureaux de changes fairly satisfactory, on account of the exterrgipervision
exercised by the National Bank. In the other finalngectors - insurance and securities
intermediaries® — the examiners were unable to obtain assuranbes the
recommendation 15 measures were being implemeatetastorily. The information
was often imprecise or totally lacking, or referradinly to the issues of identification
and reporting.

3.8.2 Recommendations and comments

365. The question of the existence of internal contmlshe non-banking sector affecting
all AML Law obligations remains open and once resoility for supervising the
implementation of the AML Law has been clarifiede ttMoldovan supervisory
authorities must ensure that internal controlsiarplace in all the subject financial
entities.

3.8.3 Compliance with Recommendations 15 and 22

Conformity Summary of reasons for the conformity assessment
assessment
R.15 PC The question of effectiveness arises in findrseators other than
banking
R.22 NA (No foreign branches)

%0 See the note on the National Securities Commissisection 3.10.
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3.9 Shell banks (R.18)

3.9.1 Description and analysis

366. The law on financial institutions and the Regulatiem. 23/09-01 of the NBM set out
the licensing procedures for banks. Article 7(3jdth® law on financial institutions
requires a bank to provide the evidence of a leagrirchase of bank premises as one
of the preconditions for issuing banking license.

367. Licences to foreign bank branches are only graifitefithe foreign bank is authorized
to engage in the business of receiving deposithénforeign country where its head
office is located, b) the competent foreign sujsemy authority in the home country
has given its written consent to the granting of tltense and c) the NBM has
determined that the foreign bank is adequatelyrsigeel by the foreign authority.

368. The only direct reference to shell banks is inctudte the Decision of the National
Bank no. 279 on the approval of instructions regaydhe opening of accounts abroad
(of 13 November 2003, published in the Official Nton on 21 November 2003).
Section 1.8 of the decision provides that banksh@ Republic of Moldova are
forbidden to open accounts abroad in shell bankgjedined in the documents of the
Basel Committee on Banking Supervision. At the apgaccount procedure, the bank
in Moldova has to verify the foreign bank in retatito its physical presence and its
supervision by the competent authority, and to rdétee the name and address of the
supervisory authority.

369. However, no guidance has been issued to banksdiagacompliance with the
mentioned requirements.

370. Moldova has not experienced any particular problemsthis domain and the
representative of the state tax inspectorate hdisated that the banking and financial
sectors have not been affected by the shell compl@nomenon. The Moldovan
authorities, and in particular its National Bankpnesentative, indicated that they
exercise great vigilance and that it would probdigynow difficult to operate a bank in
Moldova with no real economic function.

371. Attention should also be drawn to the authoriti@st particularly the National Bank's,
efforts to block transactions with unsupervised Ksam Transnistria. In 2004, nine
banks in the region, including former subsidiar@dsregular banks, were declared
illegal because they lacked the necessary NatiBaak authorisation. This meant that
some of them might have been shell or "letterbaiks. The National Bank has also
alerted foreign banks acting as correspondentsafshistrian banks.

3.9.2 Recommendations and comments

372. Moldova indicated that they exercise supervisioardsanking services in the territory
under governmental control (and that shell banksnat operating in these parts). The
establishment of shell banks is not permitted leyNtoldovan legislation.

107



373.The examiners have not been shown any requirenfgnigw, regulation or other
enforceable means) which oblige financial instdo§ to discontinue existing
correspondent banking relationships with shell Isarikany, as required by Criterion
18.2.

374. Equally, the examiners have not been provided wsgiifficient information that
financial institutions are required to satisfy ttemives that respondent financial
institutions in a foreign country do not permitith@ccounts to be used by shell banks.
Consequently, they recommend to insert in the lawegulation clear provisions on
shell banks, covering essential criteria for recandation 18.

3.9.3 Compliance with Recommendation 18

Conformity Summary of reasons for the conformity assessment
assessment
R.18 PC * There is no specific requirement for financial itngtons to
discontinue correspondent banking relationship vettell
banks;

* No legal requirement for financial institutions watisfy
themselves that respondent financial institutions iforeign
country do not permit their accounts to be usedsbgll
banks.

Requlation, supervision, follow up and penalties

3.10 The supervisory and oversight system - competent thorities and self-regulating
organisations - Role, functions, obligations andowers (including sanctions)
(R.17, 23, 29 & 30)

3.10.1 Description and analysis

375. Moldova's supervisory and oversight system isyatdmplex and raised a number of
doubts in the examiners' minds in the last evadnatound. Given the importance of
this issue, these are repeated Here

*1 The last report made the following recommendation:

In order to ensure the full application of the piptes in Recommendations 26 et seq. [the preveusion of

the 40 recommendations] of the FATF, the expertsrmrenend that regular coordination meetings be hatti

that the various provisions of Article 8 make cledrich supervisory bodies are being referred to thad a list

of those bodies be provided in order to clarify #weti-money laundering responsibilities; the Moldov

authorities might possibly contemplate giving tHeJ Express powers to follow up the implementatidrtie
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The general situation and the CCCEC

376. Section 7 of the AML Law makes the CCCEC respossibr its implementation.
However, to do so, the Centre has to rely on cheeksed out by the authorities
entrusted to exercise control over the legitimacyransactions carried out by financial
institutions — section 8.1.a, of which it receisegopy of the results. These "control
authorities" are almost certainly the sectoral suipery bodies, but they are not listed
or named in the legislation. These authoritiesase responsible for education and
familiarisation activities, which includes new medls of and trends in money
laundering and terrorist financing. Section 8.1sodays down special AML/CFT
supervisory obligations. These include all the gdtions in section 4, such as the
establishment of internal policies and appointmerit AML officials, client
identification and so on, even if article 8.1.aslaet refer to them explicitly:

"1. To combat money laundering and terrorist finage the institutions carrying out
financial transactions are obliged to proceed adfofes:

a) check whether institutions carrying out finarcieansactions use prescribed
policies, practices and procedures, including strides on knowing the client, with a
view to promoting ethical and professional condwithin the financial sector and
preventing deliberate or non-deliberate use of ficial institutions by criminal
elements, and whether financial institutions conwpih their own policies, practices
and procedures aimed at uncovering money laundexmyterrorist financing."

377.Under the AML Law, the CCCEC does not have powegrtsure that this supervision
is carried out. Its role is more one of generabodination (section 9). However, the
situation in practice is more confused, since itesgad from the meetings that
members of the CCCEC anti-laundering office do ycamat on-the-spot inspections
under the CCCEC's governing legislation. As notedlen 2.5.1, all ten officials
working for the section are involved in both anayand inspections. Moreover, a
major exercise apparently took place in Decemb@320 check on the effectiveness
of AML measures, particularly compliance with thiels on identifying clients.

378.0n the other hand the CCCEC does seem to be tlyeamhority responsible for
imposing penalties for non-compliance with the AMaw. The same applies to the
National Bank with regard to its own regulationg;luding the AML regulations. This
derives from section 8.2, and from Regulation nbl df 15 September 2003 of the

Director of the CCCEC (Rules of the Office for Reation and Control of Money
Laundering).

379. Hoverer, the scope of the AML Law is still uncledn the event of failure to observe
provisions set out under the present law by natauadl legal persons carrying out
financial transactions or when disclosing indicatoof illicit receipt of proceeds, the
persons responsible shall bear administrative resjality in compliance with the
effective legislation and the respective matershall be circulated, if necessary, to the

AML Law irrespective of the sector (solving alsospible issues which could arise from concomitant
competences); it would then be possible to comperisaany shortcomings found in a specific sector.
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Centre for the Fight against Economic Offences @uadruption.” The wording does
not seem to apply to obligations other than cligientification and the reporting of
transactions (for example, the adoption of intepracedures or the appointment of an
anti-laundering official).

380.In practice, the CCCEC/FIU has already receivecormftion on irregularities
identified by the National Bank and the Nationat@#ies Commission. No detailed
information is available but the team was informeédring the visit that these
irregularities had concerned failures to repomsgetions to the FIU, which might tend
to confirm the above suggestions that the law Iacksision.

The National Bank of Moldova

381. The National Bank was established in 1991 andveged by Law no. 548 XIll of 21
July 1995. It has played a key role for severatyea

382. 1t is particularly responsible for issuing opergtiicences to financial institutions and
the general supervision of this sector, under gacti4 of the NBML. As noted in
previous reports, it has broad powers, includintpeiiawal of operating licences, but it
has not made use of them to combat money laundeziren though this is one of its
responsibilities in the banking sector (under sec#i3 of the Financial Institutions Act,
no. 550 XII of 21 July 19985, The National Bank also authorisesreaux de change
and hotels to conduct exchange activities with\imlials. Licences issued to banks
allow them to conduct exchange operations but theyst register their foreign
exchange offices three working days before theynofidie National Bank monitors
this sector through its Foreign Exchange Controidion .

383. The National Bank has approved a number of relevegulations and documents
since 2002: January 2002, regulation on the opeming closing of accounts in
Moldova, abrogated by a new Regulation of 10.1242@@nonymous accounts or ones
under fictitious names are prohibited); Instructiom opening accounts abroad
(Decision no. 279 of 13.11.2003 of the AdministratiCouncil of the NBM as
consequently amended) as well as with modificati@m completions in the
Regulation no. 10018-20 on the organisation andtfoning on the territory of the
Republic of Moldova of foreign exchange offices dodeign exchange bureaux by
hotels; April 2002, recommendations on bank antitiering programmes, with
particular emphasis on the Basle Committee priasipincluding principle 15: "know
your customer"; introduction and updating of a guah on-the-spot checks of banks

%2 Section 23. Money laundering

Banks shall not conceal, convert or transfer magregther known proceeds of criminal activities wétlview to
concealing their illegal origin or helping any othparty involved in such activities to escape tegal
consequences of his or her acts.

Banks shall be deemed to be aware of the illeggiroof money or other assets where this may beriafl from
objective factual circumstances.

Banks shall notify the competent authorities of amtters within their knowledge which indicate thainey or
other assets are of illegal origin. The provisidnhis information shall not be deemed to be iedah of Article
22 above (business secrecy).
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carried out by National Bank staff, with the intumtion in 2002 of new directives
based on the AML legislation.

384. Banks were required to submit their anti-laundepnggrammes to the National Bank,
which then made any necessary adjustments.

385. Banks also submit monthly financial reports to t@tional Bank. These contain a
record of AML activities, including the number oahsactions reported to the FIU, and
activities to familiarise staff with the internaM\. programme and any changes to that
programme, and to train them to apply the programme

386.In May 2004, the National Bank set up a special itodng group to oversee the
application of AML measures. This works closely lwihe CCCEC. Its role is to
supervise the implementation of the legislation aradke proposals for improvements.

387. The National Bank may impose penalties for non-danpe with the measures laid
down in the 2002 NBM recommendations (as opposeitié AML Law). The legal
basis for this is section 38 of the Financial kositons Act, which includes a number of
possible measures ranging from written warningsitbdrawal of licence. On-the-spot
checks were carried out in 2002-2003 on the appicaf internal AML programmes
and this led to warnings and recommendations conugrl3 commercial banks. Six
warnings and 5 orders were issued in 2004. In #se of two banks in which serious
irregularities were detected, concerning the idieation of beneficiaries and
shareholders, their authority to accept deposits stspended. Three bank directors
were also dismissed during this period.

The National Securities Commission

388. The National Securities Commission, which awarderices to carry out securities
exchange transactions, is an independent publiwaty with five members, assisted
by an administrative directorate of seven sectioitis a total of 75 staff. There are also
three local agencies in the country's other maimso

389. The examiners were told that general supervisioopetators also took account of the
AML Law, in particular how the forms were complet&teventive checks are carried
out as part of the regular supervision process whdn the Commission assists
enforcement agencies. When it suspects that laungdaright be taking place it asks
the CCCEC to investigate.

390. Under the legislation, regular checks are carriatilan operators' knowledge of the
system. Training/retraining courses are held eWerge years and take account of the
AML/CFT dimension. In addition, after the most retamendments to the AML Law
that introduced the terrorism dimension the Comimiskeld a meeting of operators to
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explain the changes. No specific background doctsnen factsheets have been
produced for this sector, apart from the practigatle published by the CCCET

391. Under the administrative penalties code, the Natid®ecurities Commission may

impose sanctions directly. In 2004, 38 penaltieseweposed for failure to present
documents or information to shareholders or for imalating markets. The sums
involved (MDL 1 800) have been deemed inadequadeitanas proposed in mid-2004
to raise them. This was still under consideratiarird) the visit*. When asked which
provisions of the AML Law were most frequently c@vened, the Commission
representatives first spoke about general breaahdsthen said that they had never
found any breaches of the AML Law or found it neszeg to impose penalties for that
reason. Subsequently, the Moldovan authoritiessadvthat the Commission detected
breaches to article 4.1(b) of the AML law.

Ministry of Finance

392. The Ministry of Finance issues licences via a nermdd departments and agencies and

is responsible for various sectors of activity.

The treasury regulates and supervises the precimials market. Legislation was
enacted in 2004 establishing a single set of aemyemts governing the trade in,
circulation and use of precious metals. ltems eeatring the state markings and whose
origin cannot be established can now be confiscated

The state insurance and pension fund inspectoeseah establishment of ten posts,
seven of which are filled. The team was told thatds in permanent contact by letter
with the CCCEC and that any information producedhsy CCCEC was circulated to
insurance companies. The inspectorate has supservissponsibilities but the
Licensing Chamber is responsible for issuing liemn¢see below). The inspectorate
may issue instructions and if an insurance comp#gs not comply the Licensing
Chamber may then withdraw its licence. The inspatéowas not involved in drawing
up the CCCEC anti-laundering guide (see 3.12) aasi ot consulted on it.

The savings and loans associations supervisoryrimegat issues licences to and
supervises these associations. As noted in 1.8ethee financial institutions but are
not covered by the Financial Institutions Act.

Under a government regulation, the directorate ggrer financial control and audit
monitors public purchases over a certain level supgkrvises institutions financed by
the state, other than the most important ones, asichinistries, which are covered by
the court of auditors. Its responsibilities incluaBsociations and companies.

S After the visit, in February 2005, following the timmal bank example the NSC issued a regulation on
preventing and combating money laundering in tloeises market.

**The NSC has submitted proposals to the governneeatrtend the lesser offences code. These would make
securities exchange operators responsible forréatio comply with anti-laundering legislation arebulations
affecting the securities market. Fines would beaséietween 500 and 800 conventional units.
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393. On account of an absence of clearly defined regpititiss, certain departments of the
Ministry of Finance do not consider themselves dawehany authority to supervise the
application of the AML Law in their respective sarst This applies to the supervision
of insurance companies, for example, where respiifgiis said to devolve on the
Licensing Chamber (see below), though the latteo dkenies that it has the necessary
powers.

The Licensing Chamber

394. The Licensing Chamber, which since 2002 has begporssible for issuing licences
covering 37 different types of activity, is not pesly speaking a specialist supervisory
authority. It was set up in the first place to make licensing procedure more
consistent and transparent and compatible with pttieciples of the rule of law.
However, some of those whom the examiners met @bt thought that the chamber
had a role to play in the supervision and monitpriof commercial activities,
particularly in the field of insurance and othesidg@ated non-financial activities and
professions, since it could withdraw licences (sabjto court approval) when the
necessary conditions were not being met. The chaime never in fact done this in
the area covered by this repBrnd it appears that the question of its lack sbueces
(noted in the last round) has not yet been resolved

395. It emerged from the team's discussions that thernsimg Chamber has never seen

itself as a supervisory authority within the meanaf the AML Law (as was already
the case in the previous round).

Penalties and obligations in practice

396. Although there are two sets of provisions on théjett, the question of which
penalties apply to breaches of the AML Law remaimisfused.

397. Firstly, section 8.2 of the Act specifies thah 'the event of failure to observe
provisions set out under the present law by natauadl legal persons carrying out
financial transactions or when disclosing indicatoof illicit receipt of proceeds, the
persons responsible shall bear responsibility inmpbance with the effective
legislation while the respective materials shall beculated, if necessary, to the
CCCEC" While bearing in mind that problems may arisenirthe translation, this
provision raises several question marks:

» regarding the application of penalties, it simpdfers to the legislation in force
without specifying what that legislation is (crimin general administrative,

%5 In the period 2004-2005, 539 licences were withwirathough none in connection with money laundeiing
terrorist financing. No such suspicions have eweerbreported to the Chamber under section 19.heof t
Licensing Act.
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sectoral) or classifying offences according to rtlggavity; in fact the applicable
legislation is the Code of Administrative Penalties

» it does not state who can be held responsible @r {ibe body concerned or
individuals);

» a strict reading would suggest that only breachésrovisions concerning
financial obligations (reporting and identifying)rea penalised. =~ The other
obligations under the AML Law, such as the esthbfisnt of internal procedures,
appointment of an anti-laundering official, traiginban on warnings, use of
internal audit to test AML/CFT systems and so oa,reot liable to sanction.

398. Concerning this last point and assuming that thergmetation is correct, it could
explain why the emphasis at meetings with bodie$ thcognised their supervisory
functions concentrated so much on the reportingideatification obligations.

399.There is also section 10 of the AML Law, entitletResponsibility for the
infringement of the provisions set out under thespnt law".

"Persons found guilty of infringing provisions sait aunder the present law shall bear
responsibility in compliance with the effectiveisation’.

400. This does not add much, other than the fact thdodés not restrict the scope of the
penalties, which are applicable to the entire AMAWL

Conclusion

401. Generally speaking, AML/CFT initiatives originatatiwthe CCCEC, and in its own
particular sector the National Bank. The informatpertaining to the securities sector
does not permit the conclusion that the Nationa@luBges Commission is sufficiently
vigilant in monitoring all the relevant AML Law dlghtions. The same applies to the
insurance sector, with the complicating factor thad bodies, the finance ministry
inspectorate responsible for supervising the inseandustry and pension funds and
the Licensing Chamber, share responsibility, ebeagh the latter is not recognised, at
least in practice, as a supervisory body, not totiae its lack of resources.

402.1n the first place, the system lacks clearly dedingenalties and reference to the
relevant legislation (section 8.2) is unsatisfagt@s meetings, including ones with
representatives of the bodies covered by the kgsl, have confirmed. This gap may
explain any difficulties in identifying and penaitig failures to comply with the AML
Law. It was probably necessary for the National IBamtranspose the AML Law into
banking rules (the 2002 recommendations) to endbl® properly exercise its
responsibilities under that legislation. Howeveluahle such an approach, however, it
does lead to a duplication of rules. Moreover, hat time of the visit the National
Securities Commission appeared to be adopting dnee sapproach as the National
Bank since an internal regulation on the identifaa of clients and suspicious
transactions was being prepared.
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3.10.2 Recommendations and comments

403. Firstly, the AML Law should refer to the OPCML raththan to the Centre as regards
FIU aspects.

404. Secondly, the AML Law should include a clear lidt administrative penalties
applicable to the different breaches of the AML Lgwssibly with reference to the
sanctions available in the Code of Administratien&lties®.

405. Thirdly, the effectiveness of the supervision systavould benefit greatly from
clarification. The recommendation made in this @wiion during the second round
evaluation deserves repetition: state clearly éwidwrious provisions of Article 8 which
control bodies are being referred to, and list themrder to clarify the anti-laundering
responsibilities; the Moldovan authorities mightrhgps envisage providing for the
anti-laundering section to have explicit powersartonitor the implementation of the
AML Law whatever the sector (by settling questioviich competing powers between
authorities could cause); this would enable shoninogs in a given sector to be
compensated for.

3.10.3 Compliance with Recommendations 17, 23 (criteri& 233.4, 23.6-23.7 29 & 30)

Conformity | Summary of reasons (relating specifically to sectin2.6) for the

assessment conformity assessment

R.17 PC Penalties for non-compliance with the AML Lawosld be more
clearly specified.

R.23 PC » The allocation of responsibilities must be cladfie

» the AML Law contains no list of competent auth@ssti

R.29 PC The issue of powers has to be seen in relatidhd allocation of
responsibilities.

R.30 PC The OPCML has insufficient resources; the Natidsahk and, to a

certain extent, the National Securities Commissawa the only
bodies that are conversant with AML/CFT issues.

56 At the time of the discussion of the report, theldlbvan authorities advised that a draft amendneihe
Code was adopted in first reading by the Parlianoent.11.2005 and that such a provision is includedas
also explained that the revised AML Law in preparatvill contain a reference to the Code
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3.11 Financial institutions - market entry and ownership'control (R.23)

3.11.1 Description and analysis

406. Financial institutions are subject to dual supeovisfirstly from the CCCEC (at least
in practice) and secondly from the National Bamkg(iicial establishments abdreaux
de change)the inspectorate responsible for supervising itfseirance industry and
pension funds or the National Securities Commissfsnoted in 3.10; the CCCEC
supervises the application of AML/CFT provisionsheTNational Bank undertakes
normal supervision, but also checks on the impldatem of its banking
recommendations, including the April 2002 recomnaioth on the introduction of
anti-laundering programmes in banks. The insuraimckistry and pension funds
inspectorate and the National Securities Commissiwtertake regular supervision of
their respective sectors. It emerges from the mgstihat operators covered by the
National Bank, particularly banks, have generallymplemented FATF
recommendations, but that monitoring efforts ineothectors have mainly focussed on
client identification, transaction reporting andahthe relevant forms are completed.
This may reflect the apparent shortcomings in ttupe of section 8.2, noted earlier.

407. Measures to prevent criminals taking control offinial institutions are covered by
section 8.1 of the AML Law, which states that theharities exercising control over
the lawfulness of financial transactions shall talecessary legal and regulatory
measures to prevent any possibility of control beiestablished over such or
acquisition of major interest by criminal elements.

408. The National Bank transposed this requirement 2081 regulation on significant
shareholdings in banks, which lays down an appreyatem based on a scale of
shareholdings (10, 25, 33 and 50% of the capwat)) checks on the origin of funds
once the 10% threshold is exceeded. Investorgjrityeis one of the criteria applied
when decisions are tak¥nThe 2001 regulation on the conditions to be nyesdnior
banking officials, ranging from board members tdethaccountants, requires an
irreproachable business reputation, no previoumigal or other proceedings, no
financial or administrative problems in former Egsand no prior involvement in
financial fraud or tax evasion. The regulationsoalglace great emphasis on
qualifications. The National Bank exercises the eamgilance concerningureaux de
changeunconnected to banks.

409. Under the Regulation no. 10018-20 of 6 May 1994henorganisation and functioning
on the territory of Moldova of foreign exchangeicdk and foreign exchangeureaus
by hotels as subsequently amended, the National Bank ch#wksprofessional

*In November 2005, the Financial Institutions Actswamended to strengthen supervision of and defences
against investments and share holdings from oftsltountries and areas. See nevertheless, the ansestind
concerns raised by the changes to the AML Law nedigle the visit exempting non-residents' transastifsom

the reporting requirement.
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qualifications of the managers, deputy managers aodountants of such
establishments, and ensures that they have nonadim&cord.

410. The National Securities Commission carries out $heme checks on the origin of
moneys invested and the background and qualifiestad applicants, who must have
no criminal record.

411. The Licensing Chamber also requires a clean crimeword before issuing insurance
licences. However, the insurance legislation dagsequire checks to be made on the
origin of money invested in insurance — as is #tgcase with the other areas covered
by the 1994 legislation, which the Chamber repregams considered to be obsolete.

412. Transfers of funds (see also SR.VI) are undertdkea limited number of institutions,
including mainly banks and, to a lesser extent,t pgfices. There is no specific
National Bank authorisation required by banks fiis ttype of activity, which is
covered by the general licence issued for the whatge of financial services. The
Post Office according to the Moldovan legislatianniot a financial institution and
provides cash transfer services according to the dua post offices no. 463-XVIII (of
18.05.1995).

3.11.2 Recommendations and comments

413. There are a number of gaps:

* Once the applicational scope of Article 8 paragraptas been extended to
all the AML Law requirements, the supervisory auities should swiftly
ensure that they are implemented, and not just reifjard to the reporting
and identification obligation (see recommendatidnsthe preceding
section);

» The licensing legislation should require a checktanorigin of funds and
the personal competence of persons applying fansurer’s licence (and
the other entities subject to the AML Law).

3.11.3 Compliance with recommendations 23 (criteria 233.3-23.5)

Conformity Summary of reasons for the conformity assessment
assessment
R.23 PC No checks are made on the origin of funds andfegsional
gualifications in the insurance sector.
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3.12 AML/CFT Guidelines (R.25)

3.12.1 Description and analysis

414.So far guidelines have been approved by the CCCHEEL the National Bank of
Moldova (and also to a certain extent by other supery authorities such as the one
for the insurance industry). In 2004, the CCCECIighkd a practical guide, which
includes a general description of money laundeaind information on the obligations
of the institutions concerned, such as the dutjilafjence towards clients and to report
suspicious transactions and transactions over thanmm threshold. The guide also
includes a list of indicators of suspicious tramigsrs, sometimes illustrated by
examples, for the following institutions: banks (p@ges), companies dealing in
securities (4 pages), insurance companies (4 pagas)nos (1.5 pages), lawyers,
notaries, accountants and auditors (3 pages),diakinstitutions (2 pageshureaux de
change(7 lines), and other establishments such as gfise®, capital transfer systems
and Licensing Chambers (1 page). The CCCEC has pieduced letters and
instructions that offer guidelines. CCCEC documenésnly concern laundering issues
rather than terrorist financing. The examiners wetd that the guide was scheduled
for updating.

415. Moreover, as stated earlier, section 4 of the AMiwLrequires the CCCEC to specify
countries making inadequate provision for AML/CF&hich it has mainly done
through letters.

416. The National Bank has made various regulationdh siscthe 2002 recommendations,
available on-line, and has also circulated mat@ratluced by the Basle Committee. Its
legal department can be consulted on the interjiwataf obligations.

417. Another problem is the lack of information avaiklgn the CCCEC internet site, such
as the absence of general or sectoral reportsthenfhct that published information is
out of date. For example, the published versionth® basic money laundering
legislation does not include the numerous refereroeerrorist financing introduced
under the December 2004 amendments. In contrasiadtional Bank site includes far
more useful information for the sector concerneudiluding general reports of
activities.

418. Questions also need to be asked about the effaetsgeof AML/CFT information. For
example, the examiners were surprised to discovanvihey met one of the deputy
managers of an important insurance company (adthittene founded two years
earlier) that he had never seen any of the antiepdaundering documents published
by the insurance and pension funds supervisioncgépparently, only the managing
director of the company was involved in these msgtteven though this particular
deputy manager was responsible for general sujpanvig the activities of the network
of agencies. Nor was it clear who in the companyg vesponsible for anti-laundering
matters. The industry and pension funds inspecotald the examiners that the
CCCEC had done nothing to familiarise this sectathvits practical guide. The
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inspectorate had done nothing either and seemesdytdotally on the CCCEC, perhaps
reflecting its staffing problems.

419.The authorities' efforts to produce guidelines emrarist financing seem to have
focussed mainly on the banks. The National Bank dr@snised seminars for and
issued recommendations to banks. The only stegshtak the CCCEC and its special
section have been to send banks the UN list ofisigsis persons and organisations.
The National Securities Commission representa@®s confirmed that the authorities

have only circulated the list of terrorists for kanthough the recipients also include
securities market operators.

420. The practical guide still does not cover terrdfiisancing. It is dated September 2004,
whereas the reforms that extended the scope ofetjislation to include terrorist
financing were in December 2004. A new version plasned at the time of the visit.

421. Overall, the CCCEC acknowledges that outside thmkibg sector, relatively little has
been done to combat terrorist financing.

3.12.2 Recommendations and comments

422. The practical guide is an excellent initiative girtbere were apparently no guidelines
before its publication. However, it remains to beers whether this is enough.
Admittedly, information can be circulated rapidly tetter. The CCCEC/the OPCML
and the various entities in charge of supervisibaukl make a greater publication
effort, bearing in mind the many sectors subjectht® AML Law. Resources are
apparently limited for the publication of documents paper, but the examiners were
able to observe that computerisation is makingdrgpogress in Moldova and it would
be easy to use the CCCEC site as a documentanyrceso

423. Steps should also be taken to ensure that infoomas properly circulated in the
various sectors.

424. Furthermore, information should be provided in fiphere of financing of terrorism,
without neglecting important sectors.

3.12.3 Compliance with recommendation 25 (criterion 2%ifdancial institutions)

Conformity Summary of reasons for the conformity assessment
assessment
R.25 PC » The steps taken are inadequate and should als@atakent of

terrorist financing;

» significant doubts remain about the effectivenesk
information circulation.
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3.13 Ongoing supervision and monitoring (R.23, 29 & 32)

3.13.1 Description and analysis

425. These aspects have already been dealt with in ¢pertt The supervision and
monitoring of sectors covered by the National Bankludingbureaux de changand
fund transfer services, are generally satisfacamy the relevant regulations take fairly
full account of anti-laundering requirements anadl,at certain extent, anti-terrorist
financing. The National Securities Commission asems to exercise a certain general
oversight. This does not cover all aspects of AMETCand there are plans for new
internal regulations, which would transpose the AMaw or at least part of it. The
insurance sector remains neglected from variousdptzints, mainly because there are
no clearly defined supervisory responsibilities agsburces are lacking.

426. The OPCML currently relies on the "competent bdtdiescarry out the supervision.
These are not specified in the AML Law and do rwtsider themselves empowered to
impose penalties for non-compliance with the legish (which is in fact the
responsibility of the CCCEC). The only exceptionti® National Bank which has
resolved these issues and the question of authmyriincorporating the legislation into
its banking regulations and in practice has sanetiobanks for breaches of the AML
law and the related NBM recommendations.

3.13.2 Recommendations and comments

427.The problems relating to this section flow maimgrh general problems in the context
of Moldova; they affect the AML Law and its varioghortcomings as mentioned
elsewhere in this report.

428. Moldova should thus address the various shortcasimghe field of supervision and
monitoring of the whole financial sector (in paui@r the explicit designation of the
supervisory bodies, adequate powers to monitoregnsdire compliance, full coverage
of AML/CFT aspects in inspections of the whole fio&l sector, robust supervisory
programme for AML/CFT purposes with proper inspatiprocedures etc).

429. Better statistical data should be kept by all supery bodies, detailing the nature of
AML/CFT violations detected and penalties imposgttistics of onsite visits and use
of sanctions need reviewing collectively and oroardinated basis, in order to have a
clear picture of the level of AML/CFT complianceress the financial sector.
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3.13.3 Compliance with Recommendations 23 (criteria 23316-23.7), 29 & 32 (conformity
assessment and reasons for that assessment)

Conformity | Summary of reasons (relating specifically to sectin3.13) for

assessment the conformity assessment
R.23 PC Situation only satisfactory for the banking eect
R.29 NC Powers are not clearly conferred by the AML Lasince the
supervisory bodies are not listed
R.32 LC Only the CCCEC, the National Bank of Moldovalahe Nationa

Securities Commission have statistics and thesesangetimes
difficult to obtain for technical reasons or beaa$ doubts abou
competence.

—

3.14 Money or securities transfer services (alternativeemittances - SR.VI)

3.14.1 Description and analysis

430. Banks and post offices are the only establishmautkorised to transfer money and
securities. Although the main networks - Westerniodnand Moneygram — are
represented in Moldova alongside one or two puMbldovan money transfer, or
remittance networks, they perform wire transfeis banking channels. There is little
discussion, as in other countries, of the issuisedaby the involvement of businesses
whose main activity has nothing to do with finahcarvices.This type of service
provided by banks is supervised by the NationalkBan

431. Post offices carry out money transfers both doroakdyi and internationally. They are
monitored by the postal service directorate andntiveéstry to which it reports. At the
meeting with representatives of this sector, molaeydering and terrorist financing
were not discussed.

432.Nor was the team told during the visit of any sspibated informal or underground
remittance arrangements using parallel networkthe@Hawala or Hundi variety.

3.14.2 Recommendations and comments

433. This sector does not appear to pose any partigutarlems, or if there are any they
concern the principal activity of economic operatar businesses, linked to remittance
networks, as was the case with one of the Molddarks accused in 2004 of money
laundering through transfers to Latvia. Howevelisinot impossible that remittance
networks will expand in Moldova as the country depe economically and remittance
companies see a commercial interest in developieig activities in the country.
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434.Moldova should remain vigilant where the machinéoy transferring funds, or
remittances, is concerned and ensure that all tygsréwvhether affiliated to foreign or
national money transfer networks) also discharge thML/CFT obligations in respect
of funds transferred by Western Union, Moneygram aher arrangements.
International experience has shown that certaimingl activities make considerable
use of this type of facility. Moreover, Moldova particularly vulnerable to some of
these activities, such as drug trafficking, prosioin and human trafficking.

3.14.3 Compliance with Special Recommendation VI

Conformity Summary of reasons for the conformity assessment
assessment
SR.VI PC * Requirements identified under R.5-11, 13-15, 21 no¢

implemented by the Post office and those under ,R247 25
do not apply to the Post office, which is a parthoé sector.
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4 PREVENTIVE MEASURES - DESIGNATED NON-FINANCIAL
BUSINESSES AND PROFESSIONS

4.1 Customer due diligence and record-keeping (R.12)

(in accordance with R. 5 to 10)

4.1.1 Description and analysis

435.In theory, the AML Law applies to all designatedndmancial businesses and
professions covered by FATF recommendation 12 amidlea 2a of the revised
Community directive. Institutions carrying out fir@al transactions are defined in
section 3 of the AML Law and paragraphs b and t dissignated non-financial
businesses and professions (casinos, leisure ailaggaming facilities, institutions
that organise and display lotteries or games ofncba institutions registering
ownership rights, bodies extending legal, notaraicounting and financial-banking
assistance, fiduciary companies, other organissatoml institutions involved in receipt,
transfer, alienation, conveyance, transfer, exchawng safekeeping of financial
resources or assets, and any other natural andl pegsons concluding transactions
outside the financial-banking system).

436. As noted earlier in the report, Moldova operatestgh-all approach, as shown by the
wording of the last item: “any other natural personlegal entity who, by his/her/its
actions, concludes transactions outside the fimhnand banking system”. This
includes, for example, pawnbrokers.

437. These bodies are subject to the same obligatiorfsnascial institutions, since the
AML Law makes no distinction between them and thefinition of institutions
carrying out financial transactions also includasks and insurance companies.

438. In principle, therefore, all the bodies referredatnove have to meet the obligations
connected with reporting, identification, increasetiigence, conservation of
documents, internal programmes and procedures, irgppEnt of anti-laundering
officials and so on. Naturally, this also appliesthe duty of confidentiality (non-
disclosure of reporting) and the civil protectiorm#able if reporting results in damage.

439. As already noted, in practice it is generally ackisaiged that the AML Law is not
immediately and automatically applicable in MoldoVais is ade factostate of affairs,
since it is not laid down in legislation, excepspibly the reference in section 7 of the
AML Law to the CCCEC's responsibility for implemerg the act. This means that
certain steps must be taken to implement the ksl in each sector or profession. In
particular, in each case the CCCEC has to prodoeeiad forms for reporting relevant
transactions, which must be accompanied an offiegtuction or letter notifying those
concerned that they are now formally bound by ttte a

440. The examiners were told that this allowed the CCQRGrioritise its AML/CFT
efforts according to how well developed the seetas and the problems and risks
involved. It was not possible to decide from theplarations received on the spot
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whether thisad hocsystem of enforceability applied only to transawctreporting or to
the whole of the AML Law, and thus as far as th@sti®n is concerned to the duty of
client due diligence and record-keeping.

441. In practice, various representatives of these sec&derred to their duty of diligence,
reporting and so on in connection with the reledants and regulations, such as those
governing pawn broking activities, casinos, gaméscloance and lotteries. For
example, casinos identify clients at the entran@enfan identity card and each
entrance and exit is recorded. The purchase ofsclipnot specifically recorded,
according to the casino manager whom the teamgsimeg the clients are known. Only
wins over MDL 3000 (€ 200) are recorded. The sysitemlace is therefore somewhat
out of line with FATF recommendation 12, and witlke second Community directive.

442. Auditors do not consider themselves obliged to refransactions or identify clients,
even though it appears that auditors perform maltiples, including consulting, real
estate valuations and maintaining accounts.

443. The duties of vigilance and record keeping, andHat matter all other obligations, do
not really apply to lawyers in Moldova since theofpssion is currently entitled to
claim total professional confidentiality, whatewbe context, even if they are acting as
business lawyers or consultant lawyers, and evecases of suspected laundering.
There has not yet been any dialogue between thieortigs and lawyers about
AML/CFT.

444. For the time being, only notaries are officiallweeced by the legislation, but their duty
to retain records derives automatically from thegponsibilities.

445.No additional information or meaningful statistiagere provided during follow-up
mission by Moldova regarding preventive measurgdane for DNFBPs.

4.1.2 Recommendations and comments

446. There is an urgent need, as part of a generalioavidf the AML Law, to list more
precisely the non-financial activities and professi (abolishing the catch-all form
which applies to all operators effecting transawioutside the financial system) and to
take the requisite measures to bring them withim [&w.

447.Moldova should implement recommendations 5, 6 andul and make these
measures applicable to DNFBPs. All changes regarttie CDD and record keeping
requirements as mentioned earlier for financiatiiations should be put in place for
DNFBPs. Moldova should also adopt specific measumserning non face to face
business transactions and a general requirementew with the misuse of
technological developments.

448. Urgent consultations are needed with the professfolawyer in order to determine
their obligations under the AML Law.
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449. 1t is also very important to work with the diffetesectors to raise awareness of the
relevant AML/CFT requirements and develop guidamelevant to the individual
sectors.

4.1.3 Compliance with Recommendation 12

Conformity Summary of reasons (relating specifically to sectio4.1) for the
assessment conformity assessment

R.12 NC * No DNFBPs’ specific obligations on CDD and record
keeping in the AML law;

* No evidence of effectiveness of DNFPBs’ compliamgth
general obligations on CDD and record-keeping.

4.2 Monitoring of transactions and business relationsips (R12 & 16)

(in accordance with R.11 and 21)

4.2.1 Description and analysis

450. As previously noted, the AML Law does not establastpeneral "know your customer"
obligation, with all that entails in terms of vigiice and so on.

451. Nor, as seen in the last section, are designatedinancial businesses and professions
other than notaries bound by it in practice. Casim@ave their own policy on
monitoring clients, which mainly reflects the ndedcommercial vigilance.

4.2.2 Recommendations and comments

452. As mentioned earlier, the requirements under th&da@n legislation do not comply
fully with the requirements set out in R. 11 and r2barding the monitoring of
transactions and the vigilance regarding businekgionships and transactions with
persons from countries which do not or insufficientapply the FATF
recommendations nor to business relationships aviBEP. The Moldovan authorities
thus should ensure that requirements under R. d12ampply to DNFBPs subject to
the qualifications in R. 16.

4.2.3 Compliance with Recommendations 12 and 16

Conformity Summary of reasons (relating specifically to sectio4.2) for the
assessment conformity assessment

R.12 NC * No DNFBPs’ specific obligations on monitoring transons
and business relationships in the AML law;

 No evidence of effectiveness of DNFPBs’ compliangigh
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general obligations on monitoring transactions dndiness
relationships in the AML law.

R.16 NC * No DNFBPs’ specific obligations on special attentend other
actions related to business relationship with pgssdrom
countries with insufficient level of implementatiaf the FATF
recommendations;

* No evidence of effectiveness of DNFPBs’ compliangigh
general obligations on on special attention ancerotictions
related to business relationship with persons feommtries with
insufficient level of implementation of the FATF
recommendations.

4.3 Suspicious transaction reporting (R.16)

(in accordance with R. 13 and 14)

4.3.1 Description and analysis

453. At the time of the visit the only form for desigadtnon-financial businesses and
professions was for notaries. Forms were currebéing drawn up for casinos and
pawnbroker¥,

454 1t is not surprising therefore that for the momenly notaries report transactions (see
table in 3.7.1). However, the CCCEC representatsas that establishments not
formally covered by the reporting obligation hadnstimes contacted the CCCEC to
seek advice (for example, a lottery agent in cotioecwith a win). The casino
representative whom the team met said that shenbadr come across a suspicious
transaction and that failure to report such a fatien was a moral rather than a legal
obligation.

455, So far, no professional body has formed an interatedody to report transactions.

4.3.2 Recommendations and comments

456. Moldova should ensure that the reporting form iailable rapidly for all designated
non-financial businesses and professions subjetttetdAML Law (at the same time as
clarifying the precise list thereof). It should @lsake any additional measures, as
relevant, to ensure that all DNFBPs comply withirttreporting obligations. More
outreach and guidance should be developed for [dFEPs to explain the reporting
obligation.

8 The Moldovan authorities advised that forms wigmally adopted with an Instruction of 15.12.2008rf the
way of filling in and submitting the special formakthe financial transactions”.
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4.3.3 Compliance with Recommendation 16

Conformity Summary of reasons (relating specifically to sectio4.3) for the
assessment conformity assessment
R.16 NC * No DNFBPs’ specific obligations on STR reportingtie AML

law;

No evidence of effectiveness of DNFPBs’ compliangigh
general obligations on STR reporting in the AML law

4.4 Internal controls, compliance & audit (R.16)

(in accordance with R15)

4.4.1 Description and analysis

457. Nothing seems to have been done in this area, ttherby notaries (a profession to
which in any case it is difficult to apply recomnation 15). The chamber of notaries
does not appear to have taken any special measudes the AML Law.

4.4.2 Recommendations and comments

458. Same comments as under 4.1 and 4.2 apply. Therdighshould make sure that all
DNFBPs are required to set up internal procedyr@gsies and controls to prevent ML
and FT. The DNFBPs should also be required to elthge a program for employee
training or have some other access to (compulswaying either provided by the
orders and associations or by the authorities.

4.4.3 Compliance with Recommendation 16

Conformity Summary of reasons (relating specifically to sectio4.4) for the
assessment conformity assessment
R.16 NC * No DNFBPs' specific obligations on internal congg

compliance, maintaining on-going employee training

programme and an audit function in the AML law;

No evidence of effectiveness of DNFPBs’ compliangith
general obligations on internal controls, complgnoaintaining
on-going employee training programme and an awdittfon in
the AML law;
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4.5 Regulation, supervision and monitoring (R.17, 24,%)

45.1 Description and analysis

459. The gaming sector (casinos, establishments offegamges of chance and lotteries) is
governed by the Gaming Act. It is supervised byghming department of the finance
ministry and licences are issued by the Licensihgu@ber. The gaming department
does not consider itself responsible for AML/CFTpervision and the Licensing
Chamber is apparently unaware of the number ofabdpes. As noted in 4.1.1, in
practice the sector applies its own regulation® @hly breaches of the law referred to
on the day of the visit concerned the payment afsexduties and no penalties have
ever been imposed. The national lottery represeatatid that much stricter controls
should be imposed since unreliable operators had bdowed to enter the market.
These functioned manually, unlike the nationalelgtt which used a sophisticated
computerised system.

460. The financial police, like the tax inspectorategraed to have reinforced their checks
on casinos, with annual visits replacing unannodrarges, because of the size of their
tax bill. However, the gaming department had ndredised information on the sector's
turnover, which was only held by the finance miyistregional offices.

461. The profession of lawyer was regulated by 2002slagon, which had abolished the
specific profession of legal adviser, for which artular licence was required, and
established a licensing commission in the MinistfyJustice. The profession was
governed by a bar system, which included a comenitte ethics and discipline. The
2002 act made it incompatible in principle for lany to undertake paid employment
outside their legal duties. However, according e second round report, lawyers
could be directors of commercial companies, whadnsed to be a conflict of interest.

462. There do not appear to be any strict regulationgigong the auditing profession. As
noted in 4.1, auditors offer a range of servicas|uiding financial audit, consulting,
real estate valuations and maintaining accounts.eMaluation team heard a number of
criticisms of auditors' lack of qualifications apbfessionalism.

463. The notarial profession is governed by Act 1453.ciwhcame into force on 23
February 2003. Under this act, notaries are resplengor their actions. They are
supervised by the Ministry of Justice, which campa®e penalties for breaches of the
law. They have their own professional body — thancber of notaries — which had a
code of ethics until it was withdrawn in 1998.

464.The Licensing Chamber representative mentioned ithéacked the resources to
monitor the origin of funds invested in activitigsensed, for example pawnbroking.

465. All in all, self-regulatory and professional bodi#s not appear to play an active part
in the AML/CFT regulation of their respective pre$eons. Nor are there any additional
measures, such as guidelines, to assist the desigm@n-financial businesses and
professions, other than those in the AML Law. Niehave, however, received the
CCCEC practical guide.
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466. The issue of absence of clear sanctions was alrdsgyssed under Section 3.10.1
(see also the footnote under this Section).

4 5.2 Recommendations and comments

467.Once the various designated non-financial busirsessd professions have been listed
by name in the AML Law, it will again be necessaoyclarify the powers of the
supervisory bodies (in particular the different aieéments of the Ministry of Finance
which are involved in controlling gaming, pawnbnogj and dealers in precious stones
and metals) in order to ensure that all DNFBPs adequately supervised for
AML/CFT purposes.

468.In the case of the legal and accounting professitrer professional associations
should be given an active role to play.

469. Also, Moldova should provide more specific, timeind systematic feedback to
reporting entities and should develop further ff®re to raise AML/CFT awareness
within the DNFBPs, especially through sectoral prattical guidelines.

4.5.3 Compliance with recommendations 17 (DNFPBSs), 24 2f(triterion 25.1)

Conformity Summary of reasons (relating specifically to sectio4.5) for the

assessment conformity assessment
R.17 NC * There are no penalties for failure to comply witk AML Law
R.24 NC » Casinos appear to be closely supervised by the skiyniof

Finance and the finance police but there is norobmn the
implementation of the AML Law proper

R.25 NC » There are no specific guidelines for designated-fimancial
businesses and professions, which must refer tAke Law

4.6 Other non-financial businesses and professions - Mern and secure technigues of
money management (R. 20)

4.6.1 Description and analysis

470. As noted early, the AML Law adopts a very broadirdgébn of those covered to
include "any other natural person or legal entityowby his/her/its actions, concludes
transactions outside the financial and bankingesgst This includes dealers in high
value products and pawnbrokers. Theoretically, shwent advisers are also covered
(bodies extending accounting and financial-bankisgjstance).

471. The examiners were only able to collect a verytiaiia amount of information on
dealers in high value products, mainly in connectigth the trade in precious metals.

129



472. Before granting a licence to pawnbrokers, the Lsaggn Chamber demands proof that
those concerned have no criminal record. The examsirwere told that the
pawnbroking sector (15 licensed firms with 50 to é&fablishments) was apparently
often run by persons who had worked illegally abrdabjects pawned were generally
of low value (MDL 1000 to 2000), and only occasitbnavorth a lot more (such as
MDL 10 000). In theory, there was nothing to prelvédre undervaluation of objects
deposited and then their overvaluation on redemptithere are no limits on the
number of items pawned, though such a legal linais wnder consideration at the time
of the visit.

473.The AML Law's lack of detail about the scope of thgislation, in terms of who is
covered and their obligations, has been discussprkvious sections.

474. Individuals are not currently subject to any limait cash transactions. The only limit
concerns legal persons, who cannot make cash paynmeaxcess of MDL 15 000 (€
1 000) per month, in accordance with the Januar92l1Regislation on business
activities.

475. Growing use is being made of secure payment methodsmore transactions are

being registered. The largest Moldova notes anghAMDL 1000 (less than € 70). The
number of bank accounts and payment cards is rising

4.6.2 Recommendations and comments

476. Efforts are being made to develop modern paymerhads and restrict the use of
cash.

477. Nevertheless, cash is still used very widely foyrpants and this remains the most
important issue.

478. The limit on cash payments imposed on legal estitea positive initiative which
Moldova ought to extend to payments by individudsaring in mind the problems
specific to the country (corruption, cash-basedneany, cash of sometimes suspect
origin brought into Moldova, etc.).

4.6.3 Compliance with Recommendation 20

Conformity Summary of reasons for the conformity assessment
assessment
R.20 PC » Ineffectiveness of the preventive machinery fotuatly all non-

designated non-financial businesses and professions
* Reduction of cash payments for individuals deseabl
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5 LEGAL PERSONS AND ARRANGEMENTS AND NON-PROFIT
ORGANISATIONS

5.1 Legal Persons — Access to beneficial ownership arabntrol information (R.33)

5.1.1 Description and analysis

479. The establishment of the information technologyattepent in 2001 made it much
easier to identify and register individuals andalegersons, particularly with the
introduction of efficient computerised central tgrs of the population and of legal
persons (120 000 firms, non-profit making orgamiset and so on), which are
registered by the registration chamber. The infoionatechnology department also
produces modern identity documents that are difficto forge. Some 500
administrative departments and agencies (includimg relevant supervisory and
monitoring bodies and the CCCEC) have round-thekchrcess to information on the
ownership and control of legal persons. Finanaistiiutions must pay for access to the
database. At the time of the visit, work had ndtlygen completed on merging all the
administrative databases on legal persons. Theatemgister will eventually offer
access via a single code to all the informatiotegal persons and the individuals who
control them.

480. The Licensing Chamber, set up in 2002, also hatadralised information on a certain
number of professions and commercial activities §#¢he time of the visit), some of
which are concerned by AML/CFT issues. These ireladditors, savings and loans
associations, pawnbrokers, the trade in preciargestand metals, operators of casinos
and games of chance and certain real estate paiess

481. In the case of the two systems mentioned above planned to introduce procedures
for examining applications for registration usingultidisciplinary committees. In
principle, the names of the founders, any changethe identity of partners and
directors, and the names of persons authorise@pmesent the owners or the legal
person itself must be registered.

482. According to article 2 of the Law on the Securitigarket (no. 199-XIV of 18
November 1998), bearer securities asecurities that do not specify the name (title) of
the ownef’. Furthermore, the same article provides thHdb “‘bearer securities registry
shall be maintained; and transfer of rights in 8exurities and exercise of the rights do
not require the identification of their ownerThe team was advised that as the Law on
Joint Stock Companies authorises such companiésste only registered securities
(see article 11), securities in bearer form areisgated by them. However, no statistical
data was provided regarding the number and amolputstanding issues of such
securities in circulation, apart from comments friira authorities that these indicators
must be at a low level.
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483. There is no statutory provision for checking on éhigin of funds. This seems to be a
major gap in the procedures applicable to bothstesgion and the licensing chambers
that could reduce their effectiveness. The Licem&mamber representatives said that
they had no authority to carry out such checks t#wde of the registration chamber
said that these were really matters for the police.

5.1.2 Recommendations and comments

484. The steps taken in recent years to make informatiolegal persons more transparent
are very welcome. Unfortunately, the arrangemergtabdished pay insufficient
attention to the origin of funds. Nor is there augit requirement, except in the case of
a few companies such as banks, to offset this@hmihg in certain cases.

485. Moldova should therefore introduce controls ondhigin of funds as a preliminary to
registering legal persons and issuing licence®topanies presenting AML/CFT risks
(insurance, gaming etc.).

486. Moldova should also consider a more general refaimed at developing machinery
for financial audit and approval of company acceunt professional auditors.

5.1.3 Compliance with Recommendation 33

Conformity Summary of reasons for the conformity assessment
assessment
R.33 PC Lack of general controls on origin of funds andyre generally, of
auditing policy

5.2 Legal Arrangements — Access to information on bengial ownership and control
(R.34)

5.2.1 Description and analysis

487. The National Bank representatives did not exclindepossibility of the representative
of one legal person acting on behalf of another bmsuch cases, all those involved in
the chain must be identified and appropriate infttion gathered.

488.The issue of ‘trusts’ or fiduciary arrangementsMwoldova was discussed during
follow-up visit. Such arrangements are sometime®dciin the replies to the
questionnaire and in the English translation of AL law. The NSC representatives
explained that trust companies were establishel®8% during the mass privatisation
programme to manage the so-called ‘privatizationdsqg issued to the citizens, and to
exchange these securities for shares of enterpii$es examiners have been advised
that no other types of trusts or other legal areamgnts similar to trusts exist in
Moldova.
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489. The term ‘fiduciary company’ is related to a deiiom of ‘investment management’,
provided by the Law on the Securities Market (#ti@), according to which:
‘Investmentmanagement is the exercise by a legal entity atfady management over
transferred to it under a corresponding agreemeinthe following: a) securities; b)
cash designated for investment in securities; andecurities and cash generated in
the process of fiduciary management of securitiémally, examiners were advised
that there are no trusts or fiduciary companiesaged by intermediaries from other
professions.

490. Thus both trust companies and fiduciary companreslegal entities, registered as
such according to the legislation of Moldova, amd Baot legal arrangements in the
sense of Recommendation 34. The evaluation teasmuataable to gain information on
whether foreign trusts operated in Moldova andaswexplained to the examiners that
should it be the case, they would be consideredrdimary customers to which all
CDD measures which apply to Moldovan entities wdagdapplied.

5.2.2 Recommendations and comments

491.1t may be useful for Moldovan authorities to exaeithe issue of trusts and legal
arrangements in the light of R. 34 and considebaating, if necessary, any relevant
guidance to the financial institutions and/or irgegive authorities.

5.2.3 Compliance with Recommendation 34

Conformity Summary of reasons for the conformity assessment
assessment

R.34 NA

5.3 Non-profit organisations (SR.VIII)

5.3.1 Description and analysis

492. At the time of follow-up visit, examiners were infioed that 3740 public associations,
including 250 foundations, were registered in Me@as non-profit organisations.

493. According to the information provided, it appeatsatt no comprehensive formal
review of the laws and regulations that relate Qs that could be abused for the
financing of terrorism has been undertaken by Madgsioauthorities, nor any analysis
of the TF threats posed by this sector.

494. Some measures exist and are relevant in this confeocording to article 24,
paragraph 2 of the Law no. 539-XV of 12 October220@ Terrorism Prevention, if a
court has recognized an international organisatidrich has been registered abroad, as
a terrorist one, its activity will be forbidden dhe territory of theRepublic of
Moldova, its office, filial will be closed and ifgoperty will be seized for the benefit of
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state. The Law no. 54-XV of 21 February 2003 on locatimg extremist activity
includes the financing of terrorism by public ofigmus associations under the
definition of extremist activity and provides fdret responsibility of these associations,
for the procedures and the sanctions to be appliestich cases. The adoption of this
law can be viewed as a beginning of the outreadhéd\NPO sector which should be
further continued.

495. Furthermore, according to article 4 paragraph lthefLaw no. 837-XIIl of 17 May
1996 on Public Associations, it is not allowed &iablish or conduct activity of a
public association which has the purpose or whittoses to act to change through the
use of violence the constitutional regime, by diting the territorial integrity of the
Republic of Moldova, by promoting the war, the weiote and the cruelty, by
instigation of social, racial, national or religohate. Paragraph 2 and 3 of the same
article provide that it is prohibited to establiparamilitary public associations and
armed formations, as well as public associationghvhare attempting at the citizens’
legal rights and interests, at human’s health arai@ morality. Non compliance with
the above-mentioned provisions can lead to thedajion of the public association by
court decision.

496. However, the problem of preventing abuse of the BIPB§ terrorist organisations is
not adequately addressed. The review which has ine@ertaken concentrated mostly
on prosecuting extremist activities, including timancing of terrorism.

497. The Ministry of Justice of Moldova is currently @harge of registering the public and
philanthropic associations. The evaluators were advised of any measures
undertaken by the Ministry of Justice or any otl@mpetent authority, at the
registration stage or further on to ensure thatkndterrorist organisations would not
be allowed to establish a legitimate NPO or to beza part of it at a later stage.
Religious associations are registered by the SenficCults under the Government.

498. The Ministry of Justice exercises the control ovee compliance of the public
association’s activities with the purpose and th@vigion in its statute, and publishes
relevant reports. The financial and fiscal authesitexercise the control over the
sources of income, the expenditure, the paymetdxas and other financial activities
and the prosecutor’s offices supervise the compdéiast the public association activity
with the provisions of the Constitution and of tegislation in force.

499. No information was provided with regard to effeetisupervision or monitoring of the
NPOs with specific attention to the amount of fio@h resources under control of this
sector and the share of the sector’s internatiaci@ities.

500. No measures were found in place to ensure thatsfumdother assets collected by
NPOs are not diverted to support terrorist acteitiAt the same time, the Moldovan
authorities informed that the CCCEC has the authouinder the law on the CCCEC,
to perform specialised audits for public assocrai@nd philanthropic foundations
aimed at detecting misuse of collected funds utitr control and a number of such
audits are being performed on a continuous basis.
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501. Regarding the specific investigative and informatgathering approaches, as well as
special procedures to respond to international @stgurelated to NPOs, no measures
were in place.

5.3.2 Recommendations and comments

502. Moldova should implement the requirements coveredriteria VIII.1 and VIII.3.

5.3.3 Compliance with Special Recommendation VIl

Conformity Summary of reasons for the conformity assessment
assessment
SR. PC * No review of laws and regulations was undertaken tiogy
VIl authorities to establish their adequacy regardireygntion of

misuse of NPO of financing of terrorism

* No measures are in place to ensure that fundshafr atssets,
collected by or transferred through non-profit erigations are
not diverted to support the activities of terragigir terrorist
organisations
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6 NATIONAL AND INTERNATIONAL CO-OPERATION
6.1 National co-operation and coordination (R.31)

6.1.1 Description and analysis

503. Various practical steps are taken to facilitateoperation between the FIU, the
investigating and prosecuting authorities and ott@mpetent bodies. Firstly, as a
specialist section of the CCCEC, the FIU naturalbyoperates with the latter, whose
criminal investigation department carries out laently inquiries. The FIU also uses
the services of other CCCEC sections, such asnhlysis and forecasting department.
The prosecutor's department has a section spéwggiis financial investigations which
acts as the link in laundering cases. The Inforomatind security service (SIS) has
regular contacts with the finance ministry. Sinee CCCEC's foundation, it has never
used joint investigation groups with the policejraticated at the final round table.

504. However, certairad hocsteps have been taken such as the bilateral agntdratween
the CCCEC and the SIS to look at terrorist finagassues and examine cases of this
type referred by the CCCEC and its PIUThe SIS also has an analysis and forecasting
section producing information on, for example, ¢nah patterns and trends in the
region, the number of screen companies and the stahx evasion. A joint CCCEC-
SIS working group is planned to complement thevdis of another recently created
group. It is made up of six staff of the CCCEC, twom the Ministry of Internal
Affairs and two from the prosecutor's departmenhe Tlast named group will
implement a joint action plan approved two to thyears ago on real-time exchange of
information, exchanges of experience, joint workigpups to deal with particular
cases, co-operation in analysing money laundergigds and so on. The action plan
also lays down the division of labour, with casesnfy referred by the FIU to the
criminal investigation department, which then workeder the supervision of a
seconded member of the prosecutor's department.

505. Finally, dialogue has also been established betweemuthorities (FIU, CCCEC and
SIS) and the financial sector, via a working grampmoney laundering in the National
Bank. This permits regular contacts and what isi&red to be close co-operation.

506. Co-operation between investigating authorities seem be generally satisfactory.
However, it is difficult to assess the impact ofardination and information exchange
arrangements. The examiners often had the impresisai those involved in fighting
money laundering and economic crime more genersdinetimes spoke different
languages, did not always have a co-ordinated wiethe problems and priorities and
were frequently incapable of presenting a cohepeture of the division of labour and
responsibilities, or of distinguishing clearly be®wn theory and practice. Few of the
official representatives whom the team met were abldescribe the situation clearly

59n 2005, similar agreements were reached betweeCtBCEC, the National Bank, the Ministry of Intdrna
Affairs and the National Securities Commission.
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507

6.1.2

and precisely. Obviously, the need to rely on ti@ien and interpretation might have
created ambiguities.

.Much remains to be done to bring dialogue with prvate sector and the other

supervising agencies up to the level of co-opemndbetween the National Bank and the
banking sector, as already noted in other partseofeport. Apart from the actual scope
of the AML Law, which is a structural issue, theamee still certain fundamental
questions to be resolved concerning various detggnaon-financial businesses and
professions, with whom dialogue is inadequate or&xistent (See section 4).

Recommendations and comments

508. Greater use should be made of co-ordination maghite clarify problems and

potential policies in the AML/CFT field.

509. This would be an opportunity to obtain a more mecpicture of AML/CFT

510.

responsibilities and of which sectors were beingdutor laundering, to ensure that
these sectors were properly supervised, to condiuerresources needed by the
supervisory departments and agencies and to assenapé statistics.

Beside the importance of a dialogue with the pavabn-banking sector (sseprg,
the interaction with all supervisory authorities @ssential as a tool for effective
compliance by and guidance for the relevant secidrs authorities appear to rely too
heavily on co-operation with the banks and the &t Bank, whereas many
initiatives have been taken at that level and nanecertain other areas where
shortcomings, or even problems, seem to exist (amae, lotteries, the legal profession
etc.) and the list of subject entities is very loBgperience in other countries shows
that while the banking sector is critical, once kmmachieve a certain measure of
success in applying AML/CFT measures and centrak®atart to play their full part,
criminals and those who finance terrorism tend twentheir assets to other sectors.

6.1.3 Compliance with Recommendation 31
Conformity Summary of reasons for the conformity assessment
assessment
R.31 LC Insufficient interaction with all supervisory autft@s, impacting or
efficiency.
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6.2 Special UN conventions and resolutions (R. 35 & R$.

6.2.1 Description and analysis

511. Moldova signed the Palermo Convention (and its pmaiocols) on 14 December 2000
and ratified them after the visit It ratified the Vienna Convention on 15 December
1995, without reservations. The 1999 InternatidDahvention for the Suppression of
the Financing of Terrorism was ratified on 18 JW@02, with two limiting
declaration¥".

512. The Convention on Laundering, Search, Seizure aodfi€tation of the Proceeds
from Crime was ratified on 30 May 2002, when Moldolodged the following
declaration concerning the Transnistria region:€"Republic of Moldova declares that
the Convention will not be applied on the territe@ffectively controlled by the organs
of the self-proclaimed Moldovan Dniestrian Repuhliil the final settlement of the
conflict in this region.”

513. The replies to the questionnaire contained no médion on the implementation of
UN resolutions and instruments.

514. Without going into detail on the transposition lo¢ tVienna Convention, it is clear that
some of the general issues raised in this repsd apply here and in some cases
represent gaps in the Convention's implementatiimese include the evidence
required for the offence of laundering (the needaf@rior conviction for the predicate
offence), the rules governing seizure and confisnatand the use of special
investigation methods, including controlled deliesras provided for in Article 11 of
the Vienna Convention, which even at best, areatiotved at the judicial investigation
stage. Nevertheless, Moldova treats the fight agalrug trafficking as a priority and
has taken various of steps to deal with the problem

515. The definition of the offence of terrorist finanginn the Moldovan Criminal Code
(articles 278-279, considered in 2.2 of this repatiects the one in the Convention on
the financing of terrorism, which only concerngadeist acts (Article 2).

516. Moldova submitted a report to the Security CouirtiDecember 2001 concerning the
latter's Resolution 1373 (2001). The measuresredeio are also cited in this report.
The authorities advised that they have also citedlahe Security Council lists of
organisations and individuals drawn up under Regwia 1333 and 1390. The efforts
seem to have concentrated exclusively on bank$ioAgh no freezing, seizure or
confiscation of assets has so far been appliedgpisious persons or organisations in

80 The three instruments were ratified on 16 Septerdb@5, without reservations.

61«1, Pursuant to article 2, paragraph 2 (a) ofltiternational Convention for the Suppression of Fireancing
of Terrorism, the Republic of Moldova declares tivatthe application of the Convention the treatihe
Republic of Moldova is not a party to shall be deemot to be included in the Annex of the Convemtio
2. Pursuant to article 24, paragraph 2 of the hatonal Convention for the Suppression of the kaag of
Terrorism, the Republic of Moldova declares thatdés not consider itself bound by the provisidnarticle 24,
paragraph 1 of the Convention.”
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Moldova, inquiries have been launched in a few €@secerning offences other than
terrorist financing.

517. Finally, Moldova has ratified various other CouraflEurope instruments, such as the
1957 Convention on Extradition, the 1959 Conventmm Mutual Assistance in
Criminal Matters (and its two protocols) and th& ZLonvention on the Suppression
of Terrorism.

6.2.2 Recommendations and comments

518. Given the circumstances of the evaluation, it wa$ possible to discuss all the
provisions of all the UN conventions in detail.

519. All the same, Moldova should be given credit fotifjidng not only the UN
conventions but also a considerable number of dboh&urope ones. These treaties
provide a basis for co-operation with other parteethem. As regards the transposition
and scope of UN instruments, some of the problemstioned earlier in the report may
cause difficulties (eg. the use of special invedian techniques in judicial proceedings
for purposes of co-operation with other countrigd).in all, there are some formal
deficiencies that need attention (ss@pra legal issues), but the main issue to be
addressed is how to implement the Conventionalireauents in an efficient way.

6.2.3 Compliance with Recommendation 35 and Special Revamdation VII

Conformity Summary of reasons for the conformity assessment
assessment
R.35 PC » Insufficiencies in effective implementation of tBenventions
SR.I PC » Deficient implementation of UN res. 1267 and 1373.
« Efforts to identify terrorist assets in Moldova kafocussed
almost exclusively on banks

6.3 Mutual legal assistance (R. 32, 36-38, RS. V)

6.3.1 Description and analysis

520. The 2003 Code of Criminal Procedure has a comgled@ter — IX — on international
judicial assistance. Under article 536.3, requisstsuch assistance are sent to foreign
authorities by the state prosecutor at the requietiie prosecuting authorities and by
the Minister of Justice when requested by a cdrtording to statistics supplied by
the public prosecutor's office to the first evaioatteam, in 2004 Moldova submitted
five requests for assistance in money launderirggesato the authorities of Russia,
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Norway, Switzerland, Portugal and LafAiaSubsequently, additional statistics were
provided that lack sufficient detail however:

Statistic on rogatory commissions
2004

A) Sent requests

In 2004,the criminal prosecution authorities submitteddrefgn authorities 267 requests |of
mutual legal assistance.

43 requests related to smuggling;
36 — trafficking in human beings;
14 —fiscal evasion;

5 — money laundering

B) Received requests

In 2004 there were received 697 requests of rogaimmmission. 10 requests were refused,
based on the following reasons:

- the request did not meet the necessary criteria;
- the person whose extradition was requested wac<itlzen of the Republic o
Moldova;

=

About 60% of cases were executed during 1 — 2 nsonth
30% of cases — 3 — 4 months;
10% of cases — 4 — 9 months.

In 2005
A) Sent requests

In 2005there were sent 322 requests of rogatory commission
2 requests were related to money laundering (1swbgitted to Russian Federation and 1 to
Latvia).

There were executed about 65% of the requests.
Romania, Ukraine, Russian Federation and other col$tries had executed the requests
during 2-5 months.

European countries — 4-7 months.
USA - 1,5- 2 years.

B) Received requests

In 2005 : 500 requests of rogatory commission xexki

521. Articles 531 ff of the Code of Criminal Procedum®yide for substantial international
co-operation, subject only to the normal conditiohseciprocity and dual criminality.
Even where the latter condition is not met, ittiB possible to supply information that
is readily available, particularly in the contextpolice co-operation and at CCCEC

62 Statistics on incoming requests for 2006 (untiptBmber) were subsequently provided (3.928 casastat).
These figures however do not differentiate betweiei and criminal legal assistance matters, nortlagy
specify to what offences they relate to.
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level. At all events, money laundering, terroristahcing and many other serious
offences are covered by the Criminal Code.

522. Moldova has also made great efforts to subscrilm®twentions that form the basis for
co-operation, such as the 1990 Strasbourg Converitie 1959 Convention on Mutual
Assistance and the Palermo Convention.

523. Under Atrticle 532 of the Code of Criminal Procedureguests for judicial assistance
pass through the Ministry of Justice or the pulgiosecutor's department. If the
applicant country so requests or the reciprocitygyple is concerned, diplomatic
channels are used. Applications for seizure anceroftrocedural formalities are
authorized by the investigating judge at the retjeéshe prosecutor. Execution of
foreign court orders or judgments pertaining tofismation is possible according to
articles 533.7 and 559 CP€éxgequatumprocedure). There are no indications of specific
problems with executing requests, which normalketaabout 1 to 3 months.

524. The legal grounds for refusal listed in article S3BC are founded and universally
accepted. No specific problems or undue obsta@ee been reported in that respect.
Moreover Moldova does not refuse to grant assistanccases involving taxation
matters or if the legal definition of the offence not completely the same in both
countries. What matters is the substance of thial behavior should be punishable
in both countries.

525. In the case of international co-operation, Moldaughorises assistance under the same
conditions as for domestic prosecutions and pranged which means that mutual
assistance is possible in such traditional areasigly of documents, searches and the
guestioning of persons. In cases of launderingoptist financing, such assistance is
generally fairly broad ranging.

526. In theory at least, there are still the domestiakmesses already observed, such as the
controversy on the use of special investigation ho#$ in mutual assistance
procedures, and the partial absence of corporatginad liability. Lawyers' right to
absolute professional confidentiality could alsoabproblem, for example in the event
of a request for an interview with or informationrh a member of the profession.

527. Finally, Moldova does not have a special fund imoich confiscated assets can be
paid (they go into the general state treasury dféeng auctioned off) or provisions
governing the distribution of assets. Even thougblddva does not recognise the
common law principle of civil confiscation (or tiséaring or reversal of the burden of
proof in criminal cases), the examiners were thét,tin principle, there was nothing to
prevent Moldova from executing a foreign judici@cgsion in this area. Nothing was
said about examples of co-ordination with regarsei@ure or confiscation.

6.3.2 Recommendations and comments

528. Although there are no incidents recorded that gaveoncrete indication of the
existence of legal obstacles jeopardizing an affechutual legal assistance provision,
the identified domestic legal shortcomings shouéd remedied — in particular with
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regard to the ML and TF offences and special ingasbn techniques including
controlled delivery (sesuprg — to ensure that full assistance can be given.

6.3.3 Compliance with recommendations 32, 36 to 38, @edial recommendation V

Conformit Summary of reasons (relating specifically to sectin6.3) for the
y conformity assessment
assessmer|
t
R.32 LC Statistics insufficiently detailed (nature of reqyegranted or
refused, time required to respond)
R.36 LC Co-operation could potentially be inhibited by Ik
uncertainties (self-laundering, corporate crimirability)
R.37 C
R.38 LC no information on coordination arrangements forzses and
confiscation.
SR.V LC Co-operation risks to be hampered by the legaldgadcies a

to the offence of terrorist financing and corperatriminal
liability

U7

6.4 Extradition (R. 32, 37 & 39, RS. V)

6.4.1 Description and analysis

529.As noted in 6.2.1, Moldova has ratified the Counail Europe Convention on
Extradition and its two protocols.

530. The extradition procedure is dealt with in artickekl to 550 of the Code of Criminal
Procedure. Extradition is granted in accordanceh whilateral and multilateral
international treaties to which Moldova is partyicluding the Convention on
Extradition and its two protocols, or on the baseisreciprocity where such an
agreement does not exist. Moldova refuses to greiméadition for offences committed
on its territory. The other reasons for refusingradition are the classic ones including
the circumstance that the individual has alreadgnberosecuted (and has been
convicted, acquitted or discharged), the time lifait the offence has been exceeded,
and the offence is a political or the person beésdéfom political asylum.

531. Moldova does not extradite its own citizens (aeti®46 CPC). The examiners were
told that such persons would be prosecuted in M@lddhe principle is based on art.
533.5 CPC and art. 6 of the European Conventioexbradition, with the Prosecutor
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General as the authority to decide on taking oter firosecutioti and coordinating
with the requesting foreign authority. Transfercoiminal assets, proceeds and other
evidential material is provided for in article 56@C.

532. According to the legislation, to justify the grargiof or a request for the extradition of
foreign nationals, the offences for which they &eng prosecuted must carry a
maximum sentence of at least one year's imprisohnt&morter periods apply to
persons who are already convicted. This means ftraign nationals involved in
money laundering, terrorism or terrorist financoages can be extradited.

533. There are no reports of unreasonable delays iprbeedure. The procedure is bound
to strict deadlines when involving the arrest o txtraditable person (article 547
CPC). Article 545 lays down a simplified extraditiprocedure with the consent of the
individual concerned, if the consent has been agid by a court.

534. It is difficult for the examiners to assess howradition works in practice. According
to the questionnaire, there has never been andéidrato or from Moldov&', which is
likely in the AML/CFT context, since money laundegiand terrorist financing have
only recently become offences. However, one ofpirsons whom the evaluation team
met said that there had been four cases in the Ipatsthere was no more information
available on the types of case or how the arrang&srtead worked in practice (time
scales, problems, and son on). The following stia were subsequently provided,
however not sufficiently detailed:

I Statistics on cases of extradition from the Ministy of Justice

2003— 52 cases;
2004— 193 cases;
2005- 152 cases

Most of them are cases of extradition requestethbynational authorities. There are only 4
cases in which a foreign state requested the etitnadrom the Republic of Moldova (2
requests are from Russian Federation and 2 fromaRi@n

1. Statistics on extradition cases from the General Bisecutor’s Office

In 2003 there were submitted to foreign authorities, by @eneral Prosecutor’'s Office — 352
extradition requests.

2004
A) Sent extradition requests

In 2004 there were submitted to foreign authorities, by @eneral Prosecutor’'s Office — 243
extradition requests.

For comparison:

& An exception to this rule is proposed in a draft lproviding for the possibility to extradite Moldam
nationals to an international criminal court oratsebasis.
% 1n 2006 there were 294 extradition casefone of them concerned laundering or terrorisriiting.
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- in 2002 — 321 requests;
- in 2001 — 202 requests;
- in 2000 — 147 requests.

21 of the requests were related to abstractiongipimportion;
6 - illegal activity of drug trafficking;

4 — smuggling;

3 - trafficking in human beings.

B) Received extradition requests

In 2004 the General Prosecutor’s Office received 32 ekitaddocuments and requests. There
were accepted only 15 requests. In 2 cases, thadiidn requests were refused for the
following reasons:
- the person whose extradition was requested wasmthie territory of the Republic ¢
Moldova at the moment of receiving the request;
- the delay of the extradition request

2005

—h

A) Sent extradition requests

There have been sent 170 requests of extradition.
Only 120 requests have been accepted, 17 requestshieen refused, based on the following
reasons:

- The lack of dual criminality;

- The expiration of the prescription term, etc.

The examination of 28 requests was suspended.

The CSI states have executed the requests witleinraof 2-4 months.
The European states — 1,5- 2 years.

B) Received extradition requests

There have been received 18 information documeamisrequests on extradition. Only 6 |of
them have been accepted.

6.4.2 Recommendations and comments

535. On the basis of the available information, the enrrsystem does not seem to pose
problems. In theory, it allows Moldova to co-operan extradition matters. Lack of
detailed statistical information makes it difficuti ascertain how the system works,
whether or not in an AML/CFT context. There are ldgal uncertainties (sesipraon
the ML and TF offence) that might interfere wittetbxtradition possibilities, such as
the dual criminality requirement. This should netdbmajor problem however since the
deficiencies in the formal qualification of the @fices do not necessarily have the same
negative impact in extradition procedures, wheeedtiminal conduct as such prevails
over the formal text. Anyway, it is important toveaa clear and undisputed legal basis
to avoid unnecessary controversy and interpretgtioblems.
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536. Moldova should keep accurate, detailed and up-te-dttistics on extradition, both
on ingoing and outgoing requests.

6.4.3 Compliance with recommendations 32, 37 and 39 spedial recommendation V
Conformity | Summary of reasons (relating specifically to sectin6.4) for the
assessment conformity assessment

R.32 LC * Insufficient accurate, detailed and up-to-date nmi@tion
and statistics
R.37 C
R.39 LC * Legal imperfections may negatively affect the editian
possibilities
SR. LC * Legal imperfections may negatively affect the editian
\Y, possibilities

6.5 Other forms of international co-operation (R. 32 &40, RS.V)

6.5.1

537.

538.

539.

Description and analysis

Naturally Moldova co-operates with neighbouring mmies such as Russia, Ukraine
and Romania, with which it has a number of agreespencluding multilateral ones.
Experience of formal requests for mutual assistaegarding west European countries
varies from department to department.

Moldova also takes part in regional arrangementsh ®s the Bucharest-based centre
for combating cross-border crime, under the SowsthEBarope Cooperative Initiative
(SECI), to which it has appointed police and custdisison staff. In 2004, following a
Russian proposal, a regional FATF-type group wasigeMoldova is a member of this
group, which promotes operational co-operationugloa computerised network for
exchanging AML/CFT information and data.

As noted in 2.5, the special anti-laundering sectb the CCCEC, which acts as the
FIU, is not authorised to exchange information atisewith foreign counterparts or

conclude agreements for that purpose. This povets eith the CCCEC. Co-operation
with other countries in the region is also the ossibility of the CCCEC, while the

anti-laundering section exchanges information wtle FIUs of Romania, Russia,
Ukraine and so on. The anti-laundering sectionrbasntly recruited an official with a

good command of other languages. This enablesettteos to communicate directly in

English, which will facilitate co-operation whenjdins the Egmont Group. There are
few statistics on CCCEC co-operation with otherrtdes®®

% Order no. 18-1 of 10/02/2006 delegated to the liéable OPCML the power to sign the correspondeitie
foreign FlIUs, followed by Order no. 113-1 of 08/2@06 which provides that the Head of the Office
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540. It should be noted that the Public Prosecutor'sc®tias been designated as the central
authority for the purposes of co-operation underii90 Strasbourg Convention.

541. The National Bank has an external relations divisks part of its foreign exchange
operations and external relations department. Ihds a member of the Bank for
International Settlements or of the Basle Committieeugh it does keep in close touch
with the latter's activities.

542.The National Securities Commission established aternational co-operation
department in 2004 and two agreements have beerluded with foreign
counterpart®.

543. The customs service has close relations with neighibg countries, particularly for
the purposes of comparing data to keep check oemewts. In this context, particular
attention is paid to problems generated by Tratr$ais

544. The registrations chamber maintains contact witlerpol to check on individuals'
identity when issuing identity papers and on agpits/investors when registering legal
persons.

545. The information and security service (SIS), which grinciple is responsible for
terrorism-related matteéts may also exchange information on an informal asth
other police forces and Interpol.

6.5.2 Recommendations and comments

546. Available information suggests that serious crinte Moldova is very often
international in scale, whether in terms of infotima or proven or alleged risks. The
capacity of the financial supervision bodies (imithg the National Securities
Commission and the supervisory entities of the Btigiof Finance and the Licensing
Chamber) to exchange information and cooperate witir foreign counterparts
should therefore be enhanced; this would also niagessible to provide Moldovan
operators with channels of intelligence about fgmetustomers.

547. As part of the reinforcement of its organisatioaatonomy, the OPCML should be
able to exchange information directly with its figre counterparts, and if possible enter
into agreements itself for this purpose (see astian 2.5).

6.5.3 Compliance with recommendations 32 and 40 and sbegiommendation V

Conformity Summary of reasons (relating specifically to sectin6.5) for the
assessment conformity assessment

cooperates and promotes bilateral agreements witias services from abroad and realises, on tresbaf
reciprocity, conventions, treaties and agreemémiigmation exchange with similar subdivisions aito

¢ Since the visit, two additional agreements hawentsgned, with Italy and Hungary.
67 As noted earlier, its investigating powers in thisa were transferred in 2005 to the CCCEC.
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R.32 PC

There are few statistics available on CCCEC int@onal co-
operation

R.40 PC

The absence of autonomous status of the FIU ratdrats
capacity for direct international co-operation

Gaps in the framework enabling financial superwisoodies
to exchange information and cooperate with fore
counterparts

SR.V LC

In principle, the SIS has authority, but variousralities have
to be completed before information that might beusé to the
anti-laundering section can be passed on.

7 OTHER ISSUES

7.1 Other relevant AML/CFT measures and issues

548. This report has tried to pinpoint the strengths wedknesses of Moldova's AML/CFT
arrangements. It raises fundamental issues comgesaveral institutions, thus calling
for a concerted strategy to which all the differesudpervisory and monitoring
authorities and agencies, and as far as possiblerthiate sector, will contribute. Any
dialogue with the National Bank should consider ¢oenpatibility of the AML Law
with the 2002 anti-laundering recommendations.

549. An overall AML/CFT strategy should be adopted, take it possible to:

- analyse the money laundering phenomenon and tierMeldova;
- strengthen policies to combat this risk (with awito identifying sectors requiring

closer attention);

- apply the AML Law with immediate and full effect thhout the need to modify it to
take account of shortcomings and lack of precisiomarticular areas (absence of

penalties, absence of clearly designated supeweahorities, absence of a clear list

of subject entities, problem of forms not yet a@optproblem of the effectiveness of
all the measure apart from those relating to ifieation and reporting etc.); as
matters now stand, the AML Law is often perceivedaing purely declaratory;

- improve the arrangements for communicating reptwtencourage reporting and
ensure that urgent measures (suspension of traorsadreezing of assets etc.) can be

applied.

550. The machinery for regular, broader consultatiosqahvolving the private sector)
would help to alleviate the difficulties which aig practice.

7.2 General structure of the AML/CFT system (see also.1)

551. The integrity and continuity of institutions is evenore important than the question of
resources. Efforts to combat money laundering anarist financing, and to track the
proceeds of crime more generally, are largely ddeenhon the key prevention and
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enforcement agencies, namely the police, the CCCH#&, public prosecutor's
department and the courts.

552. Major efforts have been made in recent years tarenthat these institutions operate
effectively. Nevertheless, there is still a reakrof malfunctioning and corruption, as
shown by the problems encountered by the managewfetite CCCEC and the
possible consequences of a lack of physical angoweer resources in the courts.

553. Moldova should step up its efforts to make its itaibns corruption-proof and
implement the recommendations of the relevant matigonal bodies (eg. the Group of
States against Corruption — GRECO). In particuliar,should attach particular
importance to the central authorities (police, oo, prosecuting authorities, courts)
but also to the bodies which play an important partAML/CFT supervision or
detecting cases of money laundering, includingviwéous administrative supervision
services. Repeated administrative or police chetksubject entities should be a risk
indicator (extortion, corruption, etc.).
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TABLES

Table 1: Assessment of compliance with FATF Recommedations
Table 2: Recommended action plan to improve the AMICFT system
Table 3: Authorities' response to the evaluation (Were appropriate)

8 TABLE 1: ASSESSMENT OF

RECOMMENDATIONS

COMPLIANCE WITH FATF

Conformity with the FATF recommendations shouldakeessed in terms of the four levels of
conformity set out in the 2004 Methodology: CompligC), Largely Compliant (LC),
Partially Compliant (PC) and Non Compliant (NC);eixceptional cases, Not applicable (NA)

should be entered.

Forty recommendations

Conformity
assessment

Summary of reasons for the conformity
assessment

Legal systems

1. The offence of money launderin

g PC

Coverage of self laundering raises doubt

insider trading is not covered as predic
offence;

the issue of foreign predicate offenc
needs to be further clarified;

low effectiveness needs to be addressed.

ate

es

2. The offence of money launderir
— element of intention an
responsibility of legal entities

1d.C
d

The scope of corporate criminal liability
limited to commercial legal entities

is

3. Confiscation and interin
measures

nPC

Confiscation of laundered money in std
alone money laundering prosecution
unequivocally covered,

Idem for the funds related to the terrori
financing offence;

insufficient bona fide third part
protection;

inconsistent application and insufficie
effective use of the current seizure &
confiscation provisions.

nt
ind

Preventive measures

4. Laws on professiona
confidentiality compatible with
recommendations

| PC
I

The question of lawyers' professior
confidentiality should be reconsidered

nal

The Law on the NSC does not allow Jhe

exchange of information with forei

n
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competent authorities
* |nsurance sector is not covered

undertake CDD measures;

- when establishing business relations,

- when carrying out occasiongl
transactions above the designated
threshold (15,000EUR),

- that are wire transfers in the
circumstances covered by the IN|to
SR.VII,

- where there is a suspicion of ML pr
TF

- or where the financial institution has
doubts about the veracity or adequacy
of previously obtained customer
identification data.

* No requirement in Law or Regulation to
the need for verification on the basis |of
reliable independent source documents

* No enforceable requirement of general
application to verify the legal status of the
legal persons when CDD is required

* No enforceable requirement of general
application to verify the legal status of the
legal arrangement when CDD is required

» The definition of beneficial owner as set
out in the FATF recommendations (in
respect of the ultimate control of the
customer and the natural person(s) who
exercise ultimate effective control over
legal persons or arrangements is missing
in law or Regulation

* No Law or Regulation requiring
reasonable measures to be taken to verify
the identity of the beneficial owner using
relevant information or data obtained frgm
a reliable source

* The requirement to understand the control
structure and determine the ultimate
beneficiaries of customers that are legal
persons or legal arrangements is missing

* No clear enforceable requirement |of
general application to obtain informatipn
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on the purpose and intended nature of
business relationship in respect of
physical and legal persons

The notion of ongoing due diligence |[i

insufficiently embedded in law ¢
regulation
No specific requirement of genel

application for financial institutions acro
the whole financial sector to perfor
enhanced due diligence

No enforceable guidance for all financ
institutions  covering the policy o
application of CDD measures to existi
customers.

Politically exposed persons

NC

There are no general legal or regulat
provisions applicable to the
financial and non financial secto
covering the requirements
Recommendation 6.

Banking correspondent relations

5 NC

Lack of enforceable AML/CFT measur
on the issue of correspondent banking
no provisions at all outside the sec
covered by the NBM.

New technologies and
business relationships

remag

t&NC

Despite the existence of a gene
requirement for banks to have interf

the
all

pry

entire

rs
Of

0s
and
tor

ral
nal

measures needed to address the |
related to information technologies, |
of specific provisions requiring

isks
k

the

introduction of policies and procedures |on
non face to face transactions and relations,

and in the field of risks connected w
new technologies in financial sector

th

Third parties and busine

generators

SNA

10.

Keeping of documents

PC

Insufficient record keeping regulatio
for AML/CFT purposes, as gener
archiving regulations lack specif
requirements;

registration/recording of transactions
limited to suspicious and threshold bas
transactions, as defined by the AML la

no explicit application to inquiries into

terrorist financing;

no requirement in law or regulation
keep all necessary records

al
c

is
sed
v,

to
on
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transactions and identification data
longer than 5 years, if requested to do

or
SO

in specific cases by a competent

authority;

* no requirement to keep documentat
after termination of relationship;

* no requirement to disclose need
information on a timely basis {
competent authorities.

11. Unusual transactions

PC

» Lack of general enforceable obligation

on

ed
fo]

to

pay special attention to all complex and

unusual large transactions, or unus
patterns of transactions that have

apparent or visible economic or lawful

purpose.

* No enforceable requirement to exam
the background and purpose of st
transactions and set forth the findings
writing.

12. Designated non-financialNC
businesses and professions — R.5,

6, 8-11

« No DNFBPs' specific obligations o
CDD and record keeping in the AM
law;

* No evidence of effectiveness
DNFPBs’ compliance with gener
obligations on CDD and record-keepin

« No DNFBPs' specific obligations o
monitoring transactions and busine
relationships in the AML law;

* No evidence of effectiveness
DNFPBs’ compliance with gener
obligations on monitoring transactio
and business relationships in the AN
law

ual
no

ne
ich
in

[ =]

of

J.

>

£SS

of
al
ns
AL

13. Declarations of suspe
operations

ciPC

* The reporting system is in place, but
concept of suspicious transaction lacks
the elements established in essern
criteria 13.1, 13.2.

» Attempted transactions not covered

* Overall reporting system performance
still fairly ineffective

he
all
tial

is

14. Protection and prohibition @
tipping off

fPC

The scope of Article 4.1.g should be clarifi

ed,

together with the applicable sanctions

15. Internal controls and compliance

The questidn effectiveness arises
financial sectors other than banking
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16. Designated non-financialNC

companies and professions —
13-15& 21

R.

No DNFBPs’' specific obligations
special attention and other actions related
to business relationship with persans
from countries with insufficient level
implementation of the FAT
recommendations;

No evidence of effectiveness
DNFPBs’ compliance with general

with persons from countries with
insufficient level of implementation
the FATF recommendations;

No DNFBPs’ specific obligations
STR reporting in the AML law;

No evidence of effectiveness
DNFPBs’ compliance with general

law;

No DNFBPs’' specific obligations
internal controls, complianc

programme and an audit function in the
AML law;

No evidence of effectiveness pf
DNFPBs’ compliance with general
obligations on internal  controls,
compliance, maintaining  on-going
employee training programme and [an
audit function in the AML law

17. Sanctions

NC

Penalties for non-compliance with AL
Law should be more clearly specified

DNFBPS There are no penalties for failure|to

comply with the AML Law

18. Shell banks

PC

There is no specific requirement for
financial institutions to discontinue
correspondent banking relationship wijth
shell banks;

No legal requirement for financia
institutions to satisfy themselves that
respondent financial institutions in |a
foreign country do not permit thejir
accounts to be used by shell banks.

19. Other forms of declaration

20. Other non-financial companie

s PC

Ineffectiveness of the  preventive
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and professions and secure fund

management techniques

machinery for virtually all non-designated
non-financial businesses and professions

« Reduction of cash
individuals desirable

payments

or

21. Particular attention to higher-risk°C « Lack of general enforceable obligation|to

countries examine transactions with persons from
countries, that do not or insufficiently
apply FATF recommendations, with no
apparent economic or Vvisible lawiful
purpose, and to make written findings
available to assist competent authorities.

* No mechanism in place to apply counter-
measures apart from automatic suspicipus
transaction reporting.

22. Foreign branches and subsidiar|ddA

23. Regulation, control an( PC Market entry
monitoring « The allocation of responsibilities must e

clarified;

e the AML Law contains no list of
competent authorities.

Supervisory programme and procedures

* No checks are made on the origin |of
funds and professional qualifications |in
the insurance sector.

24. Designated non-financialNC Casinos appear to be closely supervised by
businesses and professions| — the Ministry of Finance and the finance poljce
regulation, control and but there is no control on the implementatjon
monitoring of the AML Law proper

25. Guidelines and feedback NC Rec 25

e There are no specific guidelines for
DNFBPs which must refer to the AML
law.

» Absence of feedback

AML/CFT Guidelines

e The steps taken are inadequate and
should also take account of terrorjist
financing;

» significant doubts remain about the
effectiveness of information circulation,

Institutional and other measures

26. The FIU PC

* Generally, the autonomy and powers
the FIU need reviewing and the ident
of the FIU should be established clea
in legislation;

of
ty
rly
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* Reporting forms and procedures have
been issued for all reporting entities;

« Insufficient physical and electron
security systems to securely protect
information held by the FIU;

* No periodic reports issued by the F
with statistics, typologies, trends a
information on its activities;

* In practice real issues as to whether
Egmont Principles are applied in relati
to security of information, thus impactir
on effective co-operation.

e Low turnover in terms of case
forwarded to prosecution (efficiency)

not

c
the

the

19

ES

27. Criminal prosecution authorities

PC

* Limited information and data available

assess the efficiency of the ML/KF

investigation and prosecution process ;
* no legislative or other measures that all
competent authorities to postpone
waive the arrest of suspected pers
and/or the seizure of money for t
purpose of identifying persons involved
such activities or for evidence gathering

 more focus on the investigation of t
financial aspects of crime to achieve m
effective asset recovery.

FT

ow
or
ons
he
in

Dre

28. Powers and competent authoriti

29. Supervisory authorities

NC

The issue of powerstbdse seen in relatio

to the allocation of responsibilities. Powe

are not clearly conferred by the AML La
since the supervisory bodies are not listed

30. Resources, integrity and training

PC

The FIU

* The OPCML's resources (bearing in m
the scale of its tasks) and technical me
are insufficient

Law enforcement and prosecution

» the authorities designated as respong
for AML/CFT need further resourcing;

* Training needs to be developed in
fields of finance, use of financial analys
use of computer techniques, eviden
requirements and asset recovery.

Supervisory authorities

» The OPCML has insufficient resource

ible
he
is,
tial

S

the National Bank and, to a certain exte

nt,
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the National Securities Commission are
the only bodies that are conversant with
AML/CFT issues.
31. Co-operation at national level LC Insufficient irgetion with all supervisory
authorities, impacting on efficiency.
32. Statistics PC Regarding the FIU
» Effectiveness: statistics are not available
rapidly and in a detailed, accurate, reliable
way.
Regarding law enforcement and prosecutiop
» Itis difficult to obtain statistics on seizures
and confiscations
On-going supervision and monitoring
 Only the CCCEC, the National Bank pf
Moldova and the National Securities
Commission have statistics and there |are
sometimes difficult to obtain for technical
reasons or because of doubts about
competence.
Regarding mutual legal assistance
» Statistics insufficiently detailed (nature [of
request, granted or refused, time required
to respond)
Extradition
* Insufficient accurate, detailed and up-to-
date information and statistics
Other forms of international co-operation
» There are few statistics available pn
CCCEC international co-operation
33. Legal entities - actualPC Lack of general controls on origin of funds
beneficiaries and, more generally, of auditing policy
34. Legal constructions - actuaN/A
beneficiaries
International co-operation
35. Conventions PC Insufficiencies in effective implertaion of
the Conventions
36. Mutual judicial assistance LC Co-operation couddemtially be inhibited by
legal uncertainties (self-laundering, corporate
criminal liability)
37. Double criminalisation C
38. Mutual assistance in confiscatioln.C * No information on  co-ordination
and freezing arrangements for seizure and confiscatipn.
39. Extradition LC Legal imperfections may negativeffeat the
extradition possibilities
40. Other forms of co-operation PC « The absence of autonomous status of|the
FIU restraints its capacity for direct
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international co-operation

» Gaps in the framework enabling financjal
supervisory bodies to exchange
information and cooperate with foreign
counterparts

Nine Special Recommendations

Conformity
assessment

Summary of reasons for the conformity
assessment

SR.l Application of UN instruments

PC

» Deficient implementation of UN res. 1267
and 1373.

» Efforts to identify terrorist assets |n
Moldova have focussed almost exclusiv
on banks

D
<

SR.II Criminalisation of the financin
of terrorism

gPC

» The financing of terrorists and terror|st
organisations as such, unrelated to |the
actual perpetration, attempt or preparation
of terrorist activities, is not covered,

» The TF offence should expressly refer|to
and cover all offences, defined as terrofist
offences in the Annex of the TF
Convention;

» The criminal liability of legal persons does
not apply to the financing of terrorism and
terrorism.

SR.III Freezing and confiscation
terrorist funds

OfNC

* No clear legal structure for the conversion
of designations into Moldovan law unaer
UNSCR 1267 and 1373 or under
procedures initiated by third countries;

* No designating authority in place for
UNSCR 1373;

« No effective and publicly known
procedures in place for, or guidance
relating to, considering de-listing and
unfreezing, authorising access to frozen
funds for necessary expenses and |for
challenging such measures;

* No clear guidance to all financial and non-
financial sector ;

* Insufficient bona fide third party
protection;

» Practice appears to be limited and so does
the monitoring of compliance.

SR.IV  Declaration of suspe
operations

cCINC

No explicit mandatory obligation for financigal
institutions to report STRs when it suspects or
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has reasonable grounds to suspect that funds
are linked or related to, or to be used [for

terrorism, terrorist acts or by terrorist
organisations and those who finance terrorism
apart from transactions involving residents of
countries which inadequately implement
FATF standards.

SR.V International co-operation

LC

Mutual legal assistance

» Co-operation risks to be hampered by the
legal inadequacies as to the offence of
terrorist financing and corporate criminal
liability

Extradition

» Legal imperfections may negatively affect
the extradition possibilities

Other forms of international co-operation

* In principle, the SIS has authority, Qut
various formalities have to be completed
before information that might be of use|to
the anti-laundering section can be passed
on.

SR.VI AML/CFT  obligations
applicable to agencies transferri
moneys or securities

PC

Requirements identified under R.5-11, 13415,
21 are not implemented by the Post office and
those under R.17, 24, 25 do not apply to|the
Post office, which is a part of this sector.

SR.VIl Rules applicable to electron
transfers

INC

* no regulatory requirements on full
originator information regarding the use |of
credit and debit cards as a payment system
for both domestic and cross-border
transfers;

* no regulatory requirements for financjal
institutions to act as provided for in criteria
VIL.4, VIL.5, VI1.7, VII.8 and VII.9

SR.VIII Non-profit making bodies

PC

* No review of laws and regulations was
undertaken by the authorities to establish
their adequacy regarding prevention | of
misuse of NPO of financing of terrorism

« No measures are in place to ensure that
funds of other assets, collected by |or
transferred through non-profit
organizations are not diverted to support
the activities of terrorists or terrorist
organisations

SR. IX Cross Border declaration a
disclosure

ndC

* Not all bearer negotiable instruments
covered by declaration regime.
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Insufficient focus on recovery of crimin
proceeds (efficiency)
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9 TABLE 2: RECOMMENDED ACTION PLAN TO IMPROVE THE

AML/CFT SYSTEM

AML/CFT system

Recommended action (in order of priority)

1. General

2. Legal system and other relateg
measures

Criminalisation of Money Launderin
(R1&2)

The text of Article 243 should formally cover t

laundering by the author of the predicate offence.

The issue of the foreign predicates to mo
laundering (subject to dual criminality or not) &bt
also be further addressed, either in law or by ofa
creating jurisprudence. This would help to claf
the wording and avoid possible interpretations
variance with current accepted opinion.

It should also make it clear what evidence
required concerning the associated offence
criminal intent.

The corporate criminal liability under article 2}
CC should apply beyond the commercial le
entities, to include non-commercial and non-pr
legal persons.

A serious effort needs to be made to increase
effectiveness of the system, particularly in
judiciary phase. The implementation aspect
presently quite unsatisfactory, however, and ne¢
to be addressed by a firm prosecution policy

ney
I
y
ify

at

is
and

3
gal
ofit

the
the
is
reds
and

creation of jurisprudence, particularly on the

evidentiary requirements.

Such measures should be accompanied
awareness-raising and information aimed at pa
officers, prosecutors and judges (publicatig
internal memoranda, guidelines, instructio
training courses etc.) which would also empha
the need to prevent abuses of the plea barga
system in cases of money laundering or ser
crime. The revision process should be used
reconsider overall consistency (include a gen
reference to financial assets, property and inc
and the links between aggravating circumstance

by
lice
ns,
ns,
Size
ning
ous

to
eral
ome

S).

Criminalisation of Terrorist Financin
(SR.IN

g The examiners recommend taking legislative andrag

steps that prove necessary to ensure that:

« the financing of terrorism under Article 279

conjunction with Article 278) also

the

n

cove

Is
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organisations and persons recognised as engaging in

terrorist activities, even in the absence | of
(preparation of) a specific terrorist act;
the terrorist acts provided for in Articles 278dan
279 include the acts provided for in the interrasic
conventions to which the 1999 Convention refers;
the form of support given includes all types ofdar
whether material or non-material;

the scope of Article 21 (corporate criminal liatyi)i
is extended to make it applicable to Articles 278 g
279.

—

Confiscation, freezing and seizure

proceeds of crime (R.3)

of

The confiscation of the body (* corpus”) of the
offence should be unequivocally provided for, bpth
in (stand-alone) money laundering and in terrorism
financing cases;
Further develop the full protection of the intesest
of thebona fidethird party within the context of the
criminal proceeds confiscation proceedings;

Steps are taken to solve the practical probl
sometimes caused by freezing and seizure
(administration of assets pending confiscation,
application to less tangible products such| as
company shares - appointment of a civil
administrator, conversion to stable financial
products, etc.)
The anti-laundering office is encouraged to make
more frequent requests under its own powers for
transactions to be suspended.
More efforts are made to familiarise law
enforcement and judiciary authorities with these
measures.
To consider reducing the burden of proof |by
reversing (or sharing) it following conviction and
for purposes of confiscation.

[1%)

Freezing of funds used
terrorism (SR.III)

to finan

ce

It is recommended to urgently adopt the varipus

measures required by SR.IIl and the United Nations

Security Council Resolutions (clear legal structure
for the conversion of designations under RES 1267
and RES 1373, national authority to consider

requests for designations under 1373, procedures

for systematically checking whether designated

persons have funds or other assets — as defined in

the IN Note to SR.III with a view to freezing them
without delay - procedures for listing and de-tigti
procedure to follow up on foreign freezing
decisions, procedures to challenge a listing decisi
and to release part of the frozen assets| for
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legitimate purposes, etc).
It is recommended that clear guidance to|all
financial and non financial sector operators and
adequate official awareness and information
measures are developed on those measures and for
detecting terrorist assets.
e It is also recommended to ensure that adequate
monitoring of compliance with SR.III. is taking
place in practice.

The Financial Intelligence Unit and its « The examiners recommend that within the CCCEC,

functions (R.26, 30 & 32) the identity and independence of the OPCML |are
strengthened to bring it more into convergence with
the criteria for and characteristics of FIUs
generally, concentrating on the prevention | of
money laundering, and that it is given sufficient
resources to discharge its main tasks, ie. |the
analysis of financial intelligence.

e For this purpose, the FIU should have a segure
computer system and specific databases and be
directly accorded the same powers as those usually
accorded to an FIU, in particular those |of
exchanging information without prior agreement,
signing co-operation memoranda under its own
name, and asking for operations to be suspended
without the intervention of the CCCEC director.

« The OPCML's identity should also be established
more clearly in legislation, in particular in thé/A
Law, which refers only to the CCCEC.

* Once that identity is established, the other raieva
standards must be implemented as a whole, in
particular:

- protection of information held by the FIU
(confidentiality)
- the elaboration of periodical reports, which
include statistics, typologies and trends|as
well as information regarding its activities
- giving guidance to the subjected entities|on
the reporting procedure.

» It is also recommended that the OPCML's powers
be reviewed. In addition to its analytical tasks, i
might benefit from a general power of supervision
on compliance with the obligations laid down in the
AML law. The latter does not make express
provision for this, and this supervisory power
seems to derive from the powers of the CCCEC

Criminal prosecution and investigatipn e« There should be more in-depth analysis of |the
authorities or other competent authorit phenomenon of and trends in money laundering
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(R.27, 27, 30 & 32)

and its institutional framewpiikcluding sectors

which are not universally regarded as vulnerabl
laundering but about which the examin
sometimes heard fairly firm risk allegatio
(gaming, outside as well as within casinos,
estate, insurance, pawnbrokers etc.);

The results of investigation and intelligence w
on the financing of terrorism should be more fu
shared between the SIS and the CCCEC, w
also has preventive powers in the field;

Detailed statistics should be kept on mo
laundering and terrorist financing investigatio
prosecutions and convictions, as well as on sesz
and confiscation; in particular, this would make
possible to assess the practice of the authoriti¢
this sphere and ensure that a policy exists on
proceeds of crime;

Moldova may consider to review, as a matter
urgency, the legal framework for the use of spe
investigation techniques and examine if the Cod
Criminal Procedure should be amended to ex
the use of special investigation techniqu
including controlled deliveries, to a wider randge
offences associated with AML/CFT;

Training must be developed/continued, with
emphasis on systematic recourse to finan
investigations, the culture of the business wadHhd,
use of investigation techniques in a modern l¢
framework, analysis and use of compu
techniques (involving in particular, but not on
the anti-laundering office).

3. Preventive measures - financid
institutions

Risk of money laundering or terrori
financing

D
e to
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of
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an
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rgal
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Secrecy or confidentiality of financig
institutions (R.4)

The question of lawyers'  professior
confidentiality should be reviewed.
The Law on the National Securities Commiss
should provide the NSC the explicit authority
exchange information with  with other foreig
competent authorities on AML/CFT issues.
The evaluators were not provided any additig
information regarding the insurance sector. In
case, it is recommended that the law on insurg
should provide similar authority on internatior
information exchange related to AML/CH

nal

ion
to
on

nal
any
ance
nal
[T

purposes to the Ministry of Finance.
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Duty of vigilance, including stronger ¢

reduced identification measures (R.5 to

br Most steps are

required to increase the level

of

8) compliance with the FATF Recommendation 5 which is
one of the fundamental Recommendations of the FATF.

The examiners advise that obligations in the AMLTC
methodology marked with an asterisk are put inANE

Law.

F

It is strongly recommended to amend the AML

Law (and consequently the various existing sed
specific regulations) in order to implement t
various requirements of Recommendation 5, an
ensure that the following mechanisms are @
taken into account:

Identification of beneficial owners
“Know your customer” policies

business relationship
enhanced due diligence mechanisms

specific high-risk customers, including

PEPs
modalities
identification
consequences of problems occurr
during the identification process
applicability to existing customers

for the verification o

The examiners strongly advise to include in
AML law or regulation a definition of “beneficig
owner” on the basis of the glossary to the FA

tor-
he
dto

uly

On-going due diligence in respect of the

for

f

ng

the
|
TF

Methodology. Financial institutions should take

reasonable measures to verify the identity
beneficial owners using relevant information
data obtained from reliable sources.

The legal status of the 2002 NB
Recommendations as a key regulation for ba
should not be disputable. The Moldova authori
are advised to address this issue so as to @
controversies and take the necessary measur,
ensure that the text contains mandatory obligat
for banks which are enforceable by the NBM &
are fully in compliance with the FAT
recommendations.

Turning to Recommendations 6 to 8, no spec
measures are in place. There is thus a need t&r
amend the AML Law, or to adopt speci
regulations for the banking and non-bank

of
or

M
inks
ties
avoid
es to
ons
and

F

ific
pith
ic

ing

financial sector regarding the various requireme
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of Recommendation 6 on politically exposed

persons, of recommendation 7 on correspon
banking relationships, of Recommendation 8

dent
on

non face to face transactions, and to complement

the NBM Recommendations on all those issues.
In the further development of the NB
recommendations, the NBM is encouraged
carefully analyse the current legislative limitaisg
and existing practice to avoid introduci
mandatory requirements for banks in situations
are prohibited in any event or are not applicable
It is also recommended to extend more largely

M
to

ng
that

the

2002 NBM Recommendations on money

laundering and the AML Law to the issue

of

terrorist financing regarding the due diligence

mechanisms.

Third parties and business generators

N/A

Record keeping and wire transfer ru
(R.10 & SR.VII)

€S o

The AML law requires financing institutions

to

keep information on identified customers, archive
of accounts and primary documents regarding
limited and suspicious financial transactions far a

period of 5 years from the date when
transaction was carried out. The provisions of

the
the

AML law should cover the entire transactigns
carried out by financial institutions, and not

exclusively those regarding suspicious transact

ons

and transactions in excess of the set amountseby th

law.

A general requirement to maintain all relev
records for 5 years after the termination of
account or business relationship should
established.

ant
the
be

Competent authorities should be given proper
powers to enable them to request, in specific cases
financial institutions to keep all necessary resord

for a longer period as determined these authoriti
The AML law and sector specific legislation
regulation should clearly require financ
institutions to maintain such information and d
on clients and transactions so that it can be n

es
or

al
ata
nade

available on a timely basis to the competent

authority.
Legislative changes are required to address is

relevant to compliance with criteria VII.2 and \3lI,

regarding use of credit and debit cards as a m
transfer instrument, and with criteria VII.4, VI).
VII.7, VII.8 and VII.9 regarding all the bankin
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sector.

Monitoring of transactions and busing
relationships (R11 & 21)

SS o

It is recommended to introduce a general

enforceable obligation to pay special attentioaltc

complex and unusual large transactions, or unysual
patterns of transactions that have no apparent or

visible economic or lawful purpose.
Financial institutions should also be required
law, regulation or other enforceable means

examine the background and purpose of such

transactions and set forth their findings in wat
and make them available for competent author
and auditors for at least 5 years.

A specific requirement should be introduced

by

Law, Regulation or other enforceable means to
ensure that financial institutions proactively

examine business relationships and transac

ions

with persons from countries that do not apply, or

insufficiently apply FATF recommendations.
If transactions with persons from countries wh

ich

insufficiently apply the FATF Recommendations
have no apparent economic or visible lawful
purpose, the background and purpose should be

examined and written findings should be m

ade

available for competent authorities. This
requirement should be covered by Law, Regulation

or other enforceable means.
A mechanism should be set up to enable a

state

agency to apply counter-measures if a foreign

country fails to comply with FATE

recommendations on a continuing basis, as well as

to specify such measures.

The Moldovan authorities should also envis
adopting a more targeted approach to advi
financial institutions on potentially problemat
jurisdictions, other than the NCCT countries &
territories and offshore zones, which would invo
them in making their own decisions in respect
individual states. They should also provide le
measures needed for implementing additig
counter-measures under criterion 21.3.

Suspicious transaction and other report
(R.13-14, 19, 25 & SR.IV & SR IX)

ing e

Instead of a specific and exhaustive list
suspicious transactions, the preventive law sh
make suspicion that funds are proceeds from c

or are linked or related to, or are used for finagc

of terrorism the only mandatory basis for mak
an STR, regardless of transaction amount.
The CCCEC and the supervisory authorities sh
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be authorised to provide guidance to the repor
institutions regarding recent ML/FT typologies &
transactions used to enhance the capacity of t
institutions to detect suspicious transactions.

A fully comprehensive provision should be

introduced by law or regulation requiring financ
institutions to report to the FIU whenever th
suspect or have reasonable grounds to suspec
funds are linked or related to, or to be used
terrorism, terrorist acts or by terrorist organisas

or those who finance terrorism, in line with SR IV.

The Moldovan authorities should also clarify t

ting
nd
hese

ial

ey

t that
for

he

situation in respect of the application and scope o

Article 4. 1(g) and make it clear that it appliesatl

reports of operations subject to an upper limit,

under both articles 4.1(b) and article 5.1(a) tp
This would avoid the risk of confusion and ng
reporting.

It is also recommended to clarify the issue
sanctions in the AML Law in case of n
compliance with art. 4(1) (g) (prohibition of tip
off).

The question of a single form for reporting
transactions whatever the reporting entity shoeic
seriously considered, and the policy wher¢
entities are only bound by their obligations if
form and a CCCEC instruction exist should
abandoned.

The declaration obligation should extend to
bearer negotiable instruments.  Furtherm
enhanced awareness-raising of the customs sk
bring a more effective focus on recovery
criminal assets.

Internal controls, compliance and forei
branches (R.15 & 22)

gn

The question of the existence of internal cont
in the non-banking sector affecting all AML La
obligations remains open and once responsib
for supervising the implementation of the AN
Law has been clarified, the Moldovan supervis
authorities must ensure that internal controlsimr
place in all reporting financial entities.

Fictitious banks (R. 18)

There should be explicit requirements (in Iz
regulation or other enforceable means) wh
oblige financial institutions to discontinue exisfi
correspondent banking relationships with s
banks, if any, as required by Criterion 18.2,;

The examiners have not been provided V

(e
n_

of
DN

all

1 b
2y
a
be

all

ore

nould
of

rols
w
ility
L
ory
e

W,
ich

nell

vith

sufficient information that financial institutiorsse
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required to satisfy themselves that responc
financial institutions in a foreign country do n
permit their accounts to be used by shell banks
consequently, they recommend to insert in the

lent
ot

and
law

or regulation clear provisions on shell banks,

covering essential criteria for recommendation !

The supervisory and oversight systen
competent authorities and self-regulat
organisations (R. 17, 23, 29 & 30).

Firstly, the AML Law should refer to the OPCM
rather than to the Centre as regards FIU aspect
Secondly, the AML Law should include a clear
of administrative penalties applicable to
different breaches of the AML Law, possibly w
reference to the sanctions available in the Cod
Administrative Penalties.

Thirdly, the effectiveness of the supervisi
system would benefit greatly from clarificatig
The recommendation made in this connec
during the second round evaluation dese
repetition: state clearly in the various provisiarfs
Article 8 which control bodies are being refert
to, and list them in order to clarify the an
laundering  responsibilities; the  Moldov
authorities might perhaps envisage providing
the anti-laundering section to have explicit pow
to monitor the implementation of the AML La
whatever the sector (by settling questions wt
competing powers between authorities cg
cause); this would enable shortcomings in a g
sector to be compensated for.

Financial institutions - market entry a
ownership/control (R.23)

Once the applicational scope of Article
paragraph 2 has been extended to all the A
Law requirements, the supervisory authorit
should swiftly ensure that they are implement
and not just with regard to the reporting &
identification obligation (see recommendations
the preceding section);
The licensing legislation should require a check
the origin of funds and the personal competenc
persons applying for an insurer’s licence (and
other entities subject to the AML Law).

18.
L
S.
ist
he
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e of
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AML/CFT Guidelines (R.25)

The CCCEC/the OPCML and the various enti
in charge of supervision should make a gre
publication effort, bearing in mind the ma
sectors subject to the AML Law. Resources
apparently limited for the publication

documents on paper, but the examiners were
to observe that computerisation is making ra

ies
ater
ny
are
Df
able
pid
use

progress in Moldova and it would be easy to
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the CCCEC site as a documentary resource.
Steps should also be taken to ensure

that

information is properly circulated in the various

sectors.

Furthermore, information should be provided
the sphere of financing of terrorism, withg
neglecting important sectors.

Ongoing supervision and monitorir

(R.23, 29 & 32)

g

Moldova should address the various shortcom

in the field of supervision and monitoring of the
whole financial sector (in particular the explicit

in
ut

ngs

designation of the supervisory bodies, adequate

powers to monitor and ensure compliance,
coverage of AML/CFT aspects in inspections

full
of

the whole financial sector, robust supervispry

programme for AML/CFT purposes with prop
inspection procedures etc).

Better statistical data should be kept by
supervisory bodies, detailing the nature
AML/CFT violations detected and penalti
imposed. Statistics of onsite visits and use
sanctions need reviewing collectively and of
coordinated basis, in order to have a clear pic
of the level of AML/CFT compliance across t
financial sector.

Money or securities transfer servig

(SR.VI)

es

Moldova should remain vigilant where t
machinery for transferring funds, or remittances
concerned and ensure that all operators (whe
affiliated to foreign or national money transi
networks) also discharge their AML/CH
obligations in respect of funds transferred
Western  Union,  Moneygram  or  oth
arrangements.

Requirements identified under R.5-11, 13-15,
are not implemented by the Post office and th

er

all
of
es
of
1 a
ture
he

he
Ji
ather
er

T
by
er

21
ose

under R.17, 24, 25 do not apply to the Post office,

which is a part of this sector. Measures shoulg
taken to address adequately these requirement

4. Preventive Measures — Design
Non-Financial Businesses
Professions

ate
an(

Duty of vigilance and keeping
documents (R. 12)

q

Df

First of all, Moldova should take steps to clar

the drafting of the AML law by listing mor
precisely the non-financial activites a
professions (abolishing the catch-all form wh
applies to all operators effecting transacti
outside the financial system).

1 be
S.

*3

nd
ch
DNS

Urgent consultations are needed with

the
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profession of lawyer in order to determine th
obligations under the AML Law.

eir

All changes regarding the CDD and record

keeping requirements for financial institutio
should be put in place for DNFBPs.
Clear and direct obligations as defined

recommendation 6 should be expressly adopted.

ns

in

Moldova should adopt specific measures
concerning non face to face business transactions
and a general requirement to deal with the misuse

of technological developments.

Relevant authorities should take urgent steps to

raise awareness of the relevant provisions of

AML Law as they apply to the DNFBPs they

supervise, and to develop guidance relevant tg
individual sectors.

Monitoring of transactions and busing
relationships (R12 & 16)

SS

Moldova should ensure that requirements ur
Recommendation 11 and 21 apply to DNFB

the

the

der
Ps,

subject to the qualifications in Recommendation

16.

Declaration of suspect operations (R. 16

Moldova should ensure that the reporting forn
available rapidly for all designated non-finang
businesses and professions subject to the AML
(at the same time as clarifying the precise
thereof).

Additional measures should be taken to ensure
all DNFBPs comply with their reportin
obligations.

More outreach and guidance is developed for
DNFBPs to explain the reporting obligation.

Internal controls, compliance & aug
(R.16)

lit

The authorities should make sure that all DNFE
are required to set up internal procedures, pali
and controls to prevent ML and FT. The DNFB
should also be required to either have a progran
employee training or have some other acces
(compulsory) training either provided by the ord
and associations or by the authorities.

Regulation, supervision and monitori
(R.17, 24-25)

ng

Once the various designated non-finan
businesses and professions have been liste
name in the AML Law, it will again be necesszg
to clarify the powers of the supervisory bodies
particular the different departments of the Mirnyis
of Finance which are involved in controllir
gaming, pawnbrokers, and dealers in prec
stones and metals) in order to ensure that
DNFBPs are adequately supervised for AML/C
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In the case of the legal and accounting profess

ons

their professional associations should be given an

active role to play.
Moldova should provide more specific, timely g
systematic feedback to reporting entities

nd

and
should develop further its effort to raise AML/CFT

awareness within the DNFBPs, especially through

sectoral and practical guidelines.

Other non-financial businesses 4

professions (R.20)

nd

The limit on cash payments imposed on le
entities is a positive initiative which Moldoy

gal
a

ought to extend to payments by individuals,

bearing in mind the problems specific to t
country (corruption, cash-based economy, cas

he
h of

sometimes suspect origin brought into Moldova,

etc.).

5. Legal Persons and Arrangements &
Non-Profit Organisations

Legal Persons — Access to benefig
ownership and control information (R.33

ial

Moldova should introduce controls on the origin
funds as a preliminary to registering legal pers
and issuing licences to companies presen
AML/CFT risks (insurance, gaming etc.).

of
ons
ting

Moldova should also consider a more general

reform aimed at developing machinery
financial audit and approval of company accod
by professional auditors.

Access
and contr

Legal Arrangements -
beneficial ownership
information (R.34)

ol

tdlot applicable

Non-profit organisations (SR.VIII)

Moldova should implement the
covered by criteria VIII.1 and VIII.3.

requireme

6. National and International Co-
operation

National co-operation and coordinati
(R.31)

olp]

Greater use should be made of co—ordinaﬂ

machinery to clarify problems and poten
policies in the AML/CFT field.

This would be an opportunity to obtain a m
precise picture of AML/CFT responsibilities a
of which sectors were being used for launder
to ensure that these sectors were prop
supervised, to consider the resources needed b
supervisory departments and agencies anc
assemble more statistics.

Beside the importance of a dialogue with
private non-banking sector (sesuprg, the
interaction with all supervisory authorities
essential as a tool for effective compliance by

for
nts

nts

tion
ial

Dre
nd
ng,
erly
y the
] to

the

S
and

guidance for the relevant sectors.
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Special UN conventions and resolutig
(R.35&SR. )

ns

As regards the transposition and scope of |UN
instruments, some of the problems mentioned

earlier in the report may cause difficulties (dw |t

use of special investigation techniques in judicial
proceedings for purposes of co-operation with
other countries). All in all, there are some formal

deficiencies that need attention (s&gpra legal
issues), but the main issue to be addressed is
to implement the Conventional requirements in
efficient way.

Mutual legal assistance (R. 32, 36-38, §
V)

SR.

how
an

Although there are no incidents recorded that give
a concrete indication of the existence of legal
obstacles jeopardizing an effective mutual legal

assistance provision, the identified domestialleg

shortcomings should be remedied — in particular
with regard to the ML and TF offences and special
investigation techniques including controlled
delivery (seesuprg — to ensure that full assistance

can be given.

Extradition (R. 32, 37 & 39, SR. V)

Certain legal uncertainties (ssapraon the ML
and TF offence) might interfere with th

e

extradition possibilities, such as the dual
criminality requirement. Though this should not|be
a major problem however since the deficiencies in

the formal qualification of the offences do n

ot

necessarily have the same negative impact in

extradition procedures, where the criminal cong
as such prevails over the formal text, it
important to have a clear and undisputed le

uct
is
gal

basis to avoid unnecessary controversy |and

interpretation problems.

Moldova should keep accurate, detailed and up-to-
date statistics on extradition, both on ingoing and

outgoing requests.

Other forms of co-operation (R. 32 & 4
RV.V)

0,

The capacity of the financial supervision bodi
(including the National Securities Commission a

es
nd

the supervisory entities of the Ministry of Finance
and the Licensing Chamber) to exchange

information and cooperate with their foreign

counterparts should therefore be enhanced;

As part of the reinforcement of its organisationpal
autonomy, the OPCML should be able to exchange

information directly with its foreign counterparts,
and if possible enter into agreements itself fag th

purpose .

7. Other issues

Other relevant measures and issues in

the

An overall AML/CFT strategy should be adopté

U
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AML/CFT framework

to make it possible to:
analyse the money laundering phenomenon
trends in Moldova;
strengthen policies to combat this risk (with awi
to identifying sectors requiring closer attention);
apply the AML Law with immediate and full effe
without the need to modify it to take account

and

e

ct
of

shortcomings and lack of precision in particylar

areas (absence of penalties, absence of cl
designated supervisory authorities, absence

clear list of subject entities, problem of formst
yet adopted, problem of the effectiveness of al
measure apart from those relating to identifica

early
of a
o

th
ion

and reporting etc.); as matters now stand, the AML
Law is often perceived as being purely declaratary;
improve the arrangements for communicating

reports to encourage reporting and ensure
urgent measures (suspension of transact
freezing of assets etc.) can be applied.

that
ons,

Machinery for regular, broader consultation (also

involving the private sector) would help to alleeia

the difficulties which arise in practice.

As financial institutions could in future consider

relying on intermediaries or other third parties

to

perform some of the elements of the CDD process or

to introduce business, it would be advisable far
Moldovan authorities to cover all the essentidiecia
in respect of recommendation 9.

It may be useful for Moldovan authorities to exae

the issue of trusts and legal arrangements inighe
of R. 34 and consider elaborating, if necessary,

th

an

relevant guidance to financial institutions and/or

investigative authorities.

General structure of the AML/CFT syste
— structural elements

me

Moldova should step up its efforts to make
institutions corruption-proof and implement
recommendations of the relevant international t®

its
he
die

(eg. the Group of States against Corruption —
GRECO). In particular, it should attach particular

importance to the central authorities (police, oo,
prosecuting authorities, courts) but also to thdidm
which play an important part in AML/CF
supervision or detecting cases of money launde
including the various administrative supervis
services. Repeated administrative or police cheok
subject entities should be a risk indicator (exbont
corruption, etc.).
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ANNEXES

10

ANNEX |: DETAILS OF ALL BODIES MET ON THE ON-SITE
MISSIONS : MINISTRIES, OTHER GOVERNMENT AUTHORITIES
BODIES, PRIVATE SECTOR REPRESENTATIVES AND OTHER

Centre for Combating Economic Crimes and Corrup{io@CEC), including the office for
prevention and control of money laundering, thelyais and forecasting department and the
criminal investigation department

National Bank of Moldova (supervisory, legal,emtational relations, budget and finance
departments, the Governor and his deputies)

General Prosecutor’s Office

Information and Security Service (economic seguté@partment)

Ministry of Internal Affairs.

National Securities Commission and register repregives

Customs (criminal inquiries, international relatsoand protocol, anti-smuggling, intelligence,
prosecution and investigation and risks departmamtssections)

Ministry of Justice (international legal assistarand administration of courts departments)
and judges

Ministry of Finance (treasury, state tax inspeat®yinspectorate responsible for supervising
the insurance industry and pension funds, savingd l@ans associations supervisory
department, financial control directorate, legalediorate and the supervision of treasury
accounts department)

Ministry of Foreign Affairs

Licensing Chamber

Department of Information Technology, including thtate Registration Chamber

The evaluation team also met members and repréisestaf the following professions:

independent brokers

lawyers/advocates (an official of the studentsiceffin the law faculty took part in the
discussions concerning this profession), legal albaists, accountants

insurance companies

banking associations, banks (compliance officers)

NGOs (centre for the analysis and prevention ofuggion)

audit companies

casinos

national lottery

fiduciary companies
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11 ANNEX II: LIST OF ALL LAWS, REGULATIONS AND OTHER

Laws

MATERIAL RECEIVED

Civil Code (article 1398)

Criminal Code of the Republic of Moldova

Criminal Procedure Code

Law no. 416-XI1 of 18 December 1990 on police

Law no. 45-XIll of 1994 on operative investigation

Law no. 548-XIIl of 21 July 1995 on the Nationalrikeof Moldova

Law no. 550-XI1I of 21 July 1995 on Financial Inations

Law no. 837 - Xlll of 17 May 1996 on Public Assations (excerpts)

Law no. 910-XIll of 5 July 1996 on Joint Stock Coamges

Law no. 192-XIV of 12 November 1998 on the NatioSaturities Commission

Law no. 199-XIV of 18 November 1998 on the SecesitMarket

Law no. 581 of 30 July 1999 on Foundations (ex&@rpt

Law no. 451-XV of 30 July 2001 on licensing sompayf activities

Law no. 633-XV of 15 November 2001 on preventing aombating money laundering and
the financing of terrorism

Law no. 539-XV of 12 October 2001 on combatingdgsm

Law no. 1104-XV of 6 June 2002 on instituting thentr for combating economic crimes
and corruption

Law no. 1264-XV of 19 July 2002 on declaration aodtrol over the incomes and property
of the state dignitaries, judges, prosecutors, ipuisgrvants and certain persons vested with
managerial functions

Law no. 1569-XV of 20 December 2002 on the modestmoduction and taking out of the
goods of the territory of the Republic of Moldowarmtural persons

Law no. 1569 of 20 December 2002 on taking in amdcash from customs

Law no. 118-XV of 14 March 2003 on the public prmger’s office

Decisions

Parliament

Decision no. 464-XV of 27 September 2001 on tesrarcombating

Government

Government Decision no. 1295 of 13 November 20Qfanding the anti-terror Office of
Information and Security

Regqulations

National Bank

Regulation on foreign exchange regulation on theitéey of the Republic of Moldova
(Decision of the Administrative Council of the Natal Bank of Moldova, Minutes no. 2 of
January 13, 2004)

Regulation no. 10018-20 on the organization andtfaning on the territory of the Republic
of Moldova of foreign exchange offices and foregxchange bureaus by hotels (Decision of
the Administrative Council of the National Bank Bfoldova, Minutes no. 22 of May 6,
1994).
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Instruction on opening accounts abroad (Decision 2®® of 13 November 2003 of the

Administrative Council of the National Bank of Maldg)”.

Regulation on cash operations in banks in the REC{&on no. 47 of 25 February 2000 of the
Administrative Council of the National Bank of Maig)

Regulation regarding the use of documents for paysnen the territory of the RM (Decision

no. 150 of 26 June 2003 of the Council of Admitiston of the National Bank of Moldova)

(abrogated from 21.04.2006)

Regulation regarding the use of systems client-i@wcision no. 240 of 2 October 2003 of
the National Bank) (abrogated in 2006)

Regulation on opening, modification and closingastounts in authorized banks of RM
(Decision no. 297 of 25 November 2004 of the Natidank)

Regulation on credit transfer (Decision no. 373186f December 2005 of the Council of
Administration of the National Bank of Moldova)

Regulation on direct debiting (Decision no. 3741&f December 2005 of the Council of
Administration of the National Bank of Moldova)

Regulation on transaction suspension, sequestratohincontestable collection of money
funds from banking accounts (Decision no. 375 ofOdécember 2005 of the Council of
Administration of the National Bank of Moldova)

Regulation on the use of E-banking systems (Datisim. 376 of 15 December 2005 of the
Council of Administration of the National Bank ofdidlova)

Regulation on automated interbank payment systeaciéivn no. 53 of 2 March 2006 of the
Council of Administration of the National Bank ofdidlova)

National Securities Commission

Orders

Regulation no. 12/1 of 28 October 1999 on the i3seaand withdrawal of licenses for
activities on the securities market

Regulation no. 48/7 of 17 December 2002 regardhiraker and dealer activities on the
securities market

Regulation about the attestation of professionatigpants’ specialists on the securities
market and elaboration of qualification certificatgith the right to activate on the securities
market (Excerpts)

Regulation concerning the way of execution of pgtints’ activity controls on the securities
market (Excerpts)

Regulation concerning the way of granting and wiglhl of license for performing the
activity on the securities market (Excerpts)

Regulation regarding shareholders register andstexgof bonds owners of the joint stock
company (Excerpts)

Regulation regarding shareholder registers and $@adsessors of the joint stock company
(From National Securities Commission) (Romaniansiter Only)

Ministry of Finance

Order no. 29 of 1 March 2003 on the approval anglementation of the Code on
professional conduct of auditors and accountantseRepublic of Moldova

CCCEC (orders of the Director of the CCCEC)

Order no. 64 of 17 June 2003 on Forms
Order no0.193 of 15 December 2005 on the speciahgdor financial transactions and their
modality of submission
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- Order no. 18-1 of 10 February 2006 on delegatiomesponsibilities to the Chief of the
OPCML and specialists

- Order no. 97 of 28 July 2006 on certain measurethi®implementation of the provisions of
the law on the prevention and combating of monapdaring and financing of terrorism

- Order no. 113-1 of 8 September 2006 on the approvéhe Regulation on the Office of
prevention and control of money laundering

- Order no. 187 of 1 December 2006 concerning thie &$ persons suspected of terrorism
financing

Recommendations and guidance
- Recommendations on internal control systems withémks of the Republic of Moldova
(Decision no. 330 of 9 November 1998 of the Adntmaitve Council of the National Bank of
Moldova)
- Recommendations on developing programs by the bahkbe Republic of Moldova on
prevention and combat of money laundering and tisrrofinancing (Decision no. 94 of 25
April 2002 of the Administrative Council of the Niaal Bank of Moldova)

Co-operation Agreements and other

- Agreement of 24 June 2005 on cooperation betweerC®BECC and the National Bank of
Moldova
- List of bilateral agreements in the customs area

Jurisprudence

- Decision of the Supreme Court no. 40 of 27 Decenl889 (Excerpts — on the practice of
enforcement by the courts of the legal provisiagarding property confiscation)

Other relevant documents

- CCECC Report on prevention and control of monend®uing and terrorism financing (2005)

- United Nations/ Security Council: S/2002/33 - népam the actions taken by the Government
of the Republic of Moldova to implement UNSC RES3001) of 26 December 2001

- United Nations/ Security Council: S/2002/1044 upflementary report to the CTC of 5
September 2002

- United Nations/ Security Council: S/2003/978 - &@etsupplementary report to the CTC of 6
October 2003

- United Nations/ Security Council: S/2006/34 - Rbueport of the Republic of Moldova on
the implementation of the UNSC RES1373 (2001) ofdi7uary 2006
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12 ANNEX Ill: COPIES OF KEY LAWS, REGULATIONS AND OTHE R
MEASURES

(unofficial translations)

1.

Nook~wn

10.
11.
12.

13.
14.
15.
16.
17.
18.
19.

20.
21.

Law of the Republic of Moldova of Anti Money Laurnrdeg and Combating Financing of
Terrorism (No. 633-XV of 15.11.2001)

Constitution (article 46)

Criminal Code (excerpts)

Civil Code (excerpts)

Criminal Procedure Code (excerpts)

Decision of the Supreme Court of Justice no. 4@8December 1999 (excerpts)

Extract from the minutes of the meeting from thenidliry of Finance of the Republic of
Moldova

Law on licensing some types of activities (No. 461-of 30.07.2001 as amended)

Law on the National Bank of Moldova No 548-XIIl 21 July 1995 (excerpt)

Law on the Securities Market (No. 199-XIV of 18.1998)

Law on the National Securities Commission (No. ¥¥¢Z-of 12.11.1998)

Regulation regarding prevention and combating mdaeydering on the securities market
(Decision of the NSC no. 11/1 of 28.02.2005) (ept®r

Regulation concerning the way of granting and wiglhl of license for performing the
activity on the securities market (Decision of M®C No. 12/1 of 28.10.1999) (excerpts)
Law on joint stock companies (No. 910-XIII of 5yJ4996) (excerpt)

Law on operative investigation (No. 45-XIII of 12.0994)

The Law on instituting the CCCEC (No. 1104-XV 0f.06.2002)

Order of the Director of the CCCEC on Rules of @i#ice for Prevention and Control of
Money Laundering (No. 111 of 15.09.2003)

Order of the Director of the CCCEC On the appraviathe Regulation of the Office for
prevention and control of money laundering (No.-11& 08.09.2006)

Recommendations of the National Bank of Moldovadeweloping programmes for money
laundering prevention and combating by the bankh@fRepublic of Moldova (decision no.
94 of 25.04.2002 as amended in 2003)

Organizational structure of the banking supervisarghority

Examples of sanctions applied by the NBM for nompbance (in relation to the criteria
under FATF R. 5)

Law of the Republic of Moldova of Anti Money Laundey and Combating Financing of

Terrorism (No. 633-XV of 15.11.2001)

Official gazette (Monitorul oficial) of the Republbf Moldova
No. 139-140/1084 of 15.11.2001

CONTENTS

Chapter I. GENERAL PROVISIONS

Article 1. Scope of the Law
Article 2. Effect of the law
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Article 3. Basic definitions

Chapter II. ANTI MONEY LAUNDERING AND COMBATING FINANCING OF
TERRORISM

Article 4. The procedure of data recording on ledibr suspicious financial operations
Article 5. Limited and suspicious financial opeoaits
Article 6. Limitation of the effect of commerciataret

Chapter Il COMPETENCIES OF THE AUTHORITIES RESPONSIBLE FOR AMIET

Article 7. The authority vested with responsibilior the enforcement of the present law

Article 8. Competencies of the authorities coningllthe legitimacy of operations conducted by the
financial institutions

Article 9. Co-ordination of ALM/CFT activity

Article 10. Responsibility for violation of the prgions set out by the present law

Chapter IV. INTERNATIONAL CO-OPERATION
Article 11. Legal framework

Chapter V. FINAL PROVISIONS

Article 12. Government obligations

Note: Pursuant to the law No. 197-XV dated May2l®)3 (effective as of May 31, 2003) and for the
purpose of the present law [with exception of Aetig para (1) (d) and Article 6 para (1), the sygra
“Procuracy General” is to be replaced with the sggim “Centre for combating Economic Crimes
and Corruption”.

The Parliament adopts the present organic law.

Chapter |
GENERAL PROVISIONS

Article 1. Scope of the Law

The scope pursued by the present law is to preaedtcounteract money laundering and combat
financing of terrorism.

[Article 1 amended through the law No. 436-XV daecember 24, 2004, made effective as of
January 07, 2005]

Article 2. Effect of the law

The effect of the present law covers money laundeaind financing of terrorism offences committed
by the citizens of the Republic of Moldova, foreigitizens, stateless persons, and legal entita, b
residents and non-residents, in the territory efRepublic of Moldova as well as such committed by
the residents, individuals and/or legal entitiedsime of its territory and complies with the
international agreements ratified by the Repubfidioldova.

[Article 2 amended through the law No. 436-XV daletember 24, 2004, made effective as of

January 07, 2005]
[Article 2 amended through the law No. 1150-XV datene 21, 2002]
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Article 3. Basic definitions

The following definitions are used for the purpo¢he present law:

Money laundering is a process whereby the origin of funds generhteilegal means is concealed
by attributing legal aspect to the sources andirorig financial means, assets or proceeds illegally
obtained as a result of commission of crimes, ocamicealment, disguise of any information with
respect to the true nature, origin, movement, lonadr ownership of these financial means, assets o
proceeds, knowing that such property was proceédsime; the acquisition, possession or use of
property, knowing that such property were proceefigrime, participation in any association or
conspiracy by aiding or counselling the commissibany of such actions.

Financing of terrorism is defined as unlawful and wilful offering or rigifunds or assets by use of
direct or indirect methods in the knowledge thathsfunds are to be used to carry out acts of
terrorism.

lllegally obtained income is defined as the national or foreign currencysets and patrimonial
rights, intellectual or other types of propertypyided for by the civil legislation, obtained from
criminal act.

Financial operations are defined as transactions and other such opesattonducted by the
individuals or legal entities by using financiaboeirces or assetegardless of the form of property
and method of operations aiming at transfer of aslmip, including operations bound to the use of
financial means to settle for the following:

a) import into the Republic of Moldova, export andmhent out of the Republic of Moldova, as
well as cargo conveyance and transiting throughetréory of the Republic of Moldova;

b) international postal remittances;

c) receipt and disbursement of financial loans;

d) transfer of interests, dividends and other proceggdtsed on deposits, investments, credits and
other transactions bound to capital turnover in enidof the Republic of Moldova as well as
in its territory;

e) non-commercial transfers in and out of the Repuldfc Moldova, including amounts
earmarked for paying salaries, pensions, alimaaysactions involving successor’s assets, as
well as other such operations;

f) contributions to the charter capital of a compaiithwhe scope of acquiring income and the
participating right in company’s administration;

g) acquisition of stock exchange securities;

h) transfers done with the scope of obtaining ownersight into the premises, buildings and
other assets, including soil and mineral resoureésred by the law to real estate values as
well as other proprietary rights onto the assets;

i) transactions and activities of individuals or legatities, regardless of the form and method of
these transactions and activities for the purpdseceipt, alienation, payment, transmission,
transportation, forwarding, transfer, exchangeavirg) financial means or assets, as well as
identification or record of such transactions aativéies.

Institutions eligible to deal in financial operations:

a) banks, branches of foreign banks other financiititions and their branches,

b) stock exchanges, other exchanges, investment fumsls;ance companies, trust companies,
dealers and brokers commercial offices, other priggs organisations and institutions,
(hereinafter referred to as the institutions) éligito receive, transmit, alienate, transport,
transfer, exchange or keep financial resourcessets; institutions that legalize or register the
ownership rights, agencies providing legal, notaggounting, financial and banking services,
and other individuals and legal entities conductihgir transactions outside financial and
banking system;

c) casinos, leisure centres having gambling equipnfantlities offering lotteries or gambling
games.

Financial meansare defined as bank notes and coins, foreign cyrebonds or securities, checks
and deposits or deposit certificates, savings hogkgks, credit cards, and other documents retated
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the receipt, alienation, transfer, exchange or ikgepuch that serve to certify the ownership rigidl

that can be used as produced only;

Assetsare defined as any type of assets, tangible angible, real estate or exchange securities, as
well as legal acts and other documents certifyireggdwnership right onto such.

[Article 3 amended through the law No. 436-XV daecember 24, 2004, made effective as of
January 07, 2005]

[Article 3 amended through the law No. 1150-XV datene 21, 2002]

Chapter Il
ANTI MONEY LAUNDERING
AND COMBATING FINANCING OF TERRORISM

[Chapter title amended through the law No. 436-X¥ed December 24, 2004, made effective as of
January 07, 2005]

Article 4. The procedure of data recording pertainng to limited or suspicious financial

operations

1. The institutions dealing in financial operations abliged to proceed as follows:

a) collect, assess and record data on their custoimersoliciting for the purpose identity
documents of the individuals or legal entities;abbtinformation proving identity data of the
individuals in whose name an account was openednowhose behalf a transaction was
conducted, should there be any doubts as to wh#tbhse customers are acting on their own
behalf; verify credentials of any person purportioagact on behalf of the customers and
identify such person;

b) fill in a special blank-form for each operation dowted by an individual if the amount
exceeds Mdl. 300,000 and for each operation cordury legal entity if the amount exceeds
Mdl. 500,000. Within 15 days from the date of fitli in, the blank-form should be submitted
to the Centre for Combating Economic Crimes and@ion. The report form should also
be filed if the total amount of operations conddatleiring one month by an individual or by
legal entity, or on their behalf exceeds the afprecified value;

¢) notify the Centre for Combating Economic Crimes &ufruption within 24 hours, should
any circumstance be disclosed indicating the simmmature of prepared, running or already
commenced financial operations;

d) based on the General Prosecutor’s Office decisionoart ruling proceed to suspend any
suspicious or limited financial operations for tiree period appearing in the decision but for
not more than 5 days;

e) upon written request lodged by the Centre for CdingaEconomic Crimes and Corruption
provide available information, documents, and malgron the conduct of suspicious or
limited financial operations;

f) maintain registry of the identified customers, aretof the accounts and primary documents
concerning limited and suspicious financial opexragi with expiry term of 5 years from the
date when such operation was conducted, and algp fa& a period of 7 years all the
contracts dealing with foreign exchange transastion

g) abstain from disclosure to the third parties infation on filing the information on the limited
or suspicious financial operations with the Cerftte Combating Economic Crimes and
Corruption unless provisions for disclosure ardieitly stipulated by the Law.

2. Financial institutions shall not be entitledn@intain anonymous accounts or accounts opened in
the sham names. When opening any account the falanstitution shall solicit from its customer
to produce his identity card or duly certified poved attorney and enter all the relevant data.
Same procedure applies in case of renting safesttdpuxes.
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3.The institutions conducting financial operatioskall develop anti money laundering set of
measures, including but not limited to the follogiin
a) have internal policies, procedures and controlsplace, including appointment of the
managerial level officers that would be responsibleensuring compliance of the policies
and procedures applied by the institutions condgcfinancial operations with the statutory
requirements and legal AML/CFT regulations, strmmmpliance with  “Know-Your-
Customer” rules that promote high ethical and sifenal standards in the financial sector a
and prevent the institution from being used, interdlly or unintentionally, by criminal
elements;

b) ensure an ongoing personnel training program, apgplstrict screening to hiring employees
S0 as to ensure their high professional profile;

c) apply auditing so as to exercise system contrattfan.

4. The institutions conducting financial operati@tall pay special attention to their customers and
resident beneficial owners receiving funds sourfexn the countries identified as having
inadequate or none anti-money laundering and fstrfimancing standards or from such featuring
enhanced risk due to high level of criminality andrruption. The Centre for Combating
Economic Crimes and Corruption shall be in charfiecalecting and supplying respective
information to all the institutions conducting fir@al operations.

5. The suspicious and limited financial operatishall be recorded in a special blank-form showing
data of the respective operation and having orhet gignature of an employee in charge of
conducting said financial operation. Included irttee blank-form should be the following
information:

a) series, number, and date of issue of the identitpichent, address and other data required for
identification of the person who conducted respedinancial operation;

b) address and other data required for identificatioiine person in whose name the financial
operation was conducted;

c) address and other data required for identificatibiihe beneficiary of the financial operation;

d) legal identity data and accounts of the customer®pming financial operation;

e) type of the financial operation;

f) data about the institutioconducting financial operation;

g) date, time and value of operation;

h) name and position of the person that has registesgubctive financial operation.

6. There is no need to fill in blank-form on that8tTreasury servicing operations.

7. The specimen of the blank-form and procedurdatd transfer shall be developed by the Centre for
Combating Economic Crimes and Corruption.

[Article 4 amended through the law No. 255-XVI datectober 27, 2005, made effective as of

November 25, 2005]

[Article 4 amended through the law No. 436-XV dalzetember 24, 2004, made effective as of

January 07, 2005]

[Article 4 amended through the law No. 225-XV dalety 07, 2004, made effective as of July 23,

2004]

[Article 4 amended through the law No. 1150-XV datene 21, 2002]

Article 5. Limited and suspicious financial operatons

1. The following are presumed to be limited financipkrations:
a) one-time exchange of small face value bank notethéobigger face value ones in the amount
exceeding Mdl. 50,000;
b) an increase of deposits up to the amount excedditg250,000 followed by their subsequent
transfer to another person;
¢) international money transfer in the amount excegditdl. 65,000, requesting that the
payment to the beneficiary is done in cash;
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d)

e)

opening by the customer of a number of accountsmilar destination in the same financial
institutions accompanied by subsequent transfeh@famounts exceeding Mdl. 250,000 to
each of these accounts;

wiring or receipt of an amount exceeding Mdl. 1@0,Qei from a country in which according

to the list approved by the Government of the Répud§ Moldova there takes place illegal

production of drugs.

2. The following are presumed to be suspiciousiiina operations:

a)

b)

c)

d)

e)
f)
9)
h)
i)
)
k)

1)

m)

one time or numerous operations involving finanoiglans under circumstances when there is
no apparent link between these actions and custemesnomic activity;

cash deposit or transfer made by an individualegal entity under circumstances giving all
grounds to consider that the deposited or trareddeamount is a mismatch with the size of
individual's or legal entity’s revenues and progervnership;

transfer and receipt of cash by an individual galeentity that usually make payments by
check or by non-cash settlements;

cases when the customer maintains an account #sahd apparent link to his immediate
business and when cash transfers are made thrbisgactount in the amounts exceeding the
reporting limit;

money transfer to customer’s account, paid in chdnkvarious legal entities or individuals
with whom the customer has no contractual or pridncelations;

deposits declared as income that do not happea tbebusual source of income for the given
customer;

purchasing/selling exchange securities under cistantes indicating suspicious nature of the
financial operation;

purchase of exchange securities by legal entitids payments made in cash;

operations involving checks and other paymentumsénts issued to the bearer;

operations in which one party is an offshore redid® operations are conducted through
offshore bank accounts;

operations carried out though companies or banks the countries which have inadequate
or no anti-money laundering laws or represent ecédmisk due to high level of criminality
and corruption, as well as operations with thedersis of these countries;

request for a credit secured by a document ceangfgeposits in foreign banks, if there is
information about the suspicious nature of deppsits

request for a credit secured by an application aruchent confirming existence of some
deposits in a foreign bank or in another bank,dsecthere is information on the suspicious
nature of such deposits.

3. Data on suspicious or limited financial openasiosubmitted to the Centre for Combating Economic
Crimes and Corruption.

4. Data concerning persons in regard to which ésltedal were the exceptions mentioned in paragraph
(3) shall be submitted to the respective compedattiorities of other countries in strict conformity
with the provisions set forth by the internatiom@aties to which the Republic of Moldova is a
cosignatory.

5. In the event of appearance of new technolodiesGentre for Combating Economic Crimes and
Corruption shall submit to the Government its pisgde regarding establishment of other criteria of
identifying limited or suspicious financial operais.

[Article 5 amended through the law No. 255-XVI dactober 27, 2005, made effective as of
November 25, 2005]

[Article 5 amended through the law No. 436-XV daecember 24, 2004, made effective as of
January 07, 2005]

[Article 5 amended through the law No. 197-XV datéaly 15, 2003, made effective as of May 31,

2003]

[Article 5 amended in the wording of the law No5@4XV dated June 21, 2002]
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Article 6. Limitation of the effect of commercial £cret

1. Information (documents, materials, other datd)nstted by the institutions conducting financial
operations to the Intelligence Service, law enforeet authorities, tax and financial control
agencies, other similar state agencies, or crimiimalestigation authorities, preliminary
investigation agencies, Prosecutor’s offices ort;an cases provided by the legislation, shall not
be qualified as disclosure of the commercial secret

2. Legislative provisions regarding commercial segrcannot impede the agencies indicated in
paragraph (1) of the present Article from receivthg information (documents, materials, other
data) about financial and economic activities, afjiens and deposits to the accounts of individuals
or legal entities, in cases when there is indicatimt activities of laundering of criminal proceed
are under preparation, under way or have beeredaorit or of terrorist financing.

3. The Centre for Combating Economic Crimes and@ion as well as responsible officials from
the given office shall bear responsibility, inchugli full pecuniary liability for breakage in
accordance with the legislation in force for thendges caused as a result of illegal disclosure of
data received while exercising their job duties.

4. Organizations that carry out financial operati@nd its employees shall be exempt from civil,
disciplinary, administrative and criminal liabilitys a result of compliance with the provisions of
the given law, even though it resulted in causimgahor material damages.

[Article 6 amended through the law No. 436-XV daecember 24, 2004, made effective as of
January 07, 2005]

[Article 6 amended through the law No. 206-XV datégly 29, 2003, made effective as of July 18,
2003]

[Article 6 amended through the law No. 1150-XV datene 21, 2002]

Chapter Il
COMPETENCIES OF THE AUTHORITIES RESPONSIBLE FOR AML /CFT

[Chapter title amended through the law No. 436-X¥ed December 24, 2004, made effective as of
January 07, 2005]

Article 7. The authority vested with responsibility for the enforcement of the present law

The responsibility for the enforcement of the pnmeskaw lies with the Centre for Combating
Economic Crimes and Corruption for which purposspecial subdivision shall be created within the
Centre.

[Article 7 amended through the law No. 197-XV datéaly 15, 2003, made effective as of May 31,
2003]

[Article 7 amended in the wording of the law No5@4XV dated June 21, 2002]

Article 8. Competencies of the authorities controlhg the legitimacy of operations conducted by

the financial institutions

1. In order to combat money laundering and finagadh terrorism the authorities controlling the
legitimacy of operations conducted by the finanimatitutions shall proceed as follows:
1) determine whether the institutions that carry ooéricial operations apply written policies,
practices and procedures, including strict “Knowd¥-€ustomer” rules that promote high ethical
and professional standards in the financial segtand prevent the institution from being used,
intentionally or unintentionally, by criminal elemis; determine whether financial institutions
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comply with their own policies, practices and prhoes targeted towards detection of money
laundering and financing of terrorism;

2) submit to the Centre for Combating Economic Crimmsd Corruption information
(documents, materials, and other data) regardidiyitiuals or legal entities practising money
laundering activities. This information is basedumperations where the financial organisations
know or should have known about the illegal originincome, this information can be inferred
from objective factual circumstances;

3) provide to the Centre for Combating Economic Crirand Corruption, criminal investigation
authorities, preliminary investigation, prosecuti@uthorities and the courts information
(documents, materials, and other data) about thdtseof their check-up of individuals and legal
entities on the matter of receipt of illegal moniesassets, as well as provide the required support
to the above mentioned authorities in the procdéssxamination of the criminal investigation
materials;

4) provide information on money laundering activittesthe institutions that carry out financial
operations, including new methods and trends inepdaundering and financing of terrorism;

5) identify possible money laundering and financingesforism by shell corporations, undertake
whatever additional measures are required to pteuatawful use of such corporations and
inform the institutions conducting financial opéoas of these potential abuses.

2. In case of identifying cases of non-observantehe present law when conducting financial
operations by either individuals or legal entities,should there be any signs of illegally gained
income, the responsible persons shall bear admatist responsibility in conformity with the
requirements set forth by the effective legislatiand the respective materials shall be referred to
if necessary, to the Centre for Combating Econdbnimes and Corruption.

3. The Centre for Combating Economic Crimes and@xion, following the established procedure,
shall duly submit to the criminal prosecution auities and other competent bodies information
(documents, materials, and other data) on the ichaiNs and legal entities charged with or
involved into money laundering and financing ofoeism.

4. The authorities exercising control over the chamge of financial operations shall take all
necessary legal or regulatory measures as notrt aifcumstances under which the criminal
elements could take control over the institutiomsducting financial operations or acquire
controlling interest in such.

[Article 8 amended through the law No. 436-XV daecember 24, 2004, made effective as of
January 07, 2005]

[Article 8 amended through the law No. 3-XV datesbfaary 05, 2004, made effective as of March
12, 2004]

[Article 8 amended through the law No. 206-XV datéay 29, 2003, made effective as of July 18,
2003]

[Article 8 amended through the law No. 197-XV datéay 15, 2003, made effective as of May 31,
2003]

[Article 8 amendedhrough the law No. 1150-XV dated June 21, 2002]

Article 9. Coordination of ALM/CFT activity

The Centre for Combating Economic Crimes and Cdiwapshall coordinate activities conducted by
the AML/CFT authorities as well as the internatiot@operation in this domain.

[Article 9 amended through the law No. 436-XV daletember 24, 2004, made effective as of
January 07, 2005]

Article 10. Responsibility for violation of the provisions set out by the present law

Charges as per effective legislation shall be bnbagainst the persons found guilty of violatiortto#
requirements set forth by the present law.
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CHAPTER IV
INTERNATIONAL CO-OPERATION

Article 11. Legal framework

Cooperation of control and law enforcement authewibf the Republic of Moldova with similar
organisations of other states in the field of pnéia, detection, counteraction and investigatién o
money laundering actions, as well as confiscatimhextradition of the monies, shall be carriediout
conformity with the legislation of the Republic lgoldova on the basis of International Conventions
or bilateral agreements ratified by the Republi¢aildova.

[Article 11 amended through the law No. 436-XV dafecember 24, 2004, made effective as of
January 07, 2005]

[Article 11 amended through the law No. 3-XV ddtethruary 05, 2004, made effective as of March
12, 2004]

CHAPTER V
FINAL PROVISIONS
Article 12. Government obligations

The Government, within 2 months after the publaatof the present Law, shall bring its normative
acts in full conformity with the present law.

Chairwoman of the Parliament
Eugenia Ostapciuc

Chisinau, November 15, 2001
No. 633-XV

Constitution (article 46)

Article 46. The Right of Private Property and Its Rrotection

(1) The right to possess private property and gieglincurred by the State are guaranteed.

(2) No one may be expropriated except for reasartatdd by public necessity, as established by law
and against just and appropriate compensation imaativance.

(3) No assets legally acquired may be confiscaldie effective presumption is that of legal
acquirement.

(4) Goods destined for, used or resulted from csime offenses may be confiscated only as
established by law.

(5) The right of private property carries withtietduty to observe the roles regarding the prateaf
the environment, the maintenance of good neighpoawlations and the observance of all the
other duties that have to be fulfilled by ownergpotate property under the law.

(6) The right to inherit private property is guaiesd.

Criminal Code (excerpts)

Article 21. The subject of the crime
(1) Physical responsible persons who, in the momen a serious crime, extremely serious crime or
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a heinous crime was committed were at least 14syehlt, or, in the moment when a minor
offence or a less serious crime was committed \&efeast 16 years old, as well as legal entities,
can be held criminally liable.

(2) A legal entity which carries on entrepreneusativity is held criminally responsible for an act
provided by the Criminal Law under the existencermé of following conditions:
a) the legal entity is guilty for the failure to accplish or for the inappropriate accomplishment
of the direct provision of the law that establisbb$igations or interdictions in the carrying otit o
an activity;
b) the legal entity is guilty for carrying out of arctiity that does not correspond to its
foundation documents or to the declared aims;
c) the act that creates the real danger or causedewable damages to a person, to the society or
to the State, was committed for the benefit of tleglal entity or was accepted, sanctioned,
approved, used by the organ or the person whaheasihction to manage the legal entity.

(3) The legal entity, which carries on entreprerguactivities, is criminally liable for the crimes
provided by the articles 218-218, 221, 223-246-288, 257, 259-261.

(4) Criminal responsibility of a legal entity, whiccarries on entrepreneurial activities, does not
exclude the responsibility of the physical persomntfie committed crime.

Article 27. Crime attempt
A deliberate act or failure to act, directly meantthe commission of a crime, if, due to causes
independent of the perpetrator's will, it did nodguce any effect, is to be considered a crimergite

Article 41. Participation
Participation is considered to be the deliberatgpecation of two or more persons to the commission
of a deliberate crime.

Article 43. Forms of participation
Depending on the degree of coordination of theigpants’ actions, forms of participation are as
follows:

a) simple participation;

b) complex participation;

¢) organized criminal group;

d) criminal organization (association).

Article 44. Simple participation
The crime is considered to be committed in simpldigipation, if two or more persons took parttin i
jointly, as co-authors, each of them accomplishirgobjective side of the crime.

Article 45. Complex participation

A crime is considered to be committed in complextipigation, if to its accomplishment participants
had contributed as authors, organizers, instigatoescomplices.

The objective side of the complex participatiome may be accomplished:

by a single author;

by two or more authors.

Article 46. The organized criminal group
An organized criminal group is a stable reuniop@fsons who had organized in order to commit one
or more crimes.

Article 47. Criminal organization (association)
1) The criminal organization (association) is a reand organized criminal groups into a stable
community, whose activity is based on the divislsomong the members of the organization and its
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structures of the administration functions, assteaand execution of the criminal intentions of
this organization for the purpose of influencingcontrol in other ways, the economic or other
activity of legal and physical entities or to cahtr with a view to obtain profit and achieve
economic, financial or political interests.

2) The crime is considered to be committed by a cranorganization if it was committed by its
member for the interest of organization, or by aspe who is not a member of the criminal
organization, but who was charged by the respectiganization.

3) The person who created the criminal organizatiowbo conducts it, is to be considered the
organizer or the leader of the organization.

4) The organizer and leader of the criminal organizatire liable for all the crimes committed by
the criminal organization.

5) A member of the criminal organization shall be heddponsible only for crimes in which he
participated in preparation or commission.

6) A member of criminal organization may be exemptesinf criminal responsibility when he
voluntarily declared about the existence of thenoral organization and helped to discover the
crimes committed by this organization or contrildute the exposure of leaders of the criminal
organization or of its members.

Article 49. Favors

The previously not promised favors of the crimirze,well as the hiding of the means and devices by
which the crime had been committed, of its tracesfathe criminally obtained goods, is liable to
criminal responsibility only in cases provided btidle 323 of the present Cale

Article 63. Categories of punishments for legal dities which carry on entrepreneurial activity

(1) On legal entities, the following punishmeodés be applied:
a) fine;
b) interdiction of the right to exercise a certaativity;
¢) liquidation.

(2) Fine is to be applied as a main punishment.

(3) Depriving of the right to exercise a certattivaty, liquidation of the legal entity which cées on
entrepreneurial activities can be applied both asinmpunishments and complementary
punishments.

Article 64. Fine

(1) Fine is a pecuniary sanction that will be #&aplby the court in cases and within the limits
provided by the present Code.

(2) The fine is established in conventional unitse conventional unit of fine equals to 20 lei.

(3) The amount of the fine for physical entitieifl ve established depending on the character laad t
seriousness of the committed crime, taking intmantthe financial situation of the guilty person,
between 150 and 1.000 conventional units, and rianes committed for profit purposes, up to
5.000 conventional units, taking as a basis theuanof conventional unit at the moment when
the crime was committed.

(4) In cases provided by paragraph (2) of ArtRleof the present Code, the amount of the fine for

®8 Article 323. Favors of crimes

(1) Not promised, preliminary favors of committiagserious, exceptionally serious or heinous crime,-

Is to be punished with a fine in the amount of twandred up to five hundred conventional units or by
imprisonment up to three years.

(2) The husband or the close relatives of the pergbo committed a crime are not criminally liabter the
facilitation .
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legal entities will be established depending ondharacter and the seriousness of the committed
crime, the amount of caused damage, taking intolaticthe economic and financial situation of
the legal entity, between 500 and 10.000 conveatianits. In case of ill-will elusion of a legal
entity from paying the established fine, the cawan replace the non-paid amount of the fine by
suing the real estate for damages.

(5) In case of ill - will elusion of the conviatdim paying the established amount of the fine e
or as complementary punishment, the court can ceptae non-paid amount by arrest or by jail
within the terms provided by Articles 68 or 70 bétpresent Code. The amount of the fine will be
replaced with arrest or jail, one month of arrestnojail being equivalent with 50 conventional
units.

(6) Fine as a complementary punishment can beeabphly in cases where it is provided as such for
the corresponding crime.

(7) In case of impossibility of the convict to p#ye amount of fine established as a main or as
complementary punishment, the court can replacen@imepaid amount of fine with a non-paid
work in the benefit of the community, accordingti@ provisions of articles 67 of the present
Code, 60 hours of work in the benefit of commumigyng equivalent with 50 conventional units.

Article 81. Application of a punishment for an un@ncluded crime

(1) Within the application of the punishment forwarconcluded crime, circumstances under which the
crime was not accomplished are taken into account.

(2) The punishment for the preparation of a crifmeg is not a relapse cannot be more than a half of
the maximum term of the highest punishment provitbgdthe corresponding article of the
Criminal Law for the concluded crime.

(3) The punishment for a crime attempt that is anotlapse cannot be more than three fourths of the
maximum term of the highest punishment providedhwsy corresponding article of the Criminal
Law for the concluded crime.

(4) Life detention will not be applied for the pegption of a crime and for a crime attempt.

Article 83. Application of the punishment for participation.

The organizer of, the instigator and the accomptica deliberately committed crime provided by the
Criminal Law, will be sanctioned with the same mlimhent provided for the author. At establishing
of the punishment, each individual contributiontb@ commission of the crime will be taken into
consideration, as well as provisions of Article 75.

Article 126.  Damages on an especially large, largepnsiderable, essential and small scale

(1) Damage is the value, estimated in money, ofsiéfieed, obtained, received, destroyed material
goods or the amount of the damage inflicted by rageor a group of persons. Damages on an
especially large scale are damages which valtdleeirmoment of crime perpetration exceeds the
fine amount of 1500 conventional units; damages aottarge scale — exceeds 500 units;
considerable damages — 250 units; essential damagpeeeds 5 units and for damages on a small
scale this value does not exceed the amount ofhgettional units of fine.

(2) In accordance with the Labor Code when estaiblisthe value of the inflicted damage, only the
direct real damage is to be taken into considaratiothe inflicted damage is related to non-
fulfillment of the labor obligations, in other casaccording to the Civil Code of the Republic of
Moldova, lost profit is to be added to the direztlrdamage.

(3) Damages inflicted by the seizure or illegafficeof narcotic and psychotropic substances arget
estimated in accordance with the definition of draad large amount of these, approved by the
Drugs Control Permanent Committee.

Civil Code (excerpts)
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Article 1053. Contract of fiduciary management

(1) Under contract of fiduciary management oneypédunder of management) transfers property in
fiduciary management to other party (fiduciary nging director), and fiduciary managing director

undertakes to operate property in interests of deuof management.

(2) In contract can be appointed as beneficianthaofd party who can show claims to fiduciary

managing director.

(3) Bodies of public authority cannot represerdlftas fiduciary managing director.

(4) Fiduciary managing director cannot be bengficia

(5) In case of an establishment of fiduciary managet of property on bases founder right
management stipulated by law belong to body ofteeship and guardianship or other person
specified in law.

Article 1055. Subject of fiduciary management

(1) In fiduciary management any things (includinggerty set), both conclusions of contract existing
at the moment, and got in the future, includingdisi got by fiduciary managing director at execution
of contract can be transferred.

(2) Property transferred in fiduciary managememt|udes also things which take a place original as
their equivalent or as a result of fulfillment cdmsactions.

(3) Money resources cannot be transferred sepgratefiduciary management, except for cases
stipulated by the law.

4) Property transferred in fiduciary managemerdands apart from other property of management
founder, and also from property of fiduciary mamagdirector.

Article 1056. Rights and duties of fiduciary mamagdirector

(1) Fiduciary managing director is obliged to dispg@roperty entrusted to it on its own behalf, dout
risk and due to principal.

(2) In attitudes with third parties trust managdigector possesses prerogatives of proprietot.dbes
not show diligence shown in own transactions camiogr interests of management founder, it is
obliged to compensate caused in this connecti@es

(3) Fiduciary managing director is obliged to prdgate fact of isolation of property transferred in
fiduciary management, from property and to keeplipiifp of such isolation. Fiduciary managing
director answers before founder of managemeninfmwriveniences, losses and losses caused owing to
mixture of property of two persons.

(4) Fiduciary managing director can dispose of esshite only in cases stipulated by law or contract
fiduciary management.

(5) Rights received by fiduciary managing directas a result of realization of confidential
management, join in structure of property trans@rnn fiduciary management if contract does not
stipulate a duty of their transfer to founder ofrgement or beneficiary.

(6) Duties following from activity of trust managjrdirector are executed due to property which is
being fiduciary management.

Article 1398. Grounds and general conditions of thpenalty responsibilities

(1) A person acting illegally in respect to another lishe obligated to repair the patrimonial
prejudice, and in cases provided by the law, als® moral prejudice caused by action or
omission.

(2) The prejudice caused by illegal actions must beaired in cases expressly provided by
legislation.

(3) A person, other from the author of the prejuditmlisbe obligated to repair the prejudice only in
cases expressly provided by legislation.

(4) The prejudice shall not be repaired if it was cdugpon the request or with the approval of the
person harmed and the action of the author doesamtadict the ethical — moral norms of
society.
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Criminal Procedure Code (excerpts)

Article 55. The criminal prosecution body and itsresponsibilities

(1) Criminal prosecution will be carried out by mihal prosecution officers of the criminal
prosecution bodies provided by Article 56.

(2) Criminal prosecution bodies have the respoligibio carry out the operational investigation
activities, including the use of audio and videcorelings, filming, taking photographs, and other
actions of criminal prosecution provided by theserg Code for the purpose of discovering
evidence of the crime and the persons who commiitt@stablishing facts, procedurally securing
these actions, that can be used as evidence icrithinal case after checking them according to
the criminal procedure legislation.

(3) The criminal prosecution body has also thegattion to take all necessary measures to prevent
and stop the crime.

(4) If signs of crime exist, the criminal proseoutibody, in parallel with the registration of the
notification, will initiate the criminal prosecutioprocedure, guided by the provisions of the
present Code, carries out activities of criminagacution to discover the crime and identify the
evidence that confirm or deny the commission ofdhmme, takes measures in order to assure the
civil action or an eventual seizure of the gooti#lly obtained.

(5) The criminal investigation body will immediageinnounce the prosecutor of the committed crime
and on the initiation of the criminal prosecutianians.

Article 56. The head of the criminal prosecution bdy and his responsibilities

(1) In criminal cases, the responsibilities of thead of the criminal prosecution body will be
executed by the criminal prosecution officer of Maistry of Internal Affairs, the Service of
Information and Security of the Republic of Moldpihe Customs Department, the Centre for
Combating Economic Crimes and Corruption, assignede established way and who acts within
the limits of his/her competence.

(2) The head of the criminal prosecution body eises the control on the carrying out in time of
crime prevention and discovery actions, takes nreador the criminal prosecution to be carried
out in an objective and complete way, under alleasp and to assure the registration in the
established way of notifications on the commissiborimes.

Article 57. The criminal prosecution officer and his responsibilities

(1) The criminal prosecution officer is the officiaho, on behalf of the state, within the limits of
his/her competence, carries out the criminal pratsac in a criminal case.

(2) The criminal prosecution officer has the fallng responsibilities:
1) assures the registration of the crime in thabdshed order, suggests to the prosecutor the
cessation of a criminal case or not to initiatedhiminal prosecution lacking the signs of a crime;
2) recommends a criminal case for criminal progeautccording to the competence of another
criminal prosecution body;
3) has the entire responsibility for the carryingt degally and in due time of the criminal
prosecution;
4) makes recommendations to the prosecutor to suleguiests to the court in order to get the
authorization to search, to levy sequester upomigjomail and telegraphic correspondence and to
seize them, to intercept the telephone conversatimmd other kind of communication, to
provisionally suspend the accused from his/her ,diatyseize objects and documents from third
parties, to physically and electronically watch fherson, to forcedly take samples of saliva,
blood, hair, nails, to exhume the body, to carryvdeo and audio surveillance of the room, to
install audio and video recording equipment inritim, to check the information transmissions to
suspect;
5) summons and hears the suspect, the damagecapdrtiie witnesses;
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6) investigates and secures in the establishedtleaplace of commission of the crime, carries
out searches in case of crimes in progress or tigese, picks up objects and documents, carries
out other actions on the scene, according to thg la

7) requests documents and materials that contadi @a the crime and on the persons who
committed it;

8) disposes documents revision, inventory, departreepertise and other actions;

9) from the moment when the socially dangerous deed registered, leads operational
investigation actions in order to identify the ceinto look for the missing persons, as well as for
the goods lost as a consequence of the commiskibe orime;

10) disposes other criminal prosecution bodiesatoymut criminal prosecution actions;

11) gives dispositions to the police bodies on apension, forced bringing in, arrest and other
procedure actions, as well as on providing helgaimying out the criminal prosecution actions;

12) identifies persons as a damaged party, civtlygand a civilly accountable party;

13) takes measures provided by the law in ordensure the restitution of the material damage
caused by a crime;

14) through the Bar, assures the assignmenteof @fficiodefense counsel in a criminal case, in
cases provided by the present Code;

15) settles the challenging of the interpreter ttheslator, the specialist, the expert;

16) adopts ordinances regarding applications op#uple participating in the criminal case;

17) recommends the selection, prolongation, maaiin, or cancellation of the preventive
measures, the release of the suspect until thstasrauthorized by the court;

18) executes written orders given by the prosegutor

19) raises objections, in the way provided by thesent Code, the orders of the prosecutor
regarding the carrying out of some legal acts;

20) offers written explanations, at the prosecstogguest;

21) presents evidence accumulated in the casessagefor the pressing the charge, to the
prosecutor.

(3) In the criminal proceeding, the criminal progion officer has also other prerogatives provided
by the present Code.

(4) The criminal prosecution officer will be indemkent and, in exercising his/her prerogatives s/he
will comply with the provisions of the present Codéth written order of the prosecutor and the
head of the criminal prosecution body.

(5) The criminal investigation officer has the ghaliion to ensure the protection of human right and
freedoms, according to the criminal procedure law.

(6) Challenging of the criminal prosecution officeill be made in compliance with Article 54, and
the prosecutor will settle it.

Article 126. Grounds for seizing objects or documeis

(1) Criminal prosecution body has the right to sebjects and documents that are important for the
criminal case, should the accumulated evidencenfarmation from the on going investigation
show the exact location and the person who posisess things.

(2) Seizing of objects carrying information thansbtutes a state secret, trade or banking seaset,
well as seizing the information regarding the thlape conversations is done only with the
authorisation of the instruction judge.

(3) Seizing of objects and documents is done basedn explained and motivated ordinance issued
by the criminal prosecution body.

Article 127. Persons present during search and s#ng of objects

(1) During a search and seizing of the objects docliments, if hecessary, the interpreter and the
specialist may be present.

(2) Presence of the person who is the subjectartheand seizing, or of some adult members of her
family, or presence of the persons representingriteeests of the respective person. Should the
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presence of these persons be impossible, thensepietives of the executive authority of the
local public administration are invited.

(3) Seizing and search in institution premisesemgmises, organisations and military units is done
the presence of the respective representative.

(4) Persons subject of search or seizing, as welsecialists, interpreters, representatives and
defence counsels have the right to attend all e&tdd the criminal investigation body and to make
objections and statements in this respect thatbgikntered into the minutes.

Article 128. The procedure of performing the searctor the seizing of objects and documents

(1) With the exception dflagrante delictocases, it is forbidden to seize objects or docusnento
make searches during night time.

(2) Based on search or seizing of the objects su@nts ordinance with the authorization of the
instruction judge the person carrying out the animhiprosecution has the right to get access into
domicile or in other premises.

(3) Before starting to do a search or seizing efdhjects or documents the criminal prosecutiorybod
is obliged to hand over a copy of the respectivBnance to the person who is subject to a search
or a seizing. The person will sign to confirm h&/being acquainted with the ordinance.

(4) During the seizing of objects and documentgrafubmitting the ordinance, the representative of
the criminal prosecution body will requests thediag over of objects or documents that need to
be sequestrated. Should this request be refusedyithinal prosecution agent proceeds to forced
seizing. Should the objects or documents that rieede sequestrated be absent in the place
indicated in the ordinance, the criminal prosecuagent has the right to do the search, justifying
the necessity of carrying this action.

(5) During the search, the representative of tirainal prosecution body, after s/he had submittex t
search ordinance, requests the objects and docsmeeritioned in the ordinance to be handed
over to him/her. Should these things be handed wekemtarily, the criminal prosecution agent
may be satisfied with the seizing of objects oruinents handed over, without proceeding to
other investigations.

(6) All seized objects and documents are showealltpersons present during the search or seizing.
Objects and documents, discovered during the seamdhseizing, the circulation of which is
forbidden by law, need to be sequestrated irresgeon the fact whether they are connected or
not to the criminal case.

(7) During search or seizing of objects and documéhe criminal prosecution representative has the
right to open locked rooms and storehouses in ttes@wner refuses to open them voluntarily.
S/he will nevertheless avoid breaking unjustifiathlg goods.

(8) During the search technical means may be wstatt that needs to be mentioned in the respective
minutes.

(9)The criminal prosecution body is obliged to takeasures to ensure that circumstances noticed
during the search or seizing, which are conneaétd private life of the person are not disclosed
to the public.

(10) The person who carries out the criminal prosen has the right to forbid to persons found in
that particular room or place where search is edrout, as well as to the persons that entered the
room or came to this place, to leave the placeoarommunicate with each other or with other
persons until the search is over. In case of négedise room, or the place where the search is
done may be put under guard.

Article 129. The search and seizing procedure camd out in premises of thediplomatic

representatives

(1) within the premises of diplomatic representidivas well as in places where members of
diplomatic missions and their families live, seamehseizing may be done only at the request or
with the consent of the chief of the respectivdaiimatic mission. The consent from the chief of
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the diplomatic mission for the permit to do a shasca seizing is requested through the Ministry
of Foreign Affairs of the Republic of Moldova.

(2) During search and seizing in the premises ropatl in paragraph (1) the presence of the
prosecutor is obligatory and of a representativthefMinistry of Foreign Affairs of the Republic
of Moldova.

(3) The search and seizing of objects and docunierttee premises of the diplomatic missions will
be carried out in conformity to provisions of thegent code.

Article 130. Corporal search and seizing

(1) In cases when there are grounds to do seartBeining inside premises, the representativeef th
criminal prosecution body may seize objects andudemnts that are important for the criminal
case, which are located in clothes, things or @nkibdy of the person subject to the criminal
prosecution actions.

(2) The corporal search may be carried out withibigt issuance of the ordinance and without
authorisation from the instruction judge in thdduling cases:
1) When a suspect, accused, defendant is apprafiende
2) When the preventive arrest measures are applited suspect, accused and defendant;
3) When there already exist sufficient grounds tespme that the person present inside the
premises, where the search or seizing is being,doag wearin his/her cloths documents and
objects which might be important as evidence inctiminal case;

(3) Corporal search and seizing of objects may dreiexd out by the representative of the criminal
prosecution body with the participation, accordioghe case, of the specialist of the same sex to
the searched person.

Article 131. Minutes of the search and seizing

(1) The representative of the criminal prosecutimay, who carries out the search and seizing of
objects and documents, draws out the minutes ifoomiity to provisions of articles 260 and 261.
Should also a special list of sequestered objexdsdacuments be drawn, the list will be annexed
to the minutes. The minutes of the search andrgeizéed to contain a statement specifying that
the people present were explained their rights @vigjations stipulated in the present Code. It
should also include the statements made by thesempe

(2) Regarding documents and objects that need &efeestered it is necessary to mention whether
they have been handed over voluntarily or wereeskizith force. The place and circumstances
where these objects were discovered will be alsgifpd. All seized objects and documents need
to be enumerated in the minutes or in the anneistdimdicating the exact number, the size,
quantity, characteristic elements and, to the ptsgxtent, their value.

(3) Should actions violating the order be commitiggbersons subject to search or seizing or byrothe
persons, or should attempts to destroy or hideottjects, and documents be made, then the
representative of the criminal prosecution bodgupposed to mention these facts in the minutes
along with measures taken by him/her in response.

(4) The minutes drawn in connection with the seamtl seizing is brought to the cognisance of all
participants and persons present during this prgedaction, fact that is confirmed by signature
of each of them.

(5) Seized objects and documents need to the pessitent to be packed and sealed immediately on
the place where they are seized or searched,Hattd stated in the minutes. The sealed packs
will be signed by the person who carried out therd® or seizing.

Article 132. Obligatory submission of copies of theninutes drawn in connection with the search

and seizing

(1) A copy of the minutes of the search and sei@nganded over to persons, subject to such actions
of criminal proceeding, or to an adult member aitifamily. Should these persons be absent,
then the copies will be handed over to the reptatign of the executive authority of the local
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public administration body, and his rights and ajing of these procedural actions will be
explained. The signatures of relevant personsowitfirm the handing over of the copies.

(2) Whenever the search or the seizing is dondinvithe premises of an enterprise, institution,
organisation or military unit, then the copy of thénutes is handed over to the representatives of
the respective bodies

Article 158. Real evidence

(1) Real evidence shall be considered the objecthdse cases when reasons exist to presume that
they have served for committing the criminal offenbear the traces of these actions on them or
have constituted the objects of these actions, els a8 money or other valuables, objects and
documents that may serve as means to discoveménatioffence, to ascertain circumstances, to
identify guilty persons or on the contrary, to otjan accusation or to render the criminal liayilit
more lenient.

(2) An object shall be acknowledged as real evidegexhibit) based of an ordinance issued by the
penal pursuit body or based on a court order aali Isé attached to the file.

(3) An object shall be acknowledged as real evidgmovided that:
1) by its detailed description, by sealing, as \aslby other actions undertaken immediately after
finding it, there was no possibility to replacetoressentially modify the particularities and the
signs or the traces left on it;
2) it was acquired by one of the following probatigrocedures: search on the crime scene,
search, collection of objects, as well as if subsditoy the trial participants, with their prelimiga
hearing.

Article 159. Storage of real evidence and of otherbjects

(1) Real evidence shall be attached and storediia ar shall be stored in another way prescribgd
the law. The objects which, due to their dimensionglue to other reasons, cannot be stored
together with the file shall be photographed ararthictures shall be attached to the respective
verbatim record. Large objects, after having bebotggraphed, may be sealed and sent for
storage to natural persons or legal entities. Shthis be the case, this needs be mentioned in the
file.

(2) Explosive substances and objects which are etang for human life and health and due to this
reason cannot be stored as real evidence, circooestonfirmed by the specialists in the area,
based on an ordinance of the penal pursuit body aluthorized by the instruction judge, shall be
destroyed following the respective methods.

(3) Immediately after having been examined or skitee precious metals, stones and pearls, national
and foreign currency, cards, check books, secsyitinds, which may be considered as real
evidence, shall be sent for storage to the NatiBaak institutions.

(4) Whenever they contain individual traces reslfimm the crime, the foreign currency, national
cash amounts, bonds, seized during a penal paion shall be stored within the file.

(5) The real evidence and other seized object$ lshatored, until their fate is solved throughreaff
decision issued by the penal pursuit body or bydbert. In cases provided under the present
Code, issues related to real evidence body of agglenay be solved before the end of the penal
proceedings.

(6) In cases of conflict regarding ownership ofadnject considered body of evidence, the conflict is
solved within civil proceedings and this objecipigserved until the judgment delivered in civil
proceedings becomes final.

Article 160. Securing the storage of real evidencand of other objects during the criminal

proceeding

(1) Storing real evidence and other objects, subgitthem to an examination or to a technical
scientific or legal medical investigation, or whigansferring them to another penal pursuit body

195



or court, measures need to be taken to avoid bss; deterioration, alteration, contact between
them, mixture of real evidence or of other objects.

(2) When a case is being transferred to anothéitutisn, the accompanying letter, the annexes to
this letter and the information annexed to the dtrdent will contain indication of all real
evidence and other objects that have been annextitt tfile and accompany it, as well as their
storage place, should they not be annexed tolthe fi

(3) During the transfer of a case containing reatence, the body receiving the case file shall
visually verify the presence of objects attachethtfile according to the information mentioned
in the accompanying document. The results of thesification shall be mentioned in the
accompanying document.

Article 161. Decisions regarding real evidence adtgd before the settlement of the criminal case
(1) Before the settlement of the criminal file, fisecutor, during the penal pursuit or, if theeca
the court may order the restitution to the owneiodhe legal possessor of the following assets:
1) Products easily alterable;
2) Objects necessary for every day life;
3) Domestic animals, poultry and other animals tiegtd permanent care;
4) The car or other vehicle provided it was notusstyated to insure the civil action during the
criminal proceeding or the possible special coafien of assets.

(2) Large real evidence, requiring special storageditions and which do not bear traces of the
criminal offence, as well as other real evidenesgdor that having served during the commission
of the criminal offence or that bearing tracesha triminal offence, shall be sent to State Tax
Institutions to be used, stored, maintained ardettavith.

(3) When the owner or legal possessor of the nddbace mentioned under para.(2) is not known, or
should their restitution be impossible due to oftemsons, it shall be sent to the respective tax
institutions to decide upon their use, storage nteaance, or trade, by transferring the acquired
money on the deposit account of the prosecutofiseodr of the court.

Article 162. Decision on real evidence adopted durg the examination of the criminal case

(1) During the examination of the merits of thee;abere shall be decided upon the real evidence. |
this event:
1) the tools that were used to commit the offerntee aonfiscated and given to the respective
institutions or are destroyed;
2) the objects, the circulation of which is forbég are submitted to the respective institution or
are destroyed;
3) the things of no value and that can not be @sedto be destroyed, or can be returned to
interested persons or institutions, upon their estju
4) the money and other valuables acquired by cetrations, or which were the object of the
criminal offence, relying on the court ruling, dhbk transferred as state revenues. All other
objects are returned to their legal owners, andilshthe latter not be identified, the objects
become state property. In case of a conflict rdlatethe ownership of these objects, the conflict
shall be solved in civil proceedings;
5) the documents that constitute real evidencekem in the file during its entire storage
duration, or, if requested are delivered to intex@persons;
6) the objects seized by the penal pursuit body wWere not qualified as real evidence are
returned to persons from whom they were seized.

(2) The cost of objects altered, deteriorated st &3 a result of performing an expert examinadion
other legal actions, shall be covered by trial eges. If these objects have belonged to the
suspect, indicted, defendant or the person ciaitlgountable, their cost shall not be compensated.
If these objects have belonged to other persorms; tost shall be compensated by the court
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sentences, from the state budget and may be césimedhe convicted person or from the person
civilly accountable.

(3) In case of a person’s acquittal, or in casé ghease is definitely filed and disposed of, based
rehabilitation grounds, the cost of objects lostdeteriorated during examination process or
during other legal actions shall be compensatdtiéamwner or the legal possessor from the state
budget, irrespective on his/her standing in theicral proceedings.

(4) When real evidence has been sent in confortmitiieir destination under the terms of paragraph 3
of Article 161, the owner or, if applicable, thg& possessor is restituted objects of the sante kin
and quality or is paid their value, assessed atupto free market prices valid at the moment of
compensation.

Article 203. Placing under sequester

(1) The placement under sequester of assetsfimaterial values, herein included the bank account
and bank deposits, shall be a procedural coercigasare, implying the inventory of material
assets and prohibiting their owner or their possesss dispose of them, and if necessary, to use
them. After the placement under sequestration ok b&ccounts and deposits, all operations
concerning them shall be stalled.

(2) The placement of assets under sequester shaktiormed in order to secure the reparation @f th
damage inflicted by the criminal offence, to sedheecivil action and the eventual confiscation of
assets to be used, used and resulted from comgritencriminal offence.

Article 204. Assets susceptible of sequester

(1) Under sequester may be placed the assets gu#pect, of the indicted, of the defendant, a$ wel
as the assets of the civilly accountable party, tlie cases prescribed under the law,
notwithstanding the nature of these assets andenthey are located.

(2) The sequester may be placed upon the assetstating the share of the suspect, of the indicted
of the defendant from the joint spouses’ or fanalynership. In the event there are sufficient
evidence that the joint ownership is acquired areased by criminal ways, then the entire
spouses’ or family ownership or its largest paryina placed under sequester.

(3) Food stuff necessary to the owner, to the agsetsessor and to their family members, the fiel,
specialized literature and the professional labtnols, the dishes and kitchen tools used
permanently and which are not expensive, as welfiras need objects and assets, even if
eventually may be subject of confiscation, shatll®placed under sequester.

(4) The assets of companies, organizations aniutighs, save for the share acquired illegallyniro
the collective ownership which may be separatetiaut prejudicing the economic activity, shall
not be placed under sequester.

Article 205. Grounds for the placement under sequésr

(1) The placement of assets under sequester maebermed by the penal pursuit body or by the
court only in the cases when the accumulated evElenable reasonably to allege that the
suspect, the indicted, the defendant or other psrsholding the pursued assets, may hide,
deteriorate or waste them. The assets shall nopl#eed under sequester if in the criminal
proceedings has not been lodged a civil actionifitite respective committed criminal offence
does not entail their particular confiscation.

(2) The placement of assets under sequester shapplied relying on the ordinance of the penal
pursuit body, with the authorization of the instran judge or, if applicable, by a court order. The
prosecutorex officio or at the request of the civil party, may addréss instruction judge a
request, accompanied by the ordinance of the pewauit body concerning the placement of
assets under sequester. The instruction judge staliorize by means of a resolution the
placement of assets under sequestration, and thiegtwll decide upon the request of the civil or
any other party, if sufficient evidence shall bémitted in order to confirm the circumstances set
under paragraph (1).
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(3) The ordinance of the penal pursuit body oapiplicable, the court order on the placement aftass
under sequestration shall indicate the materiadtassubject to sequester, to the extent they are
established in the criminal proceedings, as wethasvalue of necessary and sufficient assets to
secure the civil action.

(4) In the event there are doubts about the volyrgabmission of assets for their placement under
sequester, the instruction judge or, if applicalhes court, shall authorize the performance of
search simultaneously with the placement of mdtassets under sequester.

(5) In case offlagrante delicteor in cases susceptible of no delay, the penaytubody shall be
entitled to place assets under sequester relyingsawn ordinance, without the authorization of
the instruction judge, communicating mandatory sglumstances to the instruction judge
immediately, but not later than 24 hours from whkis procedural act has been performed.
Receiving the respective information, he instruttiadge shall verify the lawfulness of the
placement under sequester, shall confirm its resultshall declare its failure of validity. In the
event the sequester is found unlawful or ill-foushdie instruction judge shall order the total or
partial exemption of assets placed under sequester.

Article 206. Assessment of the value of assets te placed under sequester

(1) The value of assets to be placed under sequalsti be assessed according to average market
prices from the respective location, without usimy quotient.

(2) The value of assets to be placed under sequestle the purpose to secure the civil action ledlg
by the civil party or by the prosecutor, shall ezteed the value of the civil action.

(3) While determining the share from the assetbdmlaced under sequester of each from several
indicted persons, defendants or several persormuiatable for their actions, one shall take due
consideration of their participation degree to ¢eenmission of the criminal offence. In order to
secure the civil action, sequester may be placed tipe entire ownership of one of these persons.

Article 207. Manner of enforcing the ordinance or he order to place assets under sequester

(1) The representative of the penal pursuit bosliesl hand over, certified by signature, to the ewn
or to the assets possessor the copy from the ocknaer the order to place assets under sequester
and shall request their transmission. In the eiferefusal to enforce voluntarily this request, the
placement of assets under sequester shall be pexdom a coercive manner. If there are any
grounds to assume that assets are hidden by ther @wvby the possessor, the penal pursuit body,
being lawfully vested with prerogatives, shall Intiteed to perform a search.

(2) The placement of assets under sequester byud odler, issued after the termination of the
respective penal pursuit, shall be performed byubiial bailiff.

(3) A commercial specialist may be involved to jgpate at the placement of assets under sequester,
in order to determine the approximate value of metessets, inasmuch as to exclude any
sequestration of assets, the value of which doéscowespond to the value indicated in the
ordinance of the penal pursuit body or in the couder.

(4) The owner or the assets possessor, being prasére action of placement under sequester, shall
be entitled to indicate which material assets mayinitially placed under sequester in order to
cover the amount indicated in the ordinance ofpireal pursuit body or in the court order.

(5) The representative of the penal pursuit bodll siraw up a verbatim record under the terms of
Article 260 and Article 261, reflecting the placemhef assets under sequester, and the judicial
bailiff shall draw up an inventory list. The verimatrecord and, if applicable, the inventory list,
particularly shall:

1) list all material assets placed under sequestdigating their number, their dimensions, their
weight, the material they are made of and othenetds individualizing them, and, to the largest
possible extent, their value.

2) indicate what material assets have been takentheimlocation and which are left for storage
in the same location
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3) contain the declarations of present persons anathefr persons, concerning the ownership
upon the assets placed under sequester.

(6) The copy of the verbatim record or of the ineey list shall be transmitted, certified by sigma,

to the owner or to the possessor of assets plawer sequester, and if the latter is absent — to an
adult family member or to the representative ofltdwl public executive administration. Having
placed under sequester the assets located onga@fa company, organization or institution, the
copy of the verbatim record or of the inventory §kall be handed over, certified by signature, to
the administration representative.

Article 208. Maintenance of assets placed under saestration
(1) The assets placed under sequester as a rdldoehaken from their initial location, save faral

estate and for large objects.

(2) Precious metals and stones, pearls, foreigreesay, securities, bonds shall be transmitted for

storage in the institutions of the National Bartke amounts of money shall be placed on the
deposit account of the court competent to consiller respective criminal case; other taken

objects shall be sealed and stored by the bodyeatetquest of which the respective assets have
been placed under sequester or shall be transnfdtestorage to the representative of the local

public administration executive authority.

(3) The assets placed under sequester, that hayeean taken from their location, shall be sealatl a

left for storage to their owner or possessor cadult family member, who has been explained the
liability prescribed under Article 251 of the Crimal Code, for disposing of, alienating, replacing
or hiding these assets and concerning which thpeotisze person has undertaken a written
commitment.

Article 209. Challenging the placement of assets der sequester
(1) The placement of assets under sequester malddenged in the order prescribed by the present

Code, and the lodged complaint or the appeal sloakbuspend the enforcement of this action.

(2) The persons other than the suspect, indictefifndant, who find the placement of assets under

sequester to have been performed illegally or-foinded shall be entitled to request the penal
pursuit body or the court to remove the sequestan fthe assets. In the event, they refuse to
satisfy the request or have not communicated tgénson that has lodged the petition an answer
during 10 days from the moment of its receptioe, gerson shall be entitled to solicit the removal
of the sequester from upon the assets followingcihié proceedings. The court judgment ruling
upon the civil case on the removal of the sequdstar upon the assets may be challenged by the
prosecutor before the hierarchically superior ceuth an appeal in cassation during 10 days, but,
after its entry in force, it shall be binding foemal pursuit bodies and for the court examining the
criminal case to the extent to which the assetsviot person need to be confiscated or, if
applicable, pursued.

Article 210. Removal of the sequester from upon asts within criminal proceedings
(1) The sequester shall be removed from underdfjaester by the decision of the penal pursuit body

or of the court if, following the withdrawal of thevil action, the modification of the legal
qualification of the criminal offence concerningthuspect, the indicted, the defendant, or due to
other reasons, there has disappeared the needrttaimahe sequester upon the assets. The court,
the instruction judge or the prosecutor, within Hmbit of their competence, shall remove the
sequester from upon the assets, and in the evesnt Wie unlawfulness of their placement under
sequester has been ascertained, the sequestebeshathoved by penal pursuit bodies without the
respective authorization.

(2) Following the request of the civil party or ather interested persons, requiring the reparaifon

the material damage within civil proceedings, tbea pursuit body or the court shall be entitled
to maintain the assets under sequester even bfi¢etmination of the criminal proceedings, after
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the exemption of the person from penal pursuither dcquittal of the person, during one month
from the entry in force of the respective decision.

Article 270. Competence of the prosecutor in the @minal prosecution

(1) The prosecutor will carry out the criminal peostion exclusively in the following cases:
1) crimes committed by:

a) President of the country;

b) members of the Parliament;

c) members of the Government;

d) judges;

€) prosecutors;

f) generals;

g) criminal prosecution officers;

2) attempt on the police officers’, criminal invgsition officers’, prosecutors’, judges’ or the
members of their families life, in case the attempelated to their activity;

3) crimes committed by the Prosecutor General.

(2) The prosecutor carries out the supervisionhef driminal prosecution actions carried out by the
criminal prosecution body.

(3) The prosecutor is competent to carry out thenioal prosecution in the cases provided by
paragraph (1) and to exercise supervision of timical prosecution activity of the prosecutor
from the prosecutor's office of the same levehtjgiwith the court which, according to the law, is
examining the case in first instance. The proseduton the hierarchically superior prosecutor's
office may carry out the criminal prosecution angeyvision over the criminal prosecution
actions in these cases if it is necessary in ttegast of the criminal prosecution.

(4) The hierarchically superior prosecutor may ottieough the motivated ordinance the carrying out
of the criminal prosecution by the prosecutor franother prosecutor's office of the same level, in
the case provided by the paragraph (1) of thislerti

(5) The General Prosecutor may order the carryutgpbthe criminal prosecution in the case provided
by the paragraph (1) by a prosecutor from the Garerosecutor's Office through a motivated
ordinance.

(6) The prosecutor or a group of prosecutors assigoy the Parliament at the proposal of the
President of the Parliament are competent to aautythe criminal prosecution in case provided
by point 3) of paragraph (1).

(7) If the case is rather complicated and big, Hierarchically superior prosecutor in whose
competence is given the criminal prosecution ofdde may order through a motivated ordinance
the criminal prosecution by a group of prosecutmrd criminal prosecution officers, indicating
the prosecutor who will be carrying out the crintipepsecution actions.

Chapter Il
PLEA BARGAIN PROCEDURE

Article 504. General notions

(1) Plea bargain is a transaction concluded betwe prosecutor and the indicted or, upon the, case
defendant who had consented to plead guilty f@daced sentence.

(2) Plea bargain shall be drawn up in written witl obligatory participation of the defense colinse
indicted or defendant in case of insignificantslesvere and severe crimes.

(3) The court shall be prohibited to participatdhie discussions of plea bargain.

(4) The court shall be obliged to establish whethe plea bargain has been lawfully concluded in
voluntary manner, with the participation of the efefe counsel and whether there is enough
evidence to confirm the conviction. Depending oesth circumstances the court may accept or
refuse the plea bargain.
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(5) The plea bargain may be initiated by the pros® or by the indicted, defendant and his defense
counsel.

(6) The plea bargain may be concluded at any tiora the moment of bringing forward the charges
until the beginning of the judicial investigation.

Article 505. Conditions of initiation and conclusio of the plea bargain procedure

(1) Upon initiation of the plea bargain, the prmger shall take into consideration one or moréhef
following circumstances:

1) the will of the indicted to cooperate at thendoction of the criminal prosecution or at the
charging of other persons;

2) the attitude of the indicted towards his criadiactivity and criminal antecedents;

3) nature and severity of the charges;

4) sincere regrets of the indicted and his readine assume responsibility for the committed acts;
5) free and benevolent will of the indicted toguleguilty as promptly as possible and to accept an
abbreviated procedure;

6) probability of obtaining the conviction in thespective case;

7) the public interest of obtaining a faster tridgth reduced expenses.

(2) If the prosecutor initiates the plea bargaiocedure, he shall address to the defense coufisel o
and the indicted with this initiative. The defemseinsel, shall discusses in confidentiality wité th
indicted, defendant:

1) all his procedural rights, including:

a) the right to a complete, fast and public heagend that during this hearing he shall benefit of
the presumption of innocence unless his guilt gally proven, securing him all the necessary
guaranties for his defense;

b) the right to bring evidence in his favor;

c) the right to require the hearing of the prosiects witnesses in the same conditions as the
defense's witnesses;

d) the right to preserve silence and the rightregjagelf-incrimination;

e) the right to make depositions, to conclude saigiiea bargain and to waive his statement of
guilt acknowledgement;

2) all the aspects of the case, including the amlie of pressing criminal charges or, upon the
case, indictment;

3) all the possibilities of defense, which he skdugnefit from in the respective case;

4) the maximal and minimal punishment which campplied in case of plea bargain;

5) in case of concluding a plea bargain, the irdictlefendant’s obligation to swear in front of the
court that he will make truthful statements regagdihe prosecuted crime and that this statements
can be used against him in case of his giving fstisEements;

6) that the plea bargain is not a result of soroéewi acts and threats.

(3) The conditions of the plea bargain shall imed by the prosecutor, indicted or defendant and
defense counsel so that their signatures are freserach page of the plea bargain document.

(4) The plea bargain concluded by the prosecusgrtb be approved by the hierarchically superior
prosecutor who is verifying the observance of lawsaconclusion.

(5) The defense counsel shall separately centifyiitten that the plea bargain by the indicted or
defendant has been personally examined and thgirtieedure of its conclusion provided by the
present article has been respected and that thebplgain made by the defendant results from
their previous confidential agreement.

(6) Before submitting the case with a plea bargaitrial, the indicted and his defense counsell sha
be presented the materials of the file in orderti@m to take knowledge of it, according to the
provisions of the articles 293 and 294, as wethay shall be handed the indictment act.

Article 506. Examination made by the court of the fea bargain
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(1) The examination made by the court of the plaaain shall be made in a public hearing, except
for the cases when the law provides for the pdgsiloif having a closed hearing.

(2) The court's hearing shall start with the obaece of the provisions of the articles 354, 358 an
361.

(3) The court shall establish and register inrtiirutes of the hearing, besides the data provided i
art.336 which shall be applied accordingly, alke, following:
1) whether there exists the statement given bydifense counsel on the willingness of the
indicted to conclude the plea bargain;
2) whether the position of the defense counsiel é@mpliance with the position of the indicted;
3) the fact that the court requires the defendagive the to give the oath in written, under the
conditions of art.108, as well as to make statemenitether the indicted accepts the oath;
4) the indicted is questioned in the followingpests:
a) whether he is aware of being under oath andvwthather he will make false statements these
could be used against him in another trial forngMalse statements;
b) last name, first name, date, month, year othpidomicile, family condition and other
investigation data provided in the article 358;
c) whether he has been recently subjected to miletteatment due to mental disorder or drug
addiction, or alcoholism. In case of an affirmatareswer to this question, it shall be clarified by
asking the defense counsel and the indicted wheheindicted is capable of expressing and
adopting his own position;
d) whether he is not under the influence of dragsdicines or alcoholic beverages of any kind at
present. In case of an affirmative answer to thisstjon, it shall be proceeded similarly to asit i
provided in letter c);
e) whether he has received the ordinance of bmingriminal charges and the indictment and
whether he had discussed them with his defensesetun
f) whether he is satisfied with the qualifitiee legal assistance granted by his defense etiuns
g) whether the indicted wishes to adopt the pbrgdin after the discussions held with his defense
counsel.
5) while examining the agreement the court shsadl astablish:
a) whether the indicted has had the possibilityeiad and discuss with his defense counsel the
bargain regarding his position signing it;
b) whether this bargain fully represents the aperg between the indicted and the state;
¢) whether the indicted understands the conditidriie agreement referring to his position;
d) whether nobody else had made promises and giwvaranties of any other kind to the indicted
to influence him to adopt the position of pleadguijty in the respective case;
e) whether anybody had tried to force somehow ildecied to make him adopt the position of
pleading guilty in the respective case;
f) whether the indicted pleads guilty on his owrshyibecause he is guilty;
g) if the plea bargain addresses to a severe critnether the indicted is aware that he is pleading
guilty for the committing of a severe offence;
h) whether he had taken knowledge of the respeniaterials and gathered evidence of the case;
6) the court shall inform the indicted on the follag:
a) maximal possible sanction prescribed by law amg minimal obligatory sanction prescribed
for the respective crime;
b) if a conditional punishment is applied and if ielates these conditions, then the real
punishment will be executed;
c) the court is entitled to decide that the indicteas to compensate the caused damage to the
damaged party and the judicial expenses;
d) if the bargain is accepted, the indicted willdi#e to challenge the sentence only regarding the
established punishment and the procedural violgtion
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e) the fact that, by concluding the plea barga@itidicted deprives himself of the right to a trial
according to the complete procedure with the olzsere of the presumption of innocence
principle - rights provided by the art.66.

(4) After the fulfilment of this article's provi@ns, the court shall ask the defendant whether he
supports the position of pleading guilty or notf the answer of the indicted is in favor of
supporting to plead guilty, he shall state in thart what he had committed related to the brought
charges and his attitude about the evidence atfachthe file. If the defendant does not support
the plea bargain, he shall be entitled to waivestagement regarding the prosecuted crime. In this
case the court shall order the trying of the caseraing to the complete procedure.

(5) The minutes of the court's hearing held adogrdio the conditions of the present article sball
counter-signed by the defendant on all the pages, las statement regarding the committed
perpetration by him and regarding the evidenceclagtd to the file shall be counter-signed
according to the provisions of the article 337.

Article 507. Solution of the court at the examinatn of the plea bargain

(1) If the court is convinced of the truthfulnesfsthe answers given by the defendant in the court
hearing and it reaches the conclusion that thendefet decided to plead guilty in a free,
benevolent manner, being aware, without pressufeasy the court shall accept the plea bargain
and admit the facts of the crime recognized bydiégfendant as being guilty of.

(2) The solution of the court shall be consignethie minutes by an order.

(3) If the court does not accept the plea barghie,court order regarding the refusal to accept th
plea bargain may be challenged by the prosecuteedourse within 24 hours, of which he shall
declare immediately after the delivery of the caarder. If the prosecutor, after the delivery of th
court order, declares that he will not challenge tbspective court order, the court shall dispose
the trial of the case according to the complete@dare, based on the provisions of this Code. If
the witnesses have shown up in court accordingegstimmoning and if the trial may take place,
the court shall proceed to the trial of the caseadiately.

Article 508. Judicial debates in case of acceptancé the plea bargain

If the court adopts an order through which it atsdpe plea bargain, the court shall proceed to the
judicial debates on the punishment measure. Theigldiebates shall be composed of the speeches of
the prosecutor, defense counsel and defendantaimy entitled to take the floor once more to give
their reply.

Article 509. The sentence delivered in case of pléargain

(1) The sentence in case of plea bargain shaidopted under the conditions of the present Code,
considering the exceptions provided by this article

(2) The introductory part of the sentence shallude, besides the data provided in the article 883
mention about the trial of the case taking placeugh the plea bargain procedure.

(3) The descriptive part of the sentence shallioe:
1) the description of the criminal perpetrationagnized by the defendant, considered as proven,
indicating the means of its commission, the type aegree of guilt, the motives and the
consequences of the crime;
2) the evidence presented by the prosecutor arepted by the defendant, on which the sentence
is founded;
3) indications on the circumstances mitigating agdravating liability;
4) legal qualification of the perpetration for whithe defendant is convicted,;
5) motivation of the established punishment;
6) settlement of the issues related to convictigim conditional suspension of the execution of
punishment, if it be the case;
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7) reasons on which the judgement of the courbimded regarding the civil action or to the
compensation of the material damages caused byrthree, as well as regarding the judicial
expenses.

(4) The resolution of the sentence shall inclut mentions provided in the art.395 which shall be
applied accordingly.

(5) Atthe adoption of the sentence, the courttba®lve the issues mentioned in the art.397 &&d 3

(6) The sentence adopted under the conditionBigfarticle may be appealed in recourse procedure,
where only the procedural errors and the sevefiti@established punishment may be invoked.

Chapter IX
INTERNATIONAL LEGAL ASSISTANCE IN THE CRIMINAL MATT  ERS

Section 1
General provisions and the rogatory commission

Article 531. Legal regulation of international legd assistance

(1) The relationships with foreign countries oteimational courts regarding the legal assistance i
criminal matters shall be regulated by the pre€dvdpter. The provisions of international treaties
to which the Republic of Moldova is a party to asllvother international commitments of the
Republic of Moldova shall have priority in relatianth the provisions of this Chapter.

(2) If the Republic of Moldova is a party to sealeinternational acts of legal assistance and the
foreign state from which legal assistance is gelecior which solicits it, and if there are
divergences or incompatibilities between the piiovis of these acts, than the provisions of the
treaty which ensures a better protection of thedrunghts and freedoms shall be applied.

(3) The admissibility of granting international &gassistance shall be decided by the competent
court. The Ministry of Justice may decide the namemition of a judgment regarding the
admission of granting international legal assistawben the fundamental national interests are at
stake.

Article 532. Manner of transmission of the legal asistance' addressing

Addressing concerning international legal assigtandhe criminal maters shall be made through the
mediation of the Ministry of Justice, of the GendPaosecutor's Office directly and/or through the

mediation of the Ministry of External Affairs oféhRepublic of Moldova, except for the cases when
on the basis of mutuality another manner of adérgss provided.

Article 533. Extent of legal assistance

(1) International legal assistance may be selicir granted at the execution of certain procedura
activities provided by the criminal procedure lafv the Republic of Moldova and of the
respective foreign state, namely in:
1) transmission of acts to natural persons or legéties which are abroad the borders of the
country;
2) hearing of persons as witnesses or experts;
3) execution of the investigation, search, seizirebjects and documents and their transmission
abroad, conduction of expert examination;
4) summoning of the persons from abroad to presehintary in front of the criminal
prosecution or of the court for hearing or confatioin, as well as forced bringing of the persons
in detention at that moment;
5) conduction of criminal prosecution upon the denation made by a foreign state;
6) search and extradition of the persons who haadndtted crimes or for the execution of the
imprisonment sentence;
7) recognition and execution of the foreign sengsnc
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8) transfer of the convicted persons;
9) other actions which do not contravene to thegmeCode.
(2) Taking of the preventive measures shall narbebject of the international legal assistance.

Article 534. Refusal of international legal assistace

(1) International legal assistance may be refued,
1) the request refers to crimes considered in tepuBlic of Moldova as being political or
connected crimes to such political crimes. The gaifitshall be inadmissible if the person is
suspected, accused or convicted for the commissioperpetration provided in art.5-8 of the
Rome Status of the International Court of Crimihastice;
2) the request refers to a perpetration which domes exclusively a violation of the military
discipline;
3) the criminal prosecution body or court whictsddicited to grant legal assistance considers that
its execution may violate the sovereignty, secuwitpublic order of the country;
4) the are founded grounds to believe that theesusg prosecuted or punished for reasons of
race, religion, nationality, membership of a certgioup or for sharing certain political beliefs, o
if his situation is even more aggravated due tdithed reasons;
5) the respective perpetration is punished withittdeacording to the legislation of the soliciting
state and the soliciting state offers no guaraotemn-application of the capital punishment
6) according to the Criminal code of the RepublicMoldova the perpetration invoked in the
request does not represent a criminal offence;
7) according to the domestic legislation the persmnot be held criminally liable.

(2) Refusal of international legal assistanceldtmimotivated if this obligation flows from thestity
the Republic of Moldova is a party to.

Article 535. Expenses related to granting legal astance

Expenses related to granting legal assistance lsdalbvered by the soliciting party from the temt
of its country if another way of covering the expes in the conditions of mutuality or in an
international treaty is not established.

Article 536. Addressing with a rogatory commission

(1) If the criminal prosecution body or the cotwhsiders necessary taking a procedural actiohen t
territory of a foreign state it shall address watlogatory commission to the respective criminal
prosecution body or court from the respective stat® an international criminal court, according
to the provisions of the international treaty toiebhthe Republic of Moldova is a party to or
under mutuality conditions.

(2) Mutuality conditions shall be confirmed byettér through which the Minister of Justice or the
General Prosecutor of the Republic of Moldova utakers in the name of the Republic of
Moldova to grant legal assistance to the foreigriesbr to the international criminal court in
taking some procedural actions with securing ofcpdural rights provided by the domestic law
concerning whom the assistance is granted..

(3) The rogatory commission in the Republic of Nwla shall be submitted by the criminal
prosecution body to the Prosecutor General, arttidgourt - to the Minister of Justice in order to
be transmitted for execution to the respectiveifpratate.

(4) The rogatory commission request and the doatsnattached to it shall be translated in the
official language of that state or of that intefoaél criminal court to which it addresses.

Article 537. Content and form of request on rogatoy commission

(1) Request on the rogatory commission shall beena written and shall include the following data:
1) name of the body to which addresses the request;
2) name and address, if known, of the institutmwhich the request is sent;
3) international treaty or agreement of mutualiygdd on which assistance is requested;
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(2)

4) indication of the criminal case in which it iglisited granting of legal assistance, information
on the circumstances of the facts in which theoastihad been committed and their legal
qualification, the text of the respective artialerh the Criminal Code of the Republic of Moldova
and data on the caused damage by the respectine;cri

5) data on the persons regarding whom the rogatmmymission is requested, including
information on their procedural capacity, theiredand place of birth, nationality, domicile,
occupation, for the legal entities - name and psesjias well as the names and addresses of the
representatives of this person when it is the case;

6) object of the request and necessary data forfuifilment with the statement of the
circumstances to be found, the list of the documeotpus delictiand of other proofs requested,
the circumstances in relation to which the evidehes to be administrated, as well as the
questions to the asked the persons to be heard.

Request on the rogatory commission and theurdeats attached to it shall be signed and
authenticated with the official stamp of the congpétsoliciting institution.

Article 538. Validity of the procedural act

The procedural act drawn up in a foreign countrgoading to the legal provisions of that country
shall be valid before the criminal prosecution lesdand courts from the Republic of Moldova, when
its execution is performed according to the proceguovided by the present Code.

Article 539. Summoning of the witness or expert whas outside the borders of the Republic of
Moldova

(1)

(2)
3)
(4)

(5)

(6)

The witness or the expert may be summonedéyody conducting the criminal prosecution for
the execution of certain procedural actions onténetory of the Republic of Moldova in case of
their acceptance to show up in front of the sofigibbody.

Summoning of the witness or expert shall belenander the conditions provided by art.536,
par.(3) and (4).

Procedural actions with the participation leé persons summoned according to the provisions of
this article shall be taken in compliance with pnesent Code.

The witness or the expert, regardless natitynatho has presented himself after being summoned
as provided by this article in front of the solieg body, may not prosecuted, detained or
subjected to any individual freedom limitation dre tterritory of the Republic of Moldova for
perpetrations or convictions prior to crossing Republic of Moldova's borders.

The immunity provided by par.(4) ends if théngss or expert has not left the territory of the
Republic of Moldova within 15 days from the dateenthe was called and communicated by the
respective body that his presence is not necessarynore, or when he came back later on in the
Republic of Moldova. This term does not include pegiod of time when the witness or expert
was not able to leave the territory of the Repubfidvioldova because on reasons independent
from his will.

The summoning of the detained person in adarstate shall be made according to the provisions
of this article with the condition that the perstamporary transferred on the territory of the
Republic of Moldova by the respective body from fbeeign state in order to take the actions
indicated in the request on his transfer shalldterned in the time indicated in the request. The
transfer conditions or its refusal shall be regdaby the international treaties to which the
Republic of Moldova and the solicited state ardipsito or on the grounds of written obligations
in mutuality conditions.

Article 540. Execution of the rogatory commission equested by foreign bodies in the Republic of
Moldova

(1)

Criminal prosecution body or the court shadfprm rogatory commissions requested by the
respective foreign bodies on the basis of the matigonal treaties to which the Republic of
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Moldova and the foreign soliciting state are partte or in mutuality conditions confirmed
according to the provisions of art.536, par.(2).

(2) The request for the performance of the rogatmmmission shall be sent by the Prosecutor
General to the criminal prosecution body or, ugmdase, by the Minister of Justice to the court
at the place where the solicited procedural actiibe taken.

(3) The request on hearing the witness or the rexgleall be executed in all the cases by the
instruction judge.

(4) At the execution of the rogatory commissiore throvisions of the present Code shall be
applicable, but, upon the request of the solicitpagty a special procedure provided by the
legislation of the foreign state may be appliedcampliance with the respective international
treaty or with the observance of the mutuality ¢tods if this complies with the domestic
legislation and with the international obligatiansdertaken by the Republic of Moldova.

(5) Representatives of the foreign state or ofiibernational instance may assist at the execudfon
the rogatory commission, if this is provided by trespective international treaty or by an
obligation provided in written by the mutuality abitions. In such a case, upon the request of the
soliciting party, the body which has to executerbgatory commission shall inform the soliciting
party on the time, place and term of the rogatorpmission's execution in order for the interested
party to be able to assist.

(6) If the address of the person, with respecwtom the rogatory commission is solicited, is
indicated mistakenly, the body charged with executshall take the respective measures for
finding the address. If the finding of the addréssiot possible, the soliciting party shall be
announced.

(7) If the rogatory commission may not be perfodmihe received documents shall be restituted to
the soliciting party through the mediation of thetitution from which the documents have been
received, with the indication of the reasons wtielre impeded the execution. The request on the
rogatory commission and the attached documenttishaéstituted in the refusal cases as well, on
the grounds provided by the article 534.

Section 2
Extradition

Article 541. Addressing of an extradition request

(1) The Republic of Moldova may address to a fprejtate with a request on extradition of a person
who is being prosecuted for crimes for which thiengral law provides the minimal punishment
of 1 year of imprisonment or another severer punesft or the person regarding whom there was
adopted a sentence of conviction to an imprisonmpemishment for the duration of at least 6
months in case of extradition for execution, if thiernational treaties do not provide otherwise.

(2) Extradition request shall be made on the bafsthe international treaty to which the Repulmlfc
Moldova and the solicited state are parties torothe grounds of written obligations undertaken
in mutuality conditions.

(3) In case of necessity to request the extraditd the non-convicted person in the conditions
provided by par.(1) and (2), all the necessary naseshall be submitted to the Prosecutor
General for settling the issues related to subwonissi the extradition request to the respective
institution of the foreign state. The issue of sigmion of the extradition request of the convicted
persons shall be handled by the Ministry of Justice

(4) The extradition request shall include:

1) the name and address of the soliciting ingbitit

2) the name of the solicited institution;

3) the international treaty or agreement of mutiyiblased on which extradition is requested,;

4) the last name, first name and patronymic ofpiseson whose extradition is requested, date and
place of birth, information on the nationality, dicite, place to be found as well as other data on
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(5)

the person, as well as, to the extent it is possthle description of the exterior aspect, picaure
other materials which may help identify the person;

5) a description of the perpetration committedhs person whose extradition is being requested,
the legal qualification of the committed perpetatiinformation on the damage caused by the
crime, as well as the text of the national law whjarovides the criminal liability for this
perpetration and the obligatory indication of taadion;

6) an information on the place and date of adoptibthe sentence into force or of the ordinance
on bringing forward charges with the attached antibated copies from the originals of these
documents.

The conclusion of the instruction judge orpnghe case, of the court regarding the authodaati
of the pretrial arrest shall be attached to theaglition request. Also, data on the unexecuted part
of the punishment, besides the copy of the senteniadorce, shall be attached to the request on
extradition of the convicted person.

Article 542. Extradition documents

(1)

(2)

®3)

Extradition shall be granted only if, as a tesfi the perpetration commission, the arrest warra
or another document of an appropriate legal foocehe enforceable decision of the competent
authority of the soliciting state which orders ttietention, as well as the description of the
applicable legislation are provided. If extradities requested for the prosecution of several
crimes, instead of the arrest warrant or anotheurghent of an appropriate legal force, another
document, issued by the competent authorities @fstiliciting state, characterizing the charges
brought to the person whose extradition is reqdestall be sufficient.

If there are special circumstances justifying verification of the existence of reasonable gdsu

to believe that the accused has committed the chienes charged with, the extradition shall be
granted only upon the presentation of evidence icoinfg the probability of the crime
commission.

Extradition for the purpose of executing a sane or another punishment established by a third
state, shall be granted only upon the provision of:

1) the enforceable decision of imprisonment andeuthent from the third state containing the
consent of the state that has taken over the aradat execute it;

2) a document from the behalf of the competentaitthof the state which has taken over the
execution, confirming that the sentence or anosiaaction is enforceable on the territory of that
state.

3) applicable legal provisions.

Article 543. Specialty rule

(1)

(2)

The person who was extradited by a foreigrestady not be held criminally liable and convicted,
as well as transmitted to a third state for to beighed for the crime committed by him before the
extradition, for which he was not extradited, ifaeding this case the consent of the foreign state
that extradited him is missing.

Extradition shall be granted only if the follmg guarantees are secured:

1) the person will not be punished in the soligitstate without the consent of the Republic of
Moldova for a reason that appeared before his hgnéixcept for the crimes for which extradition
is granted, and his personal liberty will not bmited, and he will not be persecuted through
measures which can be taken in his absence;

2) the person will not be handed, transferred pioded to a third state without the consent of the
Republic of Moldova; as well as

3) the person will be able to leave the territofytlee soliciting state after the closure of the
procedure for which his extradition was granted.

(3) The soliciting state may waive the observarfabd® specialty rule only if:
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1) the Republic of Moldova expressed its approwatdrry out the criminal prosecution or to
enforce the sentence execution or another sanctigarding a facultative crime or to hand,
transfer or deport to another state;
2) the person did not leave the territory of thicgong state for 45 days since the closure of the
procedure for which his extradition was grantethalgh he had the possibility to do so;
3) the person, after leaving the territory of tbéciting state, returned or was sent back by edthi
state;
4) simplified extradition is granted.

(4) The provisions of this article shall not appycases of crimes committed by the extraditedqguers
after his extradition.

Article 544. Execution of the extradition request bthe persons who are on the territory of the

Republic of Moldova

(1) The foreign citizen or stateless person whorisiinally prosecuted or who was convicted in a
foreign state for the commission of a perpetratidiich is criminally punishable in that state may
be extradited to this foreign state at the reqoéshe competent authorities, for the purpose of
prosecution or execution of a sentence delivered fmmmitted perpetration or for the purpose of
delivering a new sentence.

(2) The foreign citizen or stateless person who eawsicted in a foreign state for the commission of
a criminally punishable perpetration in that staigy be extradited to the foreign state, that has
taken over the execution, at the request of thepevemt authorities of the state, for the purpose of
execution of a sentence delivered for a commitigbgtration or for the purpose of delivering a
new sentence.

(3) Extradition for the purpose of criminal proséen shall be granted only if the perpetration is
punishable under the legislation of the Republidofdova and the maximum punishment is of at
least one year imprisonment or if, after a simitarersion of things, the perpetration would be,
under the legislation of the Republic of Moldovanshable in such a way.

(4) Extradition for the purpose of execution of gentence shall be granted only if the extradition
under par.(3) were admissible and if an imprisonnpemishment is to be executed. Extradition
shall be granted if the term of detention whicloide executed or the cumulating of the detention
terms which are to be executed, is of at least 6th if the international treaty does not provide
otherwise.

(5) If the extradition of a person is requesteccimcurrence by several states, either for the same
perpetration or even for different ones, the Rejpubf Moldova shall decide the extradition,
taking into account all the circumstances, inclgdihe seriousness and place of commission of
crimes, the nationality of the solicited person #melpossibility of a further extradition to anathe
state.

(6) If the General Prosecutor or, upon the case,Minister of Justice considers that the solicited
person by the foreign state or international instamay not be extradited , he refuses extradition
through a motivated decision and if he consideet the person may be extradited he makes
submits a request to the court from the territojimisdiction where the Ministry of Justice is
located, to which he attaches the request andabgndents of the soliciting state.

(7) The court shall solve the request on extraditivith the participation of the prosecutor, of the
person whose extradition is requested and his ebuifishe person who is solicited for extradition
does not have his chosen counsel, he shall beda@wiith anex officiocounsel The request on
extradition of an arrested person shall be solweehiergency and priority order. Examination of
the request on extradition shall be made accoririge provisions of the articles 471-472, which
shall be applied accordingly. The court order, Whitas become final, shall be sent to the
Prosecutor General or to the Minister of Justice drgecution or for the information of the
soliciting state.

209



Article 545. Simplified extradition procedure

(1) At the request of the competent authority of floreign state regarding the extradition or
provisional arrest of a person for extradition,réhenay be granted the extradition of a foreign
citizen or stateless person, in whose respect r@stavarrant was issued for extradition, without
following the formal extradition procedure, if tiperson agrees to such a simplified extradition
and his consent is confirmed by a court.

(2) The requirements of art.543 shall not be inebKehe foreign citizen or stateless person, dfier
was informed of his rights, expressly waives hightito application of the specialty rule and this
fact is confirmed by a court.

(3) The instruction judge from the competent caléll inform the foreign citizen or the stateless
person of the possibility to apply the simplifiextradition procedure and its legal consequences
and that he shall consign his statement.

(4) The consent given under par.(1) or (2) mayhsoinvoked if it was confirmed by the court.

(5) The consent of the solicited person, provideden par.(1), shall be given in the presence of the
counsel after the instruction judge has examinedidbentification data of this person, informing
him of his right to a complete procedure providgdte present section.

Article 546. Refusal of extradition

(1) The Republic of Moldova shall not extradite dwn citizens and the persons it has granted the
right to asylum.

(2) Extradition will be also refused, if:

1) the crime had been committed on the territorthefRepublic of Moldova;

2) regarding the respective person a domestic avwtcourt of a third state had already delivered
a sentence of conviction, acquittal or dismissaltt@ criminal trial for the crime for which
extradition is requested, or if the criminal pragémn body had issued an ordinance on the
dismissal of the criminal proceeding or if the oatl bodies are prosecuting the commission of
this perpetration;

3) the term of limitations for holding criminallyiable for that kind of crime has expired,
according to the national legislation or, in cabaranesty act's intervention;

4) according to the law, criminal prosecution maydtarted only on the basis of the preliminary
complaint of the victim and such a complaint issing;

5) the crime for which extradition of the persors@icited is considered by the domestic law as a
political or connected to it;

6) The Prosecutor General, the Minister of Jusiicéne court examining the extradition case have
well-founded reasons to believe that:

a) the request on extradition has been lodgedtélaim to prosecute or punish a person for race,
religion, sex, nationality, ethnical origins or piglkl opinions considerations;

b) the situation of this person risks to worsendoe of the reasons mentioned at the letter a);

¢) in case that the person will be extradited hiéhe subjected to torture, inhuman or degrading
treatment in the soliciting state.

7) the requested person was granted the statudit€al refugee;

8) the state soliciting extradition does ensureuality in the field of extradition.

(3) If the deed for which extradition is requestegunished by the legislation of the solicitirtgte
with capital punishment, extradition of the persoay be refused, unless the soliciting party gives
enough guaranties that the capital punishment moll be executed regarding the extradited
person.

Article 547. Arrest of the person for extradition

(1) After receiving the request on extradition Bresecutor General or, upon the case, the Minigter
Justice will take immediately measures under threditions of the present Code for the arrest of
the person whose extradition is requested.
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(2) In case of emergency, the person whose ageastuested may be arrested based on an arrest
warrant issued for a term of 18 days, but this terminy case shall not exceed 45 days, and before
reception of the extradition request if the foregjate or the international court have solicitesl th
arrest and if the solicitation contains data ondlrest warrant or on the adopted final judgment
regarding this person and a the assurance of ttetliat the extradition request will be sent
afterwards. In the solicitation there shall beidated the crime for which extradition will be
requested, the date and place where it had beemitmd and, as much as possible, the
distinctive features of the searched person. Sation of arrest may be done through mail,
telegraph, telex, fax or through any mean whichvegs written messages. The soliciting
authority shall be briefed in the shortest timeginls about the course given to its solicitation.

(3) The person arrested under the conditionseptr.(2) shall be released if within 18 days fium
arrest the court which has to decide on the adhiiggiof the person’s arrest does not receive the
extradition request and the necessary respectisendents. This term may be prolonged upon the
solicitation of the foreign state or internatioralurt, unless it is not going beyond 40 days from
the moment of arrest. Given all this, the provisiorelease is possible at anytime, under the
condition that other measures for avoiding the qéss absconding from prosecution may be
applied with respect to the solicited person.

(4) The decision regarding the extradition admifigibshall be motivated. The Prosecutor General,
the person whose extradition is requested anddissel shall be sent a copy of the respective
decision.

(5) The release of the arrested person underdhdittons of this article shall not obstacle a new
arrest and extradition, if a request on extraditforeceived later.

Article 548. Postponing of extradition and conditimal extradition

(1) If the person, whose extradition is askechi| Republic of Moldova is charged during a criminal
prosecution, trial or if this person had been comd for another crime than the one for which
extradition is requested, the execution of extraditnay be postponed until the termination of the
criminal proceeding or until the complete executidrthe punishment established by the national
court, or until the final release before the exjparaof the punishment term.

(2) If postponing of extradition may entail thep@ation of the criminal action's term of limitatieor
may cause considerable damage for the finding ef fitts, the person may be extradited
temporarily on the basis of a motivated requestlearthe conditions agreed on in common with
the soliciting party.

(3) The temporarily extradited person has to lWeceded immediately after the procedural actions
for which he was extradited were taken.

Article 549. Handing of the extradited person

(1) If the extradition of a person is acceptedtiy court, after its judgment comes into force, the
Prosecutor General or, upon the case, the Minidtdustice shall brief the soliciting state or the
international court on the date and place of thieadited person's handing, as well as on the
duration of the executed detention in view of hisadition.

(2) If the soliciting party does not receive theradited person at the established date for hisling
and if postponing was not solicited, the person mayset free at the expiration of the 15 days
term from this date and shall be anyway set frear #fie expiration of the 30 days term calculated
from the established date of handing, if the bikdt¢reaty does not provide for more favorable
conditions for this person.

(3) Extradition of the person for the same pegi&n after the expiration of the terms mentioned i
this article may be refused.

Article 550. Transmission of objects
(1) At the request of the soliciting party, acaogdto the provisions of this chapter, there may be
apprehended and transmitted, as far as the natemalation allows:
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1) objects which may be relevant as evidence inctiainal case for which extradition was
requested; as well as

2) proceeds, resulted from the crime for which &dition is requested and the objects in the
possession of the person at the moment of arreghich had been discovered afterwards.

(2) Objects and proceeds provided by the par.@y be transmitted even if extradition of the person
may not take place due to his decease or abscofrdimgrial.

(3) If the claimed objects are necessary as etmleim another national criminal case, their
transmission may be postponed until the terminatfcthe respective trial or these may be handed
temporarily under the condition of being later itesed.

(4) The rights over these objects or valuabledl sigareserved to the Republic of Moldova and they
will be transmitted to the soliciting party, undee condition of termination of the criminal triz
soon as possible and without expenses, beingutestiafterwards.

Section 3
Transfer of the convicted persons

Article 551. Grounds for transfer of the convictedperson

(1) The transfer of the convicted persons shalhbee on the basis of an international treaty thvh
the Republic of Moldova and the respective state fmrties to or on the basis of mutuality
conditions fixed in a written agreement between Rhaister of Justice of the Republic of
Moldova and the respective institution from theefgn state.

(2) The grounds for the transfer of the convigtedsons may be:
1) the application of the person convicted to isgmment by a court from the Republic of
Moldova to be transferred for the execution ofdastence in another state;
2) the application of the person convicted to iisgonment by a court from another state to be
transferred for the execution of his sentence énRbpublic of Moldova;
3) the application of transfer lodged either by $tate of conviction or by the state of execution.

Article 552. Conditions of transfer

(1) The transfer may take place in the followigditions:
1) the convicted has to be the citizen of the sttexecution or with permanent domicile on its
territory;
2) the conviction sentence has to be final;
3) the duration of the liberty deprivation punishmhevhich the convicted has still to execute has
to be of at least 6 months from the date when taester application was received or to be
undetermined;
4) the transfer is made with the consent of thevibnand if due to his age, physical or mental
condition of the convict, one of the two statessiders the transfer necessary — by the convict’s
legal representative;
5) the perpetration for which the person was cdedicrepresents a crime according to the
Criminal Code of the country of nationality of tbenvicted,;
6) both states - parties have agreed on the agnsf

(2) The consent of the person concerning whom émesce was delivered is not required for the
transfer of the sentence execution if the persoc@ming whom the sentence was delivered:
1) has fled from the state were the sentence wasedetly
2) is the subject of an expulsion or deportation arder

(3) In exceptional cases the parties may agregamsfer even if the duration of punishment which
has still to be executed is less than 6 months.

Article 553. Communication of information
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(1) Each convict to whom the provisions of the préshapter are applicable shall be informed by the
competent authority of the state of conviction alas right to obtain his transfer for the execotaf
punishment in the state of his nationality.

(2) If the convicted has expressed to the stateoakiction his wish of being transferred, thistata
shall inform the state of nationality of the cortent about this as soon as possible after the sourt'
decision has become final.

(3) The information shall contain:

1) the name, date and place of birth of the coraat, if possible, the address from his state of
nationality;

2) the description of the committed perpetratioricivthad led to conviction;

3) the nature, duration and date when the execofitime sentence has started.

(4) The convicted shall be briefed in written abamy decision on the application of transfer takgn
one of the two states.

Article 554. Application of transfer, additional documents and the answer to them

(1) The application on transfer shall be lodgedsiitten.

(2) The application shall be attached:

1) an act which confirms that the convict is titezen of the state of execution or has his doreicil
there;

2) the written statement of the convict regardirgyconsent for transfer;

3) a certified copy of the conviction sentencehvitie mention that it is final, as well the copy of
the texts from the law which were applied in thepective case;

4) the certificate indicating the duration of thkeeady executed punishment and of the pretrial
arrest, as well as the duration of the punishmémi¢hwstill has to be executed.

(3) The application shall be addressed by the $ifniof Justice of the soliciting state to the Mier
of Justice of the solicited state.

(4) The state of execution, by a court judgmermpéed in conditions of art.551, shall mention & it
answer whether it accepts or not the transfer efctimvicted person and in case of acceptance it
shall to attach to the answer a copy of its lawdigpositions from which it is clear that the
perpetration which led to the person's convictionstitute a criminal offence, if it had happened
on its territory.

(5) If one of the two states considers necessadglitional documents or information may be
requested.

Article 555. Consent for transfer

(1) The convict has to give his consent for vadupttransfer, being fully aware of the legal
consequences resulting from this according to thegalural law of the state of conviction.

(2) The state of conviction shall give to the etaf execution the possibility to check whether the
consent for transfer was given with the observarid¢ke conditions provided by the par.(1) of this
article.

Article 556. Solution of the transfer application

(1) If the transfer is accepted, the transfer igpfibn of the citizens of the Republic of Moldova
convicted in another country shall be transmittgdtte Minister of Justice together with his
request for solution to the court of the same lagkhe court from the state of conviction, the
judgment of which is to be executed. If the judgtmeihthe state of conviction is adopted by a
court of the same level, the request of the MinisfeJustice and the transfer application shall be
addressed to the court from the territorial judtidin of the Ministry of Justice, and if the cooft
the state of conviction is of the court of appebdigel - the respective application and requedsi sha
be addressed to the court of appeal of Chisinauicipatity.

(2) The request of the Minister of Justice shallsblved by a judge in a court hearingabsentiaof
the convicted person according to the provisionthefpresent Code for the solution of the issues
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3)

(4)

(5)

related to the execution of punishment, but wite garticipation of the representative of the
Minister of Justice and of the convict's defensensel. If the convicted does not have a chosen
defense counsel, his defense counsel shall bergtpdex officia

While solving the request on the transfer,dbert shall verify whether the conditions for séar
provided by this chapter, as well as the ones pealiby the international treaty or mutuality
agreement on the basis of which the transfer igagtgd are observed.

After having solved the request, the courllskdopts an order, in which it mentions:

1) the name of the foreign state's court, datepdeck of the sentence adoption;

2) information on the last domicile in the Repubd€ Moldova of the convict and on his
occupation;

3) the legal qualification of the crime for whidietperson had been convicted;

4) the criminal law of the Republic of Moldova whiprovides liability for a similar crime to that
one committed by the convict;

5) its judgment regarding the acceptance or, if tteeceejection of the requested transfer;

6) in case of acceptance of the requested transfercdhirt shall indicate which execution
procedure it will choose: continuation of the seote execution or the amendment of the
conviction.

The copy of the court’s judgment shall be traitted to Ministry of Justice in order to be
forwarded to the state of conviction and to thevaxtn

Article 557. Continuation of the punishment executin and the amendment of the conviction

(1)

(2)

3)

(4)

()

If the state of conviction accepts the transbéérthe convict, the court shall decide on the
following:

1) if by the decision taken under the conditionsamf551, the procedure of the continuation of the
sentence execution was indicated, the court shiathe term of the unexecuted punishment which
is to be executed, the type of the penitentiaryre/ttiiee punishment shall be executed,;

2) if by the decision taken under the conditionsuwf551, the procedure of the amendment of the
conviction was indicated, the court shall indicate:

a) the legal qualification of the crime for which therson was convicted,;

b) the criminal law of the Republic of Moldova whichogides liability for a similar crime to one
committed by the convict;

¢) the category and term of the main and complememanjshments established, the term of the
punishment to be executed in the Republic of Moddahe type of the penitentiary and the
manner of compensation of the damage in case ioflaction.

In case that the type or duration of the detidepunishment in the state of conviction does not
comply with the criminal law of the Republic of Mialva, the court, by its judgment, may adapt it
to the punishment provided by the domestic lawroyes of the same type. This punishment shall
be as adequate as possible to the imposed punisibyéne judgment of the state of conviction.
By its nature or duration, this punishment may hmitbe severer than the one delivered in the
state of conviction, nor to exceed the maximumtlipnovided by the domestic law.

The part of the punishment that was executeatérstate of conviction shall be deduced from the
duration of the punishment established by the natigourt, if the punishments are of the same
type. If the national court establishes anotheretyd punishment than the imposed by the
judgment of the state of conviction, upon the deteation of its type and duration, consideration
shall be given to part of the executed punishment.

The complementary punishment delivered by thdginent delivered by the state of conviction
shall be executed to the extent it is providedh®y law of the republic of Moldova and was not
executed in the state of conviction.

The court order regarding the enforcement efdntence execution may be challenged under the
conditions of art.472.
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(6) The copy of the court order regarding the eséorent of the sentence execution that came into
force shall be transmitted by the Minister of kestyf the Republic of Moldova to the Minister of
Justice of the state of conviction.

(7) In case of cassation or amendment of conviatibthe state of conviction, as well as in case of
application of an amnesty or pardon act, adoptethbystate of conviction regarding the person
executing the punishment in the Republic of Moldotre issue of execution of the revised
sentence, as well as of the application of an atynes pardon act, shall be settled in the
conditions of the present article.

Section 4
Acknowledgement of criminal judgments of the foreig courts

Article 558. Cases and conditions of acknowledgemieof criminal judgements

(1) Final judgments delivered by foreign courtsaedl as those, which, by their nature may produce,
according to the criminal law of the Republic of slava, legal effects, may be acknowledged by
the national court upon the request of the Minisfedustice or of the Prosecutor General, based
on the international treaty of mutuality agreement.

(2) A criminal judgment delivered by a foreign teta court may be acknowledged only if the
following conditions are respected:
1) the decision was delivered by a competent court;
2) the decision does not contravene the publicrarfithe Republic of Moldova;
3) the decision may produce legal effects in thenty according to the domestic criminal law.

Article 559. Procedure of acknowledgement of judgeents delivered by foreign courts

(1) The request of the Minister of Justice orhaf Prosecutor General on the acknowledgement of the
foreign court's judgment shall be motivated andrelby the court of the same level with the
court from the state of conviction, the judgmeniiich shall be acknowledged. If the judgment
of the state of conviction is adopted by a courthaf same level, the request of the Minister of
Justice or of the Prosecutor General shall be ddbyethe court from the territorial jurisdiction of
the Ministry of Justice, and if the court of thatstof conviction is of the court of appeal’s level
the request shall be solved by the court of apgeats the Chisinau municipality.

(2) The representative of the Minister of Jusiicg upon the case, of the Prosecutor General, the
convict and his defense counsel shall participatbé solution of the request.

(3) The decision of the foreign state togethehvitd accompanying documents translated in the stat
official language and in a language understood H®y donvict shall be communicated to the
convict.

(4) The court shall hear the opinions of thoses@né and, on the basis of the materials attach#ueto
request, if it finds that the requirements of the lare met, shall acknowledge the judgment given
by a foreign court. In case the punishment reqddsyethe foreign court was not executed or was
executed only partly, the court shall substitute ton-executed punishment or the rest of the
punishment with a respective punishment accordmmdht provisions of the art.557, par.(1),
item.1).

(5) The execution of the civil dispositions fronfaaeign judgment given in a criminal cases shall b
made according to the rules provided for the exenudf the foreign civil judgments.

Decision of the Supreme Court of Justice no. 4@éfDecember 1999 (excerpts)

On the practice of enforcement by the courts of th&egal provisions regarding property
confiscation

6. Proceeds are goods obtained by performing aonaathich represent the material element of the
committed offence.
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Proceeds represent any economic gain obtainedrasué of committing a criminal offence. The
economic gain can consists in goods of any natungyoreal or incorporeal, movable or immovable,
as well as the legal acts or documents which amsfia title(for example: title deed)r a right over a

property.

Proceeds can be classified in several categories:

- Goods produced by committing a crime which cons$tgoods which did not exist before
committing the crime, being obtained by criminatidty (for example: coins, money,
documents, securities, false titles of credit, piatibn of arms, substances with strong effect
or toxic substances, counterfeit food or drinks,)et

- Goods obtained by means of a crime which had ekisédore the committing the crime and
which came, directly or indirectly, into the possies of the convicted person, by committing
the crime. Usually, goods obtained by means ofraecare returned to the damaged party. In
case that the owner of these goods is unknown /shaelied without successors or, based on
other considerations, there are no declarationsardayy these goods, proceeds are
confiscable.

- Proceeds are considered also goods which havenelitdiy committing the crime,de facto
quality or a position which could not be obtaindgtleswise than through illegal ways (for
example: goods entered into the country by smugglinedicines (drugs) containing an
increased dose of stupefying substances whichrapaped according to an abusive medical
prescription, etc).

- Sums obtained by trafficking of goods mentionetha point, in case they are proved, can be
considered also proceeds and can be confiscated.

Goods or sums which represent the equivalent valuéhe goods produced illicitly cannot be
confiscated, because these goods have been clgatedocial work performed by the perpetrator.
Thus, there can not be confiscated goods resuftmp the illegal practice of the entrepreneurial
activity, because these goods are the result oivitv& performed by the perpetrator and not of the
culpable omission to obtain the necessary authawizeor to get a fiscal code, etc. Such goodshzan
confiscated only in cases in which the law prokipitoducing such goods or they present a soclal ris
danger, threat ....

7. The profit obtained using the proceeds is gadush took the place of the goods obtained iniiall
by committing a crime (for example: money obtaibgdselling the stolen goods, goods purchased by
money obtained by selling the proceeds, usingitlifiobtained materials at the houses and villas
building, etc.), which are as like illicit as theafls and the money from which they result and these
goods follow to be confiscated. Thus, the followiran be confiscated: the houses, the automobiles
and other goods which have been purchased usimdceeds.

Extract from the minutes of the meeting from thenigliry of Finance of the Republic of
Moldova

4 December 2001
nr. 28/6

About the execution of the necessary measures, a8 of the financial sources of the persons
suspected in the organisation of terrorist attack
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The College of the Ministry of Finance , examinitige information received by the Ministry of
Foreign Affairs on prevention and combating teswriand the execution of the necessary measures
on seizing the financial resources of the persaspected in the organisation of the terrorist acts
mentioned that in the framework of the MinistryFehance, convened the corresponding departments
for the presentation of the information linked withe transfer of the financial sources aiming to
finance terrorist operations or/and investmentefdources deriving from terrorist activities.

In these regard was established that until nowneasecorded any transfer effectuated by the public
institution to a terrorist organisation or personhjch are indicated in the information receiveati

the UN Council.

The College of the Ministry of Finance decides:

1. to take as an act the information presented Hay ice Minister of Finance Mrs. Mariana
Durlesteanu regarding to the examination of the infororatilistributed by the Ministry of Foreign
Affairs on prevention and combating of internatioterrorism as well as the execution of the
necessary measures on seizing the financial res®ufcthe persons suspected in organisation of the
terrorism activity.

2. that the Ministry of Finance will effectuateethermanent supervisory of the non permission ef th
effectuation of the transfers, managed by the Gowent of the Republic of Moldova for the
financing of the terrorist activity , terrorist @igisation or persons suspected in organising tstror
activity.

3. Mrs. L. Casenco, Director of the State Treaddepartement will monitor the transfer effectuated
by the public institution in order to not permihettransfer of the budget sources to the organisati
suspected in terrorist activity.

4. Mr. M. Pop, head of the State Principal Fiscalplectorate, Mr. I. Bolbocianu, General director of
the Control and Revision department — inform thridry of Finance if will find out any transactisn
linked with terrorist activity or persons suspeciethe organisation of the terrorist acts.

4. To delegate the responsible persons for theutivecof the supervisory of the mentioned decision
the Viceminister of Finance — Mrs. Mariana Dgtéanu.

The president of the College

Minister of Finance

Mihail Manoli.

Law on licensing some types of activities (No. 462 -of 30.07.2001 as amended)

Official Monitor of the Republic of Moldova No. :089/836 of September 6, 2001
The Parliament adopts this organic law.

Article 1. Application and Scope of this Law

(1) This Law determines legal, organizational, @aednomic framework for licensing some types of
activities, establishes types of activities subjecticensing, and aims at ensuring state control
over compliance with requirements and conditionffillluent of which is necessary for
performing such types of activities.

(2) The manner of licensing established herebyl strlapply to licensing the activities of financia
institutions, professional participants in the gse#m®s market, in the energy sector,
telecommunications, informatics, television or cadvhich are licensed in compliance with laws
governing relations in those areas.

Article 2. Main notions
For the purposes of this Law the following mainiong shall be used:
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License— an official document issued by the licensinghatity, certifying the right of the licensee to
engage in the type of activity specified thereimimy an established period in compliance with the
license conditions on a compulsory basis;

Applicant — a natural person or legal entity duly registeredhe Republic of Moldova as an
enterprise, regardless of its ownership form oraoizational or legal form, which filed with the
licensing authority an application and necessaoudw@nts in order to get a license;

Licensee- an enterprise, organization, natural person witained a license;

License conditions— totality of set requirements and conditions chamge with which is compulsory
for any licensee when carrying out a licensed #gtiv

Licensing — totality of actions related to issuance, resggtion, suspension, renewal, and revocation
of

licenses, issuance of license copies and countsrparaintenance of license files and license
registries, control over compliance with the licensonditions by the licensees, and issuance of
instructions to eliminate violations of license ddions;

License registry — aggregate data about issued, re-registeredemsdsg, renewed, and revoked
licenseslLicense suspensior- depriving a licensee of the right to engage aemain type of activity
for a certain period;

License revocation— depriving a licensee of the right to engage der@ain type of activity.

(Art. 2 as amended by Law # 1179-XV of 28.06.2002)

Article 3. Underlying Licensing Principles

The underlying licensing principles are as follows:
a) ensuring equal rights and legitimate interektdl@nterprises, organizations, natural persons;
b) applicant’'s confirmation of its/his/her ability engage in a certain type of activity on itshnés/
own responsibility;
c) protection of rights, legitimate interests, apdblic health, environmental protection, and
ensuring national security;
d) establishing a uniform manner of licensing ie térritory of the Republic of Moldova;
e) transparency of licensing.

(Art. 2 as amended by Law # 1179-XV of 28.06.2002)

Article 4. Criteria for Determining Licensed Typesof Activities

Licensed activities include those types of actgtiwhich, if carried out improperly, may prejudice
rights, legitimate interests, or health of indivad& environment, or national security, and which
cannot be regulated other than through licensing.

Article 5. Participants in the Licensing Process
The following shall be the licensing process pgtats:
a) Licensing Chamber
b) National Bank of Moldova
¢) National Securities Commission
d) National Agency for Energy Sector Regulation
e) National Agency for Telecommunications and Infatics Regulation
f) Television and Radio Steering Council
g) local public authorities, empowered authorityte Executive Committee of Gagauzia
h) central relevant public authorities
i) applicants
j) licensees.
(Art. 5 as amended by Law # 214-XV of 24.06.04ffact 06.08.04)
(Art. 5 as amended by Law # 203-XV of 15.05.08ffact 06.06.03)
(Art. 5 as amended by Law # 1179-XV of 28.06.2002)

218



Article 6. Licensing Authorities

(1) The Licensing Chamber is entitled to licensgety of activities specified in Article 8(1), except
items (43)-(55).

(2) Local public authorities of the second leviehde of the city of Balti and the empowered autiori
of the Executive Committee of Gagauzia are entitledicense types of activities specified in
items (53)-(55) of Article 8(1). They shall carrytathe licensing in compliance with this Law
based on the regulations approved by approprigtesentative body of the local government.

(Art. 6 as amended by Law # 262-XVI of 27.10.08ffiect 25.11.05)

(Art. 6 as amended by Law # 214-XV of 24.06.0éffact 06.08.04)

(Art. 6 as amended by Law # 250-XV of 19.06.08ffact 18.07.03)

(Art. 6 as amended by Law # 203-XV of 15.05.08ffact 06.06.03)

(Art. 6 as amended by Law # 1265-XV of 19.07.2002))

(Art. 6 as amended by Law # 1179-XV of 28.06.2002)

Article 7. Licensing Chamber

(1) The Licensing Chamber (hereinafter “Chambehglshave the status of a legal entity and a stamp
with the national coat of arms and its name. Tharber shall carry out its activity based on the
regulations approved by the Government.

(2) The Chamber shall have the following powers:
a) pursue the government policy and enforce licgnkgislation;
b) issue, re-register, suspend, renew, revokelittata licenses, issue copies and counterparts of
licenses;
c) jointly with central sectoral public authoritieend in coordination with the Ministry of
Economy
establish license conditions for specific typesafvities and prepare a list of additional
documents to be submitted by the applicant centifyis/his/her ability to engage in a specific
type of activity;
d) organize control over compliance with licensaditions by the licensees;
e) orders and keeps the license forms, keeps ttwdreof the forms, distributes them to the
licensing authorities, specified under art.5 iteénfjland controls their utilisation
f) issue instructions on elimination of violatiooklicense conditions;
g) maintain license files and a uniform licensdsey;
h) generalize licensing experience and make préposdmprove it.

(3) Decisions of the Chamber may be appealed int.cou

(Art. 6 as amended by Law # 214-XV of 24.06.0éffact 06.08.04)

(Art. 5 as amended by Law # 1179-XV of 28.06.2002)

Article 8. Types of Activities Subject to Licensing
(1) The following types of activities shall be seitdj to licensing:
1) audit activities;
2) activities related to the evaluation of reahtstand/or of merchandise expertise evaluation
3) stock exchange activity
4) insurance activities; activity relayed to themiwistration of the assets of the non-governmental
pensions funds;
5) activity of associations of savings and loanthefcitizens;
6) activity related to precious metals and gemwinshops functioning
7) activities related to gambling: organization @agrying out lotteries, running casinos, operating
cash slot machines, sweep-stakes during sportsetdiops;
8) import of ethyl alcohol, import and/or wholesalfeémported alcohol products and beer;
9) production of ethyl alcohol, alcohol productadebeer and/or storage and wholesale of ethyl
alcohol, alcohol products, and beer;
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10) import of tobacco products; import and/or pssieg of tobacco; production of tobacco
products and/or wholesale of tobacco products &felmented tobacco;

11) designing of fruit-growing, baccae and winevgrgy plantations, production and/or wholesale
of planting materials and seeds;

12) production, storage and marketing of biologisededing material (animals, semen material,
embryos, ovules, fish spaun larvae, bird and sitkmgoeggs) designed for reproduction;

13) veterinary and pharmaceutical activities and&terinary care (except activity carried out by
the

state veterinary service);

14) import and/or marketing of products designedfosto-sanitarian purposes and crop growth
stimulators;

15) auto transportation of passengers for publigpp@ses; international auto transportation of
merchandise;

16) activity related to the design of all types stfuctures, town planning and/or engineering
facilities and networks, reconstruction and restorework;

17) construction of buildings and/or engineeringilides and networks, reconstructions,
reinforcements, restorations;

18) extraction of mineral deposits and/or productmd bottling of mineral and natural drinking
water

19) drilling works (except technical surveying ionstruction);

20) topographic, geodesic, and cartographic aigsit

21)collection, storage, processing, marketing, expbremnants and wastes of ferrous and non-
ferrous metals, of used storage batteries, inalgiprocessed,;

22) activity related to the import, export, utilica, transportation, maintenance and storage of
sources of ionizing radiations and of radioactiveterials (inclusively of radioactive wastes)and to
the measuring of the ionizing radiation fields;

23) import and/or producing, storage, wholesale ketarg of toxic chemical substances and
materials, of chemical housekeeping materials amdlycts; production, import and/or export,
repeated export of substances harmful to the oztatus, as well as of equipment and products
containing such substances;

24) manufacturing and destruction of seals;

25)private detective or security ensuring activity;

26)assembling and/or adjusting, technical assistaf@utomated systems of fire signalization and
extinction, as well buildings smoke protection afdire alert;

27) import and/or export, marketing of weapons anthitions, repairs of organic, sports and/or
hunting, target shooting, decoration, collectiod aalf-defense guns;

28) import, storage and/or use of explosives (isigkly pyrotechnical materials), carrying out
explosive works;

29) import, export, elaboration, production and keting of cryptographic and technical means of
information protection, of special technical degictor hidden information gathering, service
rendering in the field of cryptographic and teclahiprotection of information (except for the
activity carried out by public authorities empowereith this right by law);

30) activity related to insolvency administration;

31) pharmaceutical activity, including with userarcotics and/or psychotropic remedies, carried
out by private pharmaceutical enterprises andtuigins; import and/or production of perfumery
and cosmetics products;

32)production, marketing, technical assistanceanamn and verification of medical technique and
optics products;

33) medical care provided by private medico-sayitastitutions;

34) activity in the area of genetics, microbiolagyd activities included in risk classes Il and IV,
carried put with genetically modified organisms;

35) employment of citizens in the country and/amald;
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36) tourism activity;
37) activities of private educational institutiom$ all levels, stages, and forms of training;
complementary education (extra-curriculum) andéorddults, except for those financed from the
state budget and local budgets;
38) activity of financial institutions and of cuney exchange units;
39) activities of professional participants in geurities market;
40)import and/or wholesale or retail trade in gespldiesel fuel, or liquefied gas;
41) production and/or supply, transmission, anttidistion of electric power;
42) supply and/or transportation and distributibnatural gas;
43) rendering local and/or long-distance and/agrimational fixed telephone services;
44) providing cellular and/or satellite mobile f@®ne services;
45) informatics service rendering;
46) construction and/or maintenance, operationcagation of television and radio stations and
cable networks;
47) activity in the area of television and radiodmicasting;
48) retail trade in alcoholic beverages and/ordaarb
49)retail trade in tobacco products;
50) grain storage activity, involving the issuaontgrain storage certificates;
(2) License for the activity specified under pdy). ifem 21) is issued according to the Law #787-XII
of March, 26, 1996 on secondary material resources.
(3) Types of activities not included in paragraphghall be carried out without a license.
(4) Licenses for other types of activities may obky introduced by introducing amendments and
additions to the list of activities subject to hatng as set in paragraph (1).
(Art. 8 as amended by Law # 34-XVI of 24.02.0¢ffiect 25.11.05)
(Art. 8 as amended by Law # 154-XVI of 21.07.0%ffiect 01.01.06)
(Art. 8 as amended by Law # 262-XVI of 27.100%8ffect 25.11.05)
(Art. 8 as amended by Law # 214-XV of 24.06.04ffact 06.08.04)
(Art. 8 as amended by Law # 87-XV of 25.03.04ffece23.04.04)
(Art. 8 as amended by Law # 333-XV of 24.07.08ffect 19.09.03)
(Art. 8 as amended by Law # 250-XV of 19.06.08ffect 18.07.03)
(Art. 8 as amended by Law # 203-XV of 15.05.08ffact 06.06.03)
(Art. 8 as amended by Law # 1265-XV of 19.07.2002)
(Art. 8 as amended by Law # 1179-XV of 28.06.2002)
(Art. 8 as amended by Law # 1114-XV of 06.06.2002

Article 9. License Contents

1. License forms are documents subject to strimb@ating. The forms designed according to a single
sample have accounting serial numbers and througtbers. The license form formats and annexes
thereto shall be approved by the Government.

2. The license shall specify the following:

a) name of the licensing authority;

b) license serial number, number, and issue date;

c) licensee’s name, organizational and legal fdegal address, enterprise or organization, legal or
natural person or the first name, the last nametlamdddress of the licensee natural person;

d) enterprise’s state registration date and nunfimmal code or series and number of the identity
document, fiscal code of the natural person;

e) type of activity (full or partial) for which theense is issued;

f) license duration;

g) signature of the Chamber head or his/her degartyfied by the seal of such authority.

3. The annex to the license is a constituent pattsaall specify all license conditions.

(Art. 9 as amended by Law # 1179-XV of 28.06.2002)
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Article 10. Documents Necessary to Obtain a License

(1) In order to obtain a license, an enterprise agan or his/her authorized person or directly the
natural person shall file with the Chamber an apion in the established format, specifying the
following:

a) enterprise’s name, organizational and legal fdegal address, residence, fiscal code of the
enterprise or of the organization or the name, shame and the fiscal code of the natural
person;

b) type of activity (full or partial) for which thapplicant intends to obtain a license;

¢) location of branches and other stand-alone idivisof the enterprise or the organization, which
will carry out the activity under a license;

d) applicant’s confirmation of his/her ability tagage, on his/her responsibility, in a certain type
of activity and authenticity of filed documents.

(2) The following shall be attached to the liceapelication:

a) copy of the enterprise’s or organization’'s dedie of state registration or of the identity
document of the natural person;

b) additional documents, as per the list stipuldmgdhrticle 7 par.(2) it.(c). Original documents or
copies with the presentation of originals for \iedfion, shall be submitted. Copies on electronic
carriers can support the documents.

(3) No other documents, except those specifiedhizyArticle, may be requested.

(4) License application and documents attachecetbeshall be accepted based on an inventory, a
copy of which specifying documents receipt date eedified by the signature of a responsible
person shall be forwarded (handed in) to the agptic

(5) The license application shall not be considénetie following events:

a) the application was submitted or signed by agrewithout appropriate authorization;
b) documents are executed in violation of the neguoents set forth in this Article.

(6) The applicant shall receive written notice ohrconsideration of the license application spéogy
grounds for it and within the time frame envisioriedlicense issuance.

(7) Following the elimination of reasons that sehas the grounds for non-consideration of the
license application, the applicant may submit a fieense application, which shall be considered
in the established manner.

(Art.10 modified by Law #214- XV of 24.06.04, fie&f06.08.04)

(Art.10 modified by Law #1179- XV of 28.06.2002)

Article 11. Decision to Issue a License or Deny itssue

(1) The Chamber shall make a decision to issueeadie or deny its issue within not more than fiftee
business days from the license application andtethed documents filing date.

(2) Written notice of license issuance decisiore¢Hying bank particulars and license fee), ornse
deny decision shall be forwarded (handed in) toagy@icant within not more than three business
days from the decision date.

(3) The following shall serve as grounds for degylinense issuance:

a) unauthentic data in the documents filed by pieant;
b) applicant’s failure to comply, according to thecuments filed, with the license conditions.

(4) If license issuance is denied on the grounddetdcted unauthentic data in the documents fijed b
the applicant, the applicant may file another lgapplication not earlier that three months from
the license denial decision date.

(5) If license issuance is denied on the groundthefapplicant’s failure to comply with the license
conditions, the applicant may file another liceapgplication following the elimination of reasons
which served as grounds for license issue denial.

Article 12. License Scope
(1) Licenses issued by the Chamber shall be valitle entire territory of the Republic of Moldova.
(2) Licenses issued by local public authoritiedldiwvalid in the territory within their jurisdiidn.
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(3) Licenses obtained in the Republic of Moldovalklalso be valid outside of the Republic of
Moldova in accordance with the international agreets to which the Republic of Moldova is a
party.

(4) Licenses issued by licensing authorities frdsmoad are valid on the territory of the Republic of
Moldova also, in accordance with the internaticagteements to which the Republic of Moldova
is a party.

(Art. 12 as amended by Law #1542-XV of 13.12.200fect 31.12.2002)

Article 13. License Term of Validity

(1) License shall be issued for five years witheptions envisioned by paragraph (2).

(2) For types of activities provided for in ArticRpar.(1) it. 7), 8), 10), 48) and 49) licensellsha
issued for one year, and for types of activity #ptin Article 8 par.(1) it. 9), license shall be
issued for three years, with annual specificatioiits contents of the term for which the license
fee was paid, and for types of activity specifiedit.8 par.1 it.41 and 42 — for up to 25 years.

(Art. 13 as amended by Law # 262-XVI of 27.10.2008ffect 25.11.2005)

(Art. 13 as amended by Law # 214-XV of 24.06.04ffact 06.08.04)

(Art. 13 as amended by Law # 454-XV of 14.11.08ffact 06.02.04)

(Art. 13 as amended by Law # 250-XV of 19.06.08ffact 18.07.03)

(Art. 13 as amended by Law # 149-XV of 27.03.08ffact 25.04.03)

(Art. 13 as amended by Law # 1179-XV of 28.06.2002)

Article 14. License Issuance

(1) License shall be executed within three busirdesgs from the day of receipt of a document
confirming the license fee payment. A mark on tbeeipt date of the document confirming the
license fee payment shall be made on the invemiodpcuments accepted from the applicant.

(2) If the applicant fails to file the document fioming the license fee payment or fails to requbst
executed license within thirty days from the ddtte hotice of the license issuance decision was
sent (handed in), the Chamber is entitled to refiealicense issuance decision or invalidate such
license.

(3) For each branch office and any other standeatbwision of the licensee where the activity viadl
carried out under the obtained license, authorizagies of the license shall be issued to the
licensee. The license copies shall confirm thetrafhthe branch office or any other stand-alone
division of the licensee to engage in activitiedemthe obtained license.

(4) If the licensee establishes a new branch officether stand-alone division that will carry olé
activity as per the obtained license, the licenisebliged to file with the Chamber an application
for a license copy and the documents envisionedirbgle 10(2)(b).

(5) In the event of liquidation of a branch offioe other stand-alone division of the licensee that
carried out its activity as per the obtained liegreg if they terminate such activity, the licensee
obliged to submit a respective written notice te @hamber within seven business days from the
liquidation or activity termination date. Appropgsamendments shall be introduced in the license
registry not later than the next business day fahg the date of such notice.

(6) If the licensee intends to carry out the typadivity indicated in the license following its@iry,
it/he/she is obliged to obtain a new license inrtfaner established by this law. The new license
shall be issued not earlier than the last busidagf validity of the previous license.

(7) The licensee may not transfer the licensesocapy to another party.

Article 15. License Re-registration

(1) Change in licensee’s name or other data cosdaim the license shall serve as grounds for lieens
reregistration.

(2) If grounds arise to re-register the licensehimiten business days the licensee is obligedldo f
with the Chamber an application for license reswgtion along with the license subject to re-
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registration and the documents (or their copiegompanied by originals for verification)
confirming such changes.

(3) Within ten business days from the license ggsteation application and attached documentsdilin
date, the Chamber shall adopt a decision regattimge-registration o f the license, and in case of
finding violations specified in art.20, par. (1)daart.21, par. (1) and (2) — the decision regarding
the suspension of the license or its revocatiore fidiregistered license is issued on the same
form, or, as necessary, on a new form, taking axtoount the modifications specified in the
application; at the same time are issued necessaigd of the license.

(4) The duration of re-registered license may xoeed the duration indicated in the previous lieens

(5) In the event of license re-registration, whiea te-registered license is issued on a new fdme, t
Chamber shall make a decision to invalidate thevipus license and introduce respective
amendments to the license registry not later thenfollowing business day after the decision
date.

(6) During review of the license re-registrationpbgation the licensee may continue its/his/her
activity based on the certificate issued by thertlber.

(7) License which was not re-registered within a gariod shall be invalid.

(Art. 15 as amended by Law # 214-XV of 24.06.04ffact 06.08.04)

Article 16. Changes in Data Specified in the Documés Attached to the License Application

(1) The licensee is obliged to notify the Chamb=a all changes in data specified in the documents
attached to the license application. The noticd dleasubmitted in writing within ten business days
following the change, along with original documermts copies, with the presentation of the
originals for verification, confirming such changes

(2) Based on documents submitted the Chamber m&g edecision to suspend the license.

(Art. 16 as amended by Law # 214-XV of 24.06.04ffact 06.08.04)

Article 17. License Counterpart Issuance

(1) License loss or damage shall serve as the deolam issuing a license counterpart.

(2) If the license is lost, the licensee shall fileth the Chamber, within 15 working days, an
application for license counterpart.

(3) If the license is damaged and cannot be udesl, licensee shall file with the Chamber an
application for license counterpart together wite tamaged license.

(4) The Chamber is obliged to issue a license @patt within three business days from the filing
date of the license counterpart application.

(5) The validity term of license counterpart may esceed the validity term specified in the lost or
damaged license.

(6) If the license counterpart is issued, the Chammthall make a decision to invalidate lost or
damaged license and enter respective amendmetitge tacense registry not later than the next
business day following the decision.

(7) During review of the license counterpart amgtiien the licensee may continue its/his/her agtivit
based on the certificate issued by the Chamber.

(Art. 17 as amended by Law # 214-XV of 24.06.04ffact 06.08.04)

Article 18. License Fee

(1) The license fee is Mdl 2,500, with exceptionsisioned by paragraphs (2), (3), (6), (7). License
fee for pharmaceutical units in rural locationidl 1,800.

(2) For license applicants registered up to one petore the date of filling the application ofditse
issue, the fee is 50% from the fee specified upder(1).

(3) The license fee for types of activities prodder in Article 8 par.(1) it. 48) and 49) is Md2Q0.

(4) The license fee for types of activity specifigtder art. 8, par. (1), it. 7)-10) and 40) shallgaid
annually , according to the annex to the presemt la
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(5) The license fee for types of activity specifigader art. 8, par. (1), it. 7)-10) and 40) shallpgaid
separately for each component of the type of agtigiccording to the fees set by the annex to the
present law.

(6) The license fee for mobile telephone serviced #ong-distance and/or international fixed
telephone services is set by the Government arltllshaot less than a cash equivalent of US$ 1
min. The decision of the National Regulatory Ageirtylelecommunications and Informatics to
issue such a license shall be published in the@ffGazette of the Republic of Moldova.

(7) The license fee for the type of activity spedfunder art.8, par.(1), it.50 shall not be cdédc

(8) The license fee for types of activity specifignter art. 8, par. (1), it.9 is paid separatetyefach
year of license validity: upon the issuing of tiehse and upon the expiration of each year from
the date of license issue, according to the anfeelset under it.2 in the annex. In the same
manner is paid the fee for the license copy configrhe right of the branch office or any other
stand-alone division of the licensee to engagefiivities under the obtained license.

(9) License re-registration and license copy fesld¥e set at 10 percent, but not more than Mdl 450
and license counterpart fee — Mdl 450.

(10) License re-registration and license copy feallsnot be collected when including units of
transportation in and/or exclusion of these from #mnex to the license for the type of activity
specified under art.8 par.(1), it.15).

(11) The license fees sums shall be transferredetate budget, exception for the types of dgtivi
specified under art.8 par.(1) it. 48) and 49) Mibich the license fees sums are transferred td loca
budget of first-level administrative-territorial ity on the territory of which the licensee resjdes
and the sums of the fees for the issuance of d@attbrcopies of these licenses are transferred to
local budgets of first-level administrative-terried units, on the territory of which branches or
other stand-alone subdivisions of the licensealegsivhere will be carried out the activity under
the obtained license.

(Art. 18 as amended by Law # 291-XVI of 06.10.2006ffect 27.10.2006)

(Art. 18 as amended by Law # 34-XVI of 24.02.0&ffect 19.05.06)

(Art. 18 as amended by Law # 154-XVI of 21.07 9%ffiect 01.01.06)

(Art. 18 as amended by Law # 262-XVI of 27.1010%ffiect 25.11.05)

(Art. 18 as amended by Law # 214-XV of 24.06.04ffact 06.08.04)

(Art. 18 as amended by Law # 454-XV of 14.11.08ffact 06.02.04)

(Art. 18 as amended by Law # 430-XV of 31.10.08ffact 01.01.04)

(Art. 18 as amended by Law # 250-XV of 19.06.08ffact 18.07.03)

(Art. 18 as amended by Law # 149-XV of 27.03.08ffact 25.04.03)

(Art. 18 as amended by Law # 1265-XV of 19.07.02)

(Art. 18 as amended by Law # 1179-XV of 28.06.2002)

Article 19. Licensing Control

(1) Scheduled controls (not more than once perndaleyear) over compliance with the license
conditions by the licensees shall be exercisechbyGhamber jointly with central sectoral public
authorities, unscheduled controls — by the Charmahédr as necessary, jointly with the mentioned
authorities.

(2) Unscheduled controls shall only be carried @utthe grounds of written statements of license
conditions violation by the licensee or with a viewexamining fulfillment of the instructions to
eliminate license conditions violations.

(3) When compliance with license conditions is eesd the licensee shall submit all necessary
information and documents and ensure conditiongffecting the control.

(4) Based on the control results, a control actl dleadrafted in two originals, of which one shiaé
forwarded (handed in) to the licensee and the oshetl be kept at the Chamber. In case of
disagreement with the results of the control, tbenisee, within 5 business days from the date of
the control act, can provide written explanation ho$ disagreement, attaching the relevant
documents.
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(5) If license conditions violations are detecteithin 15 business days from the control act daee t
Chamber shall issue instructions to eliminate thwlations and a warning about possible
suspension or revocation of the license if detestietations are not eliminated within a set
deadline.

(6) The licensee that received instructions to iglate the license conditions violations shall sutimi
the Chamber information about elimination of thelaiions within the deadline set by the
instructions.

(7) State control authorities, sectoral centrallipuduthorities, as well as local public authostién
case of detection of violation of licensing coratii$, are obliged to notify the Chamber, providing
the relevant documents. The Chamber, on the base@rovided documents, issues within 15
business days, instructions to eliminate the \iotest of the licensing conditions, and in case of
detection of violations specified under ert.20 @d@rand art.21 par. (1) and (2), suspends or
revokes the license.

(Art. 19 as amended by Law # 214-XV of 24.06.04ffact 06.08.04)

Article 20. License Suspension and Renewal

(1) The following shall serve as grounds for licessispension:

a) licensee’s failure to fulfill the instructions éliminate license conditions violations withiset
deadline;
b) licensee’s partial or temporary loss of abitdycarry out licensed type of activity;

(2) The Chamber shall make a decision to suspemdidbnse within three business days and notify
the licensee thereof not later than three busimzss following the decision. The license
suspensio period may not exceed six months.

(3) The licensee is obliged to inform the Chamlimewriting about elimination of circumstances that
entailed the license suspension.

(4) The Chamber shall make a decision to renewemdie within three business days and notify the
licensee thereof not later than three business fidigaving the receipt of the respective notice
and verification of the elimination of circumstasdbat entailed the license suspension.

(5) The license duration shall not be extendedguspension period.

(Art. 20 as amended by Law # 1179-XV of 28.06.2002)

Article 21. License revocation

(1) The following shall serve as grounds for liceeancellation:
a) licensee's application for license revocation;
b) decision to cancel state registration of licenseterprise;
c) the failure of the licensee to discharge itg¢ft@s obligation to the consolidated budget and to
the budget of state social insurances;
d) unauthentic data was detected in the documiedstor license issuance;
e) detection of the fact of transferring the licerw its copy to another party with a view to
carrying out the licensed type of activity;
f) detected failure to submit within a set deadlmeotice of changes in data specified in the
documents attached to the license application;
g) failure to eliminate within a set deadline tlreemstances that entailed license suspension;
h) repeated failure to fulfill the instructionsebminate license conditions violations.
i) failure of annual or three-months fee paymerithiww a set deadline;
j) illicit carrying out by the licensee of other taty/activities subject to licensing, without
holding the relevant license;
k) carrying out by the branch and/or other starmmh@lsubdivision of the licensee of the activity
under license without the authorized license copy;
) failure of the licensee, within the set deadliteesubmit application for counterpart issuance of
lost or damaged license;

(2) The license shall also be revoked in other evenvisioned by laws.
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(3) The Chamber shall make a decision on licengecation within 15 business days from the date
the grounds for doing so were established and htitg the licensee’s notice specifying grounds
for revocation not later than three business dajswing the decision date.

(4) An entry on the license cancellation decisiatecand number shall be made in the license rggistr
not later than the next business day after thesaecdate.

(5) The license fee shall not be reimbursed iflitense is revoked.

(6) The licensee whose license was revoked can is@mother license issuance application for the
same type of activity only upon expiration of 6 rtftmfrom the date the revoked license was
submitted to the Chamber, except for the caseslatenl by other legislative acts.

(7) For the violation specified under par. (1)Jit. the licensee will be subject to the revocatiball
hold licenses;

(8) The procedure set under art.19, par.5 is nplicgble in case of license revocation on the gdsun
of violations stipulated under par. (1), it. A)dnd j)- I), as well as in case the licenses were
revoked on the grounds of par. (2) of the preseitia

(9) The licensee is obliged, within 10 businesssdiaym the revocation decision date, to submit the
revoked license to the Chamber.

(Art. 21 as amended by Law # 262-XVI of 27.10.2008ffect 25.11.05)

(Art. 21 as amended by Law # 214-XV of 24.06.04ffact 06.08.04)

(Art. 21 as amended by Law # 176-XV of 03.06.04ffact 09.07.04)

(Art. 21 as amended by Law # 454-XV of 14.11.08ffact 06.02.04)

(Art. 21 as amended by Law # 1179-XV of 28.06.02)

Article 22. Licensing-Related Clerical Work

(1) The Chamber shall create a license file foheaterprise, organization, natural person applying
for a license and maintain applications and isslimhses registry for each licensed type of
activity.

(2) All documents received from the licensee angdie® of Chamber’'s decisions and instructions
regarding the licensee shall be kept in the licen§ie.

(3) Applications and issued licenses registry shadicify data about the applicant, documents receip
date, the Chamber’s decisions date and humbenskcissuance date and signature of the person
that received the license.

(4) The Chamber shall create and maintain a siiggase registry for each licensed type of activity

(5) The following shall be entered in the singtelise registry:

a) name of licensing authority;

b) licensee data;

c) type of licensed activity;

d) license issuance decision date and number;

e) license serial number, number, and issuance date

f) license term of validity;

g) information about license re-registration, cepend counterparts;

h) grounds for and date and number of instructiorediminate license conditions violations;
i) grounds for and date and number of license suspr and renewal decision;
j) grounds for and date and number of license ratvog decision;

k) grounds for and date and number of license idatibn decision.

(6) Licensing authorities shall maintain their hse registries and provide to the Chamber infoionati
to ensure maintenance of a single license registry.

(7) The information contained in license registseall be transparent. Extracts from the regidtgils
be issued for a Mdl 50 fee payable to the statgéud

(8) Public authorities shall be exempt from thettise registry user fee.

(Art. 22 as amended by Law # 1179-XV of 28.06.02)

Article 23. Final and Transitional Provisions
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(1) This Law shall take effect six months fromptsblication date.
(2) Within six months the Government shall:
- submit to the Parliament proposals on bringingesu legislation in line with this Law;
- bring its normative acts in compliance with thésw;
- ensure revision and cancellation by ministried departments of their normative acts that
conflict with this Law;
- adopt normative acts necessary for implementatfdahis Law.

(3) Licenses issued prior to effectiveness of tiaiw shall be considered valid until their expiry.

(4) Licenses for types of activities not envisiofwycthis Law shall be deemed invalid.

(5) From the effective date of this Law, Law onéising Some Types of Activities No. 332-XIV of
March 26, 1999 shall be deemed repealed.

(6) Temporarily, till December 31 2003, the datecoinplete liberalization of the telecommunication
market, local fixed telephone services, stipulateder art. 8, par. (1) it. 51), shall be rendergd b
operators throughout the country, except for Chisimnd centers of raions, reserved to the
national telecommunication operator — Joint stamkijgany “Moldtelecom”,

(7) The Government shall revise the licensing cmiaé and the list of additional documents
necessary for license obtaining for types of aftithat were modified.

(Art. 23 as amended by Law # 214-XV of 24.06.04ffact 06.08.04)

(Art. 23 as amended by Law # 482-XV of 04.12.08ffact 01.01.04)

(Art. 23 as amended by Law # 250-XV of 19.06.08ffact 18.07.03)

(Art. 23 as amended by Law # 149-XV of 27.03.08ffact 25.04.03)

(Art. 23 as amended by Law # 1044-XV of 08.05.2002)

Eugenia Ostapciuc

Chairperson of Parliament

Chisinau, July 30, 2001

No. 451-XV

Law on the National Bank of Moldova No 548-Xl111 21 July 1995 (excerpt)

Article 36. Secrecy

(1) No person who serves or has served as a meohitiee Council of Administration or staff, shall,
in a manner unauthorized by Law:
a) permit access to, disclose, or publicize nonlipuilmaterial information which he or she
obtained in the performance of his or her Nati®eatk duties;
b) use such information, or allow such informatiorbe used, for personal gain.

(2) Persons described in paragraph (1) may dischasepublic material information outside the
National Bank but only if:
a) in accordance with the express or implied caneéthe person about whom the information
relates;
b) in performance of a duty to the public to malkeidsure, including on the order of a court or
other person of competent authority if providedhoy Law;
c) to the external auditors;
d) to the demand of the Court of Accounts;
e) to foreign financial institution supervisory hatities;
f) where the interest of the National Bank itsalfegal proceedings requires disclosure.
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Law on the Securities Market (No. 199-X1V of 18.1998)

The Parliament of the Republic of Moldova adopis taw.
SECTION I. GENERAL PROVISIONS
Chapter 1. Relations Governed by this Law

Article 1. Jurisdiction of this Law

(1) This Law shall govern relations arising frone tlssuance and circulation of securities within the
territory of the Republic of Moldova, establish geal provisions on professional activity in the
securities markets, stipulate measures for pratedf investors’ interests, and determine liability
for violations in the securities markets.

(2) Subjects of the present Law are:
(a) National Commission for Securities, here-artdrafeferred to as the National Commission,
which is an authority of the public administrati@uthorized to administrate the securities market
and to implement the present Law. It acts pursuanthe Law on the National Securities
Commission;
(b) issuers, participants, including professioratipipants of the securities market.

Article 2. Scope of this Law
(1) This Law shall apply to any securities that@mamently have all of the following characteristics
a) are placed by issues;
b) belong to a certain class;
c) have equal terms of exercising the rights gedithereby within a single class irrespective of
the security issue and time of their acquisitiord a
d) can circulate in the securities markets purst@stipulations of the present law.
(2) Terms and manner of securities issuance in fofndeposit certificate, economy certificates,
promissory notes are regulated by the presentbgvether normative acts and is established by
the National Bank of Moldova.

Article 3. Major Definitions
For the purposes of this Law, the following terrhalsbe used:
Exchange activity in the securities markets(hereinafter referred to as exchange activityans
organization of trading in the securities markegsniieans of creating the infrastructure (premises,
equipment, systems and devises) and providing casvivhich directly contribute to performing the
civil and legal transactions in securities among #ecurities market participants. The exchange
activity shall be carried out by the Stock Exchange
Investment managemenis the exercise by a legal entity of fiduciary mgement over transferred to
it under a corresponding agreement of the following

a) securities;

b) cash designated for investment in securitied; an

c) securities and cash generated in the procdsiuafary management of securities.
Brokerage activity means conducting buy-sell transactions in seesritas a trustee or a
commissioner acting under a trust agreement ormangssion agreement, and under a proxy for
engaging in such transactions in the event thatreference to the powers of the trustee or
commissioner are made in the agreement.
Clearing activity is activity undertaken by professional participantthe securities market, that is,
collection, comparison, and adjustment of inforimation buy-sell securities transactions and
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preparing the documentation for transactions exacuas well as accounting of mutual obligations on
delivery of securities and settlement thereof.

Dealer activity means dealing in purchasing securities on onefs lwehalf and at one's expense for
their further resale for profit-generating purposes

Depository activity means providing services on safekeeping of securdrtificates and/or
registration of depositors' rights to securities.

Maintenance of security owner registry is collection, registration, processing, storaged
submission of data representing the system of exa@mice of the registry of security owners.
Underwriting activity is activity carried out on behalf of an issuer ioitial public offering and
placement of issuer's securities.

Cancellation of securitiesis a set of the issuer's actions on redemptiofoamigstruction of securities
in the manner established in this Law and otheulegmns.

Securities circulation is a transfer and registration of the ownershghtriin the securities which
results from the conclusion of a transaction ofrthay-sale, exchange, gifting, inheritance, loamd
other civil and legal transactions.

Class of securitieds the aggregate of securities of one issuer &nthe type providing equal amount
of rights to their owners and having the same mijstishing characteristics (preferences and
restrictions). All securities of one class irredpeax of their issue shall have one state registrati
number.

Securities consolidationis replacement of all the securities of a givasslwith a smaller number of
securities with a pro rata decrease in the numbell owners' securities. If securities have a nuahi
value, its proportional increase shall ensue froendonsolidation .

Model-contract - model of contract approved by the National Comioisfor basic services provided
to the securities market participants. Terms ofcthrtract are compulsory for contract parties aagt m
be added other terms, which do not contradict tipelated rules;

Securities conversionis withdrawal from the circulation and cancellatiby an issuer of all the
securities of one class by exchanging them for riéesl of another class of the issuer in question
(provided this is stipulated in the decision ou#se of the securities ) or other issuer's séesifin
the event of the issuer reorganization).

Securities denominationis a change in the nominal value of all securitifa class in question. Split
or consolidation of securities may ensue from teatnination.

Depositor - a person who benefits from depository services;

Holder of nominal securities (here-and-after refered to as the nominal holder)- professional
participant on securities market, which holds, tsmiame, securities at request of the securitieseow
or other nominal holders, not being the owner efdiven securities;

Information disclosure in the securities market(here-and-after — disclosure) is ensuring acoess t
it of all interested persons in a manner which goses finding and obtaining the information
regardless of one's purposes.

Transfer instruction is an instruction of a registered person or aroffegson stipulated in the
legislation (in the event of gifting, bequeathingcurities, transferring the ownership rights in
securities in the manner of fulfilling the obligatis secured with the securities collateral, anctfirer
cases stipulated in the legislation) on transfesvafiership right in securities to another persqrgsil

in the event of securities placement - an instounctf the issuer or its underwriter on the seasiti
transfer to their original owners.

Securities issuancere the actions established by this Law that $keer undertakes with the aim of
placing the securities.

Issueris a legal person or a public authority which esssgecurities and bears on its behalf obligations
to the security owners with regard to exercisenefrights verified by the securities.

Extract from a share registry system of security owers (here-and-after referred to as a registry
extract) is a document issued by a registry kegparegistered person or a person acting on ftalbe
with the indication of a registered person, nundfets personal account, number of securities chea
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class in the account as of the moment of issuiagettiract, facts of their incumbrance with lialék,
and other information relevant for the securitiegistered in the system as of the day of issuieg th
share registry extract.
Split of securitiesis issuance of an additional number of securifes class in question and their free
placement on a pro rata basis among all the owHesscurities have a nominal value their splitlsha
be accompanied by its proportional decrease (sfitit denomination).
Inside information is information about the issuer and securitiesadsthereby which places the
persons that have such information in an advanteg@osition compared to other subjects of the
securities markets or which can affect the markieepf the securities.
Insiders are persons that have access to the issuer's imétmation.
Manipulation in the securities marketsis creating a semblance of active trading in theusties
market by means of buying and/or selling securitiessing other means and facilities for the puepos
of increasing or decreasing, supporting or de-ktaiy the market price (rate) of securities.
State registration numberis a letter-and-digit code that identifies a sfiedlass of securities and is
assigned by the National Commission in the mansiabéshed thereby.
Public offering of securitiesis an offering of securities of a certain clasgied out in at least one of
the following manners:
a) publication of an announcement in mass medieseaddd to an unidentified number of persons;
b) a proposal to transfer the ownership in se@asitif a given class addressed to more than 100
persons; and
c) transfer of ownership in securities of a giviass to more than 50 persons.
Tender offer is an offer made by a person (here-and-after deir) and sent out to the owners of
voting shares of a joint-stock company on purcHes@ them not less than 25 per cent of the total
number of shares or the number of shares which alliw the tenderer to gain control over the
company. The offer shall be made by means of masdian mail, or other means of mass
communication with the shareholders.
Self-regulatory organization of professional partigpants in the securities market(here-and-after -
self-regulatory organization) is a voluntary amaigéion of professional securities market
participants operating in compliance with the ligisn and on principles of a non-profit organipati
in compliance with the present law and other noireacts.
Professional securities market participantsare the undertakings (legal entities) that areagad in
one or several kinds of professional activitiethie securities market.
Registered personis an owner of a registered security registeredthie system of registry
maintenance for owners of registered securities.
Affiliated persons of an individual or a legal entiy:
a) members of a nuclear and extended family ohdividual,
b) members of the Surveillance Council, Board akbliors, management, auditing commission, or
other similar bodies of the undertaking (individoak legal entity), and its other officers;
c¢) persons controlling this individual or legal ignt
d) undertakings controlled by the individual or tegal entity;
e) persons who, together with this individual gydkentity, are controlled by a third person.
f) persons acting on behalf of this individual loe tegal entity
g) persons on whose behalf this individual or legslty acts; and
h) undertakings whose affiliation is demonstratgdhe National Commission or a legal body;
Securities market- market where issuance, placement and circulaticecurities takes place;
Primary securities market is a market at which securities are placed.
Secondary securities markets a market at which securities circulate.
Placement of securitiess the alienation of securities by the issuehgirtoriginal owners.
Control is ability to have a decisive influence on theisiens of a certain individual or a legal entity.
Any person owning more than 25 percent of the gpsinares (stake) of an enterprise, is considered to
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be the person controlling this enterprise unlessnidimed person proves otherwise. Any person who
owns not more than 25 percent of the voting shéstkes) of the enterprise is considered to be a
person not controlling the enterprise unless thigodal Commission or court proves otherwise.
Public offering prospectusis an issuer's document enabling an investor taimtihe information
necessary for making a decision on purchase oélisssecurities placed by means of public offering.
Moldovan depository receiptis a derivative security issued by an issuer tegagl in the Republic of
Moldova and certifying the ownership right of itsrer in one or several foreign securities.
State securities registryis a registry of securities to which a state regi®on number is assigned, is
executed by the National Commission pursuantipsiigitions;
Registry of registered security ownerghere-and-after — registry) is a list of registepersons with
a number of securities registered in their nameenmgu as of any date separately for each class of
securities and allowing to identify the persons Hrelnumber and class of securities they own, which
performs for the following functions:
a) identification of registered persons;
b) registration of rights of registered personsenurities registered in their name;
c) execution of transfer instructions;
d) obtaining from the registered persons and segnitiem information, including extracts from the
registry maintenance system;
e) collection and keeping of information (withinetlset deadline) on all the facts and documents
necessitating changes in the registry maintenaystera, and on all the registry keeper's actions on
introducing the amendments; and
f) describing the class of securities for which tégistry of their owners is maintained.
Type of securitiesis the aggregate of securities (shares, bonds) atthorizing one type of
proprietary rights and personal non-proprietarptsgelated thereto.
Security means a document verifying the proprietary andteel thereto personal non-proprietary
rights of one person with respect to another whickly not be exercised or delegated without
presentation of a specified document or withoutrgan appropriate entry in the registry of sequrit
owners or in the records of a nominee of the sdesri
Derivative securitiesare securities the value of which depends on #ieevof other securities or
instruments related to securities.
Government securitiesis a form of government debt in the form of a $har long-term loan
agreement in the national or other legal currenefwben the Republic of Moldova acting as a
borrower and physical persons and legal entitisageas a lender.
Bearer securities are securities which do not specify the nameeftittf the owner. No bearer
securities registry shall be maintained; and temsf rights in the securities and exercise ofrtgets
do not require the identification of their owner.
Materialized securities are securities existing in the form of isolatedtenal documents (security
certificates). The materialized securities owneridsntified by presentation of a duly drawn-up
security certificate, or on the basis of an entrythe records of a nominee in the event that the
securities are transferred to the latter.
Dematerialized securitiesare securities existing in the form of an entryaotounts. The owner of
dematerialized securities shall be identified om Ibasis of an entry in the share registry mainteman
system of their owners, or in the records of a ma@iin the event that the securities are transféoe
the latter.
Registered securitiesare securities which contain the name (title)hafit owner. Transfer of rights in
the securities and exercise of rights verified bgn require the identification of their owner on a
mandatory basis.
Foreign securitiesare securities of the issuers registered in citates.
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SECTION II. SECURITIES
Chapter 2. Fundamental Provisions on Securities

Article 4. Form of Securities

(1) Securities shall be issued in the followingnfist
a) materialized registered securities;

b) materialized bearer securities; and
¢) dematerialized registered securities.

(2) Securities of joint-stock companies and denwst there from can be only registered ones.

(3) Securities of one class shall be issued informa.

(4) The form of securities shall be decided uponth®y issuer and specified in the decision on the
securities issuance, and in the cases envisiondtieirlegislation, also in the public offering
prospectus. and/or in the statutory documentseoisuer.

(5) The form of securities can be changed as deédigeissuer's management body which passed the
resolution on the securities issuance, and it carddne only with consent of majority of the
owners of the securities of this class and onlgrafhe registration of this decision with the
National Commission.

(6) Any proprietary or related there to personah-pooprietary rights certified in the materialized
dematerialized form, irrespective of their namesidbe recognized as securities which are subject
to the regulation by this Law, provided the terms aonditions of their issuance and circulation
meet the set of characteristics of a security §ipéeldin Article 2 line (1) of this Law.

Article 5. Materialized Securities

(1) Materialized securities shall be released witoulation in the form of certificates which ateet
instruments confirming the rights verified by asety.

(2) A security certificate shall contain the follmg mandatory requisites:

a) full name of the issuer and its legal address;

b) type and class of securities certified by theifoeate;

C) state registration number of the security;

d) restrictions on the alienation of securitiesagify);

e) the issuer's obligation to ensure the owneghtsi provided the owner complies with the
legislation;

f) number of securities certified by the certifieat

g) reference as to whether the securities areteggis or bearer ones;

h) full name of the owner (for the certificatesrefistered securities);

i) certificate ordinal number;

j) issuer's stamp;

k) signatures (facsimiles of the signatures) ofitlseers’ managers and the signature of the person
who has issued the certificate; and

1) other information envisioned by the legislatfona specific type of securities.

(3) One certificate can certify the right in oneyaral or all the materialized securities of oressl
However, one materialized security can be certifigadne certificate only.

(4) The total number of securities specified intlél certificates released into circulation by igsier
shall not exceed the number of securities spedifiéde decision on the securities issuance.

(5) The issuer shall be held responsible for inist@scy of the information contained in the segurit
certificate with the information specified in theaision on the securities issuance as set forth in
law.

(6) Materialized securities include at least 1Celsewof adulteration protection, certified by then@al
Laboratory of Scientific Research in Legal Expertigthin the Ministry of Justice.

233



Article 6. Dematerialized registered securities

(1) Dematerialized registered securities repregbat entries on personal accounts of registered
persons, including on mediums.

(2) For dematerialized registered securities theud@nts, which confirm their right, certified by
securities is the decision on the securities issei@md extract from a registry.

Article 7. Registry

(1) Issuer of registered securities shall ensugenthintenance of the registry of their owners ftbm
day of the securities placement opening, and irettent of the securities issuance in the process
of the issuer foundation, within a month from ttagy @f the issuer's state registration.

(2) Issuers with more than 50 registered holdagistered in the registry of registered security exgn
of a certain class shall delegate the maintenafdbeoregistry to an independent registrar by
entering into an appropriate agreement therewith.

(3) Transfer of the registry maintenance to an pathelent registrar does not relieve the issuer tram
responsibility for its maintenance and storage.

(4) The issuer is prohibited from transferring thegistry maintenance to several independent
registrars at a time.

(5) Changes in the registry maintenance systeraatifig the transfer of ownership rights in secesiti
shall be entered by the registry keeper on theshafsa transfer instruction. When materialized
securities are issued a security certificate dfathiso presented.

(6) Refusal to make entries in the share registayntenance system or evasion from making such
entries can be appealed against in the court.

(7) At the first request the registry keeper spativide the following:

a) to the registered person or the person actintsdoehalf extract from a registry, pursuant te th
procedure stipulated by the National Commissiod; an

b) registered person or person acting on behaif ahd holds at least 25% securities - data on
name (surname) and addresses of persons regigtetteel registry for the class of securities they
belong to. This data is presented pursuant to #enrrequest and exclusively with the aim of
convening shareholders or securities holders mgefira specific class or with the aim to present
tender offering pursuant to the present law.

(8) Extract from a registry shall be issued bygistey keeper:

a) gratis — when introducing amendments in thestegimaintenance system in the manner set
forth by this Law; and
b) for a fee — in other cases.

(9) Extract from a registry on a personal account aegistered person shall be provided when
amendments are introduced in the registry maintsnaypstem (the account is set up), and later on
-- at the request of the person within five days.

(10) A registry extract is not a security and remsfer from one person to another does not ethigil
transfer of ownership rights in securities.

(11) Losses caused by improper use of data spedifiparagraph 7(b) shall be reimbursed for in the
manner stipulated in civil law by a person to whilch data was provided by the registry keeper.

(12) A legal action for damage reimbursement camroeght against a person who has violated the
maintenance procedure of the registry system, tbeepgure of drawing up and submitting the
reports (to the issuer, an independent registrag wominee), including for lost profit resulting
from impossibility to exercise the rights certifibg the securities.

(13) The maintenance procedure, requirements tordgistry maintenance system, as well as the
format of the transfer instruction and the extfamin the registry shall be set forth by the Nationa
Commission.
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Article 8. Nominee Owner

(1) A depository (with the securities of its deposs), a broker and an investment manager (with the
securities of its customers) can act as a nominee.

(2) Data on the nominee and the securities helellyeshall be entered by the registry keeper im¢o t
registry maintenance system upon the instructioth@fowner or another nominee provided they
are registered in this registry maintenance system.

(3) Entering data on the nominee into the regisigyntenance system and re-registration of secsiritie
in the name of the nominee does not entail thestearof ownership rights in securities.

(4) A nominee, with respect to the securities itdba@t the instruction of its clients, shall:

a) perform all the actions necessary to ensurethieatlient will receive all payments due on these
securities;

b) perform transactions with these securities estekly upon the instruction of clients and in

accordance with agreements concluded with them;

- undertake necessary actions with the aim to geovieceiving of payments by the clients

pursuant

to securities;

- implement securities transactions exclusivelypehalf of the clients;

- provide securities book-keeping;

- maintain clients' interests.

(5) A nominee is entitled to exercise the rightdified by a security only if it was authorizeddo so
by its owner.

(6) The securities of the nominee's clients maybeosubject to the claims on the nominee's liddslit

(7) Securities transactions between the clienth®ksame nominee shall not be reflected by a rggist
keeper or another nominee the client of which trenér nominee is.

(8) The sample of a modal contract concluded anmamginal holder and its clients is approved by the
National Commission.

Chapter 3. Issuance of Securities

Article 9. Stages of Securities Issuance

(1) Issuance of securities can be carried out bgnaef public offering (public issuance) or withdut
(private issuance).

(2) Public issuance of securities shall includefttlewing stages:
a) the issuer makes a decision on securities issfian
b) the issuer prepares and approves the publidrgferospectus for securities of this issue;
¢) in the event of the first public issuance ofisegred securities — the agreement on share
registry maintenance is entered into with an indepeat registrar;
d) registration of the public offering of secur#tigith the National Commission;
e) issuer's opening of a temporary account for fthnels generated as a result of securities
placement;
f) manufacturing of securities certificates — fbetissuers which issue materialized securities;
g) disclosure of information contained in the paldffering prospectus as set forth in this Law;
h) placement of securities;
1) entering the information on the owners of seiesiinto the registry (in the event that registere
securities are issued), issuance of certificatesh@ event that materialized securities are igsued
or extracts from the registries (in the event thehaterialized securities are issued) to the algin
owners of securities;
j) issuer's approval of the report on the resulthe public issuance;
k) registration of the report on the results of plodlic issuance with the National Commission and
acknowledgment of the respective issuance as waliavalid;
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1) closure of the temporary account and transfeaheffunds from the respective account to the
settlement account of the issuer in the event thatNational Commission deems the public

issuance of securities as valid.

m) entering to the charter the amendments andiadslitelated to the results of the issuance and
their state registration — for the joint-stock canpes the public issuance of which has been
deemed valid by the National Commission; and

(3) Private issuance of shares shall consist ofdal@ving stages:

a) the issuer makes a decision on the issuanaxaofises;

b) placement of securities;

c) approval by the issuer of the report on issuaesaelts;

d) registration by the National Commission of tkpart on issuance results and qualification by
the National Commission as implemented or non-imgleted;

e) operation of modifications in the issuer's Segand completing determined by the result of
the issuance;

f) introduction of data on securities holders ia thgistry and extracts issuance from the registry.

(4) A state registration number shall be assigoeskturities placed under private issuance aogét f
by the National Commission.

(5) An issuer is obliged to terminate placementhaf securities issued thereby a year following the
beginning of their placement, unless a shorterogeoif time is set forth in the legislation, in the
public offering prospectus (for public issuance)decision on the issuance (for private issuance).

(6) Payment in installments for securities duringit placement is prohibited.

(7) The number of securities being placed shallaxoeed the number specified in the public offering
prospectus (for public issuance) or in the decisionissuance of these securities (for private
issuance).

(8) Issuance is considered valid if there had bssurities placed at a number not less than the
number stipulated by the issuer and coordinatetl thié National Commission in public offering
prospectus or in resolution on securities issuadepending on the aim of issuance. In the event
of a smaller number of placed securities than Etpd by the issuer, the issuance is considered
invalid.

(9) The issuer is entitled to terminate the isseaattead of time in the following cases:

a) complete placement of securities;

b) issuer's decision to refuse to complete theaissel and to reimburse the investors for their
payments for securities provided the option to makeh decision is stipulated in the public
offering prospectus (for public issuance) or indleeision on the issuance (for private issuance).

(10) In the event securities issuance is suspeddedo a violation of the stipulations of the prease
article, its renewal is made pursuant to the Nafig®ommission resolution, after violations are
recovered. In this case, term of securities placenstipulated by a public offering prospectus (for
public issuance) or by resolution on securitiesasge (for closed issuance), is not prolonged.

(11) In the event securities issuance was qualifiedhon-implemented or invalid by the National
Commission, all securities of this issuance anernetd to the issuer to be cancelled. Cash received
by the issuer in the result of securities placemnisnto be paid to investors pursuant to the
procedure stipulated by the National Commissionth& same time, the issuer returns benefit
received in the result of cash involved in secesijplacement process or lost income, in the event
issuance terms include the following stipulation.

(12) A11 expenses related to securities qualificatis non-implemented or invalid and to repayment
of cash to investors are beard by the issuer.

(13) Particularities of securities issuance reld@dheir conversion are stipulated by the National
Commission.

(14) In the event it is stated that securitiesasse is implemented by violation of stipulationstoé
present article or used some manipulations, theeis®ears responsibility pursuant to the
legislation.
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Article 10. Decision on Securities Issuance
(1) A separate decision on issuance shall be n@death security issue of a given class.
(2) The decision on securities issuance shall aenta
a) issuer's identification data;
b) date and number of state registration of theeisexcept for issuance of shares at the foundation
of a joint-stock company;
c) date of the decision on securities issuance;
d) name of the issuer's authorized body that maele¢cision on securities issuance;
e) type of securities;
f) class of securities;
g) ordinal number of the securities issue of amgiolass;
h) number of securities in this issue;
) total number of securities of a given class {f#seie included);
j) form of securities, and in case of materialiZedm of the securities issue - description or a
sample of the security certificate;
k) description of rights certified by the securitfya given class and its other unique charactesisti
(privileges and restrictions);
1) procedure for securities issuance (public orgte);
m) beginning and termination of placement of sé@giof a given class;
n) signature of the issuer's manager, his last reardeposition and the issuer's stamp; and
0) other information envisioned in the legislatfonthis type of securities.
(3) The issuer is not entitled to modify the demison securities issuance with regard to the volafne
rights granted by one security set forth in thisisien.

Article 11. Issuance of the state securities

State securities are issued by the Government ghrddinistry of Finance. Placement of the first
issuance of the state securities of a specificsclaspreceded by the agreement of the National
Commission at presentation of the Ministry of Ficewof the state registration number of the class.

Chapter 4. Public Offering of Securities

Article 12. General Provisions

(1) Public offering of securities can be carriedt ®oth upon securities issuance (initial public
offering) and during the process of their circuat{public offering in the secondary market).

(2) Affiliated persons, owners of 10 and more petcef the issuer's securities and issuer's
underwriters are entitled at its consent to incltide issuer's securities they own in the initial
public offering.

(3) The terms and conditions of securities issuarwe circulation through public offering may not
place some investors in advantageous positionrimpaoison with the other during the purchase of
securities.

(4) Provisions of paragraph (3) shall not be aphifethe event of:

a) the shareholders of the joint-stock companiesvassted with a preemptive right to purchase
securities of a new issue in the amount proportitméhe number of shares they own as of the
moment of making the decision on the issuance; and

b) legislation or the issuer impose restrictionseourity purchase by non-residents.

(5) Terms of the public issuance of securities timait the range of their original owners:

a) in the event of share issue for the purposevidehd payment therewith on previously issued
shares of the joint-stock company in the mannegsukdted in the legislation on joint-stock
companies;
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b) in the event of share issue related to theit, gginsolidation, denomination and conversion;
and
¢) in other cases stipulated in the legislation.

Article 13. General Requirements to the Public Offeng Prospectus.

(1) The form of the public offering prospectus $ha set by the National Commission, and for banks
and other financial institutions — by the Natiorizdnk of Moldova in coordination with the
National Commission.

(2) The public offering prospectus shall contain:

a) general information about the issuer;

b) data on the financial standing of the issuer;

¢) information on the pending securities issue; and
d) investment declaration.

(3) General information about the issuer shalludet

a) full and abbreviated name of the issuer;

b) legal address of the issuer;

¢) legal form of the issuer;

d) date and number of state registration of theeisss a legal entity, name of the registering
body;

e) information on the members of the Surveillanceuriil, the Board of Directors, the
management, auditing commission, and other simikmagement bodies of the issuer;

f) information on the persons who own 5 or morecpet of the total number of the issuer's voting
shares;

g) list of all branches and representative offiaethe issuer; and

h) list of all enterprises in which the issuer aand more percent of the statutory capital (net
assets).

(4) Information on financial standing of the issshall be verified by an independent auditor arall sh
include:

a) information on the statutory capital and neetssef the issuer;

b) annual balance sheets and the issuer's incothss statements over the last three completed
fiscal years, or for each complete fiscal year frili® moment of establishment if this period of
time is less than three years;

c) issuer's balance sheet as of the end of thejlaster before the decision on securities issuance
is made;

d) size of the issuer's past due debt to creditodsarrears to the corresponding budget;

e) report on formation and uses of funds from #serve fund over the last three years or for each
completed year from the moment of formation if plegiod of time is less than three years;

f) structure of taxes, fees and duties paid bysbeer;

g) report on previous security issues of the issared

h) information on the long-term economic arrangeimehat can significantly affect financial
standing of the issuer.

(5) Information on the securities being issuedIstwitain:

a) general information on the securities issue;

b) description of rights certified by the security the given class and its other unique
characteristics (privileges and restrictions);

¢) opening and closing securities placement;

d) information on prices and procedure for paynfiensecurities;

e) information on restrictions to securities pusghar indication that there are none;

f) information on the procedure and terms of reiogiincome on securities;
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g) description of factors that make the purchaghede securities risky;
h) information on underwriters of specified sedast

i) information on an independent registrar thatnteins the registry of the owners of the specified
securities.

(6) Investment declaration shall contain the infation on uses of raised funds. The volume of this
information shall be set forth by the National Coission, depending on the specific features of
the issuer and security type.

(7) The public offering prospectus shall be congpila the form of a separate brochure and be
available at the issuer's legal address and aeliag sites of securities. The prospectus slisdl a

be distributed by the issuer or its underwriteefod charge at the request of a potential buyer of
securities.

Article 14. Registration of Public Offering
(1) The procedure of public offering registratidrsecurities is stipulated by the National Comnuissi
(2) For the purpose of registration of the publifeing of securities the issuer shall submit te th
National Commission the following documents:
a) registration application;
b) copies of the issuer's foundation documents alitthe changes and amendments thereto;

c) extract from the State Commercial Register dreptdocument evidencing the fact of state
registration of the issuer;

d) decision on the securities issuance;

e) public offering prospectus;

f) samples security certificates - for issuersiisgumaterialized securities;

g) permission of the Ministry of Economy and Refoirmcases stipulated by the anti-monopoly
legislation;

h) permission of the National Bank of Moldova targaout the public offering of securities for
issuers operating as financial institutions;

I) a copy of the agreement on the maintenance @$try of security owners entered into with an
independent registrar; and

j) copies of payment documents evidencing paymetax@s and charges levied in accordance with
the legislation on registration of public offering.

(3) The National Commission shall register the publffering of securities or make a motivated
decision to decline registration not later thanda@s following the receipt of all the documents
stipulated in paragraph (2).

(4) A state registration number shall be assigmethé class of securities at the registration ef th
public offering of the first issuance of securit@ghe class in question.

(5) The National Commission shall notify the NaabBank of Moldova of a registration or a refusal
to register the offering.

(6) The issuer of securities and its underwritallshe held responsible for information provided in
the public offering prospectus and other documsentsnitted for the public offering registration
in compliance with the terms and conditions ofuheerwriting agreement.

Article 15. Grounds to Decline Public Offering Regstration
(1) The following can serve as grounds to declieegublic offering registration:

a) incompliance of the filed documents, informaticontained therein, or procedures of their
approval with the requirements of the legislation;

b) the documents contain information which alloewsconclude that the terms and conditions of
securities issuance and circulation contradiclegeslation; and
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¢) including in the public offering prospectus,tiie decision on issuance of securities or other
documents serving as a ground to register the isiesurissuance false information or
unauthenticated (unreliable) information.

(2) Refusal to register a public offering of setias for reasons of inexpediency shall not be

permitted.

(3) A decision to decline the public offering regggion shall be sent by the National Commissibe tt
issuer within 5 days following the moment the diectishas been made with the grounds for the
decline stated therein.

(4) The decision to refuse to register a publiewiig of securities can be appealed against intcour

Article 16. Introducing Amendments and Additions tothe Public Offering Prospectus

Pursuant to the procedure and term stipulated ley Nlational Commission in the process of
implementation of the primary securities publiceoifig, the issuer is to operate modifications and
necessary completing to the process of public ioffeand to other documents presented for public
offering registration (in case it is stated that tlespective documents contradict stipulationshef t
legislation), is to register modifications and cdeting at the National Commission and to inform
securities holders on operating modifications asmeting pursuant to the legislation.

Article 17. Specific Features of Executing the Initl Public Offering of Securities

(1) The issuer is entitled to initiate the initjadiblic offering only after its registration with éh
National Commission. Placement of securities may start earlier than two weeks after all
potential investors were given access to the inftion contained in the prospectus. Information
on the placement price can be disclosed on théhdaglacement beginning.

(2) Securities placement may be launched not eatlian 2 weeks after providing access to
information included in public offering prospectasall potential investors.

(3) Information on price of placed securities istdbuted from the first day of securities placetnen

(4)The initial public offering of securities maysal be executed by underwriters on behalf of the
issuer.

Article 18. Report on the Public Issuance Results

(1) The report on the public issuance results dbmlfiled by the issuer to the National Commission
within 15 days following the day of the placementie

(2) The format of the report shall be set by théidfel Commission.

(3) The issue shall be held responsible for tha dantained in the report.

(4) The National Commission shall review the repmrtthe public issuance results within 30 days,
and in case there are no violations with regaithécsecurities issuance shall register it.

(5) In the event there are violations pointed outmplementation of securities public issuance, the
National Commission refuses to register the repod qualifies the issuance as non-implemented.
Within 3 days the National Commission informs thsuier in written form. Within 15 days the
National Commission publishes the resolution ardeutakes actions stipulated by the legislation.

(6) Financial institutions shall file with the Natial Commission reports on the public issuancdtsesu
upon obtaining the appropriate conclusion of the¢iddal Bank of Moldova. The report format
and the deadline for submitting it shall be setthy National Bank of Moldova in coordination
with the National Commission. The National Comnaasishall inform the National Bank of
Moldova of the registration or the refusal to régishe named reports with specifying the reasons
therefor.

Article 19. Public Offering Procedure in the Secondry Market
(1) Public offerings of securities in the secondargrket shall be made provided all of the following
conditions are met:
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a) the initial public offering of these securitiead been previously registered in the established
manner;
b) the issue of these securities was deemed \aaid;
¢) the issue of these securities was not deemedidnv

(2) The public offering of securities in the secandmarket shall be executed without registratibn o
this offering with the National Commission.

Article 20. Changes in Information about SecuritiedPlaced by means of the Public Offering

If the issuer makes a decision which entails arangles in the information about securities the gubli
offering of which had been previously registeredoy National Commission the issuer shall register
the decision within 5 days following its date iretimanner set forth by the National Commission.

Chapter 5. Tender Offers

Article 21. General Requirements to Tender Offers

(1) A tender offer shall contain the following catimhs:
a) name and location of the tenderer;
b) date of making and the term of validity of tHéeg
¢) name and location of the issuer of the sharéshithe tenderer intends to purchase;
d) the amount and the type of the specified shaféex,ed purchase price;
e) the procedure in compliance with which the dshalders who accept this offer submit their
orders to sell their shares to the tenderer, aktielimanner of revocation of these orders;
f) name and location of the depository where treresh specified in the orders are deposited,;
g) terms and conditions of execution of the comraiits by the tenderer with regard to the offer;
h) name and location of the bank or other entityclvitguaranties the implementation of the
settlement obligations by the tenderer in comphkawith this offer in the event that the obligation
cost exceeds the value of the tenderer's assets; an
1) other conditions which do not contradict theistation.

(2) Proposals for shares sale made by their hollersegistered for free by the registry holdebyr
the issuer's depository, drafting a list of persacsepting the tender offering.

(3) The term of validity of a tender offer shall hat less than 30 days.

(4) The purchase price of the shares specifietienténder offer shall be no lower than the weighted
average purchase price of these shares over thsixamonths preceding the date of the offer
announcement.

(5) Conditions offender offering are to be equaldlh securities holders of this kind.

(6) Any information presented by an issuer to albids to be presented without delay in the same
volume to other bidders.

(7) The manner of submission to the tenderer of ittflermation from the share registry of the
corresponding joint-stock company and which is seagy for preparation of the tender offer shall
be set by the National Commission.

(8) A person which independently or jointly witts iaffiliated person(-s) purchased more than 50
percent of circulating shares with the voting rigifitan open-end joint-stock company no later
than 6 months after the purchase shall make a teoffer to remainder of the company
shareholders to buy up their voting shares of tmagany, pursuant to stipulations of Article 84
paragraph 5 from the Law on joint stock companies.

(9) The action of standards of the present Artreiated to shares - subject of tender offering, is
applied on any securities that can be convertedshares.

Article 22. Tender Offer Registration
(1) Any tender offer is subject to mandatory ragison with the National Commission.
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(2) It is prohibited to make a tender offer, to ghase or negotiate the purchase of securities®n th
basis of the tender offer, as well as to advethigeoffer prior to its registration with the Natial
Commission.

(3) The manner of processing and registration, els ag additional requirements to the conditions of
the tender offers, shall be set by the National @@sion.

Article 23. Execution of Tender Offers

(1) A registered tender offer shall be forwardedwiriting to all the shareholders who own these
shares, and/or it shall be published in a mass anpdblication equally accessible to all the
shareholders.

(2) A shareholder who accepts the tender offer $étiabard the order to sell his shares to the teaide
and deposit these shares in the depository indi¢atthe tender offer.

(3) A shareholder who has made this order is edtitb revoke it without hindrance during the whole
period of validity of the tender offer. The deposjt shall without delay return to the shareholder
the shares deposited by him.

(4) In the event that within the term set by theder offer the depository has received the orders t
sell a number of shares which is equal to or exxéleel number indicated in the tender offer, the
tenderer shall buy up these shares in the amoulgssahan the one specified in the tender offer
by satisfying all these orders in full or on a pata basis.

(5) In the event that within the term set in theder offer the depository has received orders llcase
lower number of shares than it was specified intémeler offer, the tenderer is entitled either to
refuse to fulfil his liabilities on the offer, oo fpurchase these shares by satisfying all the @rder

(6) Shares deposited in the depository in compéanith the conditions of the tender offer and not
purchased by the tenderer are subject to immeniaien to their owners within 5 days.

(7) Within the entire term of validity of the terrdeffer the tenderer and its affiliated persond|sit:

a) by any means other than the tender offer, djremt indirectly purchase or negotiate the
purchase of shares which are the subject of thideteoffer, or securities which can be converted
(exchanged) into the specified shares; and

b) sell any securities of the joint-stock compapgdified in the tender offer.

Chapter 6. Circulation of Securities

Article 24. Security Transactions

(1) Security transactions shall be executed in diamge with legislation and specific features set
forth in this Law.

(2) Upon transfer of the ownership right in a séguthe buyer shall acquire all the rights ceetifiby
this security.

(3) In the events stipulated in the anti-monopelyislation securities in the process of their datian
shall be alienated and purchased only with prelamjirconsent of the Ministry of Economy and
Reform.

(4) Buy-sell, exchange and pledge transactiond bhalllowed only after the securities issue hanbe
deemed as valid.

Article 25. Transfer of Ownership Rights in BearerSecurities

The ownership right in a bearer security shallrbadferred to the buyer:
a) in the event that the certificate is with thenew at the moment of transfer of the certificate t
the buyer if the agreement does not say othenaise;
b) in the event that certificates of bearer semgiare stored with the nominee and/or that the
buyer's ownership rights in these securities azerded by the nominee, upon entering an entry in
the personal account of the buyer in the recordeedhominee.
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Article 26. Transfer of Ownership Rights in Registeed Securities

(1) Transfer of ownership rights in registered sii@s is carried out in the manner determined for
cession.

(2) Transfer of ownership right in a registeredusiég from one person to another is carried out by
means of a transfer instruction (in the event ohemship rights registration in the registry
maintenance system) or by means of an instructiora thominee registered in the manner
established by the National Commission (in the eweérthe ownership rights registration with a
nominee).

(3) Transfer instruction shall be signed by thesteged person who transfers securities, or byteamot
person in compliance with existing legislation, amdhe event of the securities transfer as a tesul
of the transaction concluded at the Stock Exchaalg®, by the authorized person of the Stock
Exchange.

(4) Signatures of individuals on the transfer instions and instructions to a nominee shall be
certified by a notary or by professional securitiearket participants whose clients are private
persons. A person which certifies the signaturdl dfear a proprietary responsibility for the
damage caused by the violation of the signaturdicegion requirements.

(5) Ownership right in a registered dematerializedgurity shall be transferred to the buyer upon
making an entry in the buyer's personal accoutiénregistry maintenance system (in the event
that the rights in securities are recorded in ggistry maintenance system), or in the records of
the nominee holder (in the event that the rightseicurities are recorded by the nominee).

(6) The ownership right in a registered materiaigecurity shall be transferred to the buyer:

a) upon handing to him the security certificateeiafin entry in the buyer's personal account is
made, in the event that the buyer's rights in séesirare recorded in the registry maintenance
system;

and

b) in the event that the buyer's rights in seasitaire recorded by the nominee, at the moment
when the entry is made in the personal accourttebtiyer after the nominee holder of the buyer
received the security certificate.

Article 27. Exercise of Rights Certified by Securies

(1) The rights certified by registered securitibalkbe exercised:
a) upon presentation by the owner or his authorgm@on of the certificate of these securities,
with regard to the person specified in the seasgitiertificate, in the event that the rights in the
materialized securities are recorded in the registaintenance system. If the materialized
securities are encumbered with any liability, thghts certified by these securities shall be
exercised with regard to the persons specifiedhi@ ttegistry maintenance system without
presentation of certificates of these securities;
b) in the event that the rights in dematerializedusities are recorded in the registry maintenance
system, with regard to the persons specified inelgestry maintenance system; and
) in the event that the rights in these securiiesrecorded by the nominee, with regard to the
persons specified in the records of the nominee.

(2) If the regqistry keeper (in the event that tights are recorded in the registry maintenanceegy)st
or the nominee (in the event that the rights acended by the nominee) is not informed about the
new owner of the registered securities by the marntenregistry is closed, so that the issuer can
fulfil its obligations with regard to securitiedet obligations shall be fulfilled with regard taeth
person registered in the registry or the one sjgekif the records of the nominee keeper when the
registry is closed. The buyer of the security shalir responsibility for the timely naotification of
the registry keeper.

(3) The rights certified by bearer securities shalexercised by their owners upon presentation of
certificates of these securities by the owner srauithorized person.
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(4) In the event that bearer securities are statifdthe depository the rights certified by the iggiges
shall be exercised by their owner upon the depgstqresentation of a list of the stored
securities' owners. The issuer is authorized taesgthat the depository present the certificates o
stored securities.

(5) Exercise of rights certified by shares shall ddewed only after the share issuance has been
deemed as held.

(6) In the event of registry blocking of personet@unts, right of security holder to alienate séias
is suspended till unblocking.

Article 28. Encumbering Securities with Liabilities

(1) Securities can be encumbered by pledge or G#i#lities stipulated in the legislation.

(2) Agreement on pledge concluded in writing skalive as a basis for the securities pledge.

(3) Agreement on pledge of registered securitiedl $fe valid only if an entry on restriction on the
alienation of pledged securities is made in thestggmaintenance system and registration of a
transfer instruction by a pledger (registered pgrsmd handing the instruction to the pledgee; in
the event of pledge of materialized registered i$éesl a securities certificate shall be handed to
the pledgee.

(4) The agreement on pledge of registered securitiall be deemed concluded upon entering the
corresponding entry into the registry system unther agreement and upon transfer of the
documents specified in paragraph (3) to the pledgee

(5) Failure to observe the specified rules of piedgregistered securities shall invalidate the
agreement on pledge and entail the consequencessczred by the legislation.

6) Upon termination of the pledge of registeredusiéies due to the fulfillment of the obligationyg b
the pledger, the pledgee shall return to the plettgetransfer instruction completed in his name.
In the event of the pledge of materialized seasjtthe pledgee shall return security certificates.
At the same time an entry on lifting the restriotit alienate the pledged securities shall be
entered into the registry.

(7) In the event that the pledge of securitiegisinated due to the failure of the pledger toilfhifs
obligations according to the pledge, the ownersigipts in the securities which are subject to the
pledge agreement shall be transferred to the péedwge another person by means of a
corresponding entry made in the registry mainteaaystem on the basis of the instruction kept
by the pledgee.

(8) The encumbrance of bearer securities with lligds shall be carried out according to the
procedure envisioned in the legislation.

Article 29. Specific Features of Placement and Citdation of Foreign Securities in the Republic
of Moldova

(1) Public offering of foreign securities in theritory of the Republic of Moldova shall be carriedt
only in the form ofMoldovan depository receiptdliese securities.

(2) The provisions set forth by this Law with regjao securities of the issuer registered in the
Republic of Moldova shall apply to the registratiand public offering of Moldovan depository
receipts. The National Commission shall registee thitial public offering of Moldovan
depository receipts only upon obtaining the appadprauthorization of the National Bank of
Moldova which is issued depending on the balancpayiments of the Republic and economic
feasibility of capital export.

(3) Placement and circulation of foreign securitireshe territory of the Republic of Moldova cadie
out without public offering do not require speadiagistration with the National Commission.
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Article 30. Alienation of Securities to Foreign Inestors

Foreign investors are entitled to purchase seesritf the issuers registered in the Republic of
Moldova in the manner and under the terms and tiondi set forth by the Law on Foreign
Investments, this Law and other legislative acts.

Article 31. Split, Consolidation, Denomination, Corersion and Cancellation of Securities

(1) Split and consolidation of securities:

a) do not entail changes in the amount of fundsechby the issuer at the securities placement;
b) do not serve as a ground for paying out to &oeisty owners the value of securities withdrawn
therefrom; and

¢) shall be carried out without additional expensethe owners.

(2) Issuer's decisions on the split, consolidatidenomination, or conversion of previously placed
securities shall be subject to registration with Hational Commission.

(3) Other issues with regard to split, consolidatidlenomination, and conversion of securities.
including in order to prevent the existence of ti@tal securities, shall be resolved in the manner
stipulated by the National Commission.

(4) Cancellation of securities shall be executethatdecision of:

a) an issuer, in the event of split, consolidation,denomination of securities, conversion of
securities, termination of the issuer's activitytte decision of its participants, reduction of the
statutory capital, and in other cases envisiondbaregislation on securities;

b) the National Commission, in the event that tlwblio issuance of securities is recognized
invalid;

and

c) court, in the event that the issuance of sdesris deemed invalid or in the event that the
activity of the issuer is terminated as a resubt gidicial procedure.

(5) In the event of cancellation of previously @dcsecurities, the National Commission shall make
appropriate entries in the state share registry.

(6) Information on cancellation of previously pldcgecurities is subject to publication within 1¢sla
following the day of making the appropriate entnjthe state share registry.

(7) No circulation of securities shall be permitfedm the moment of publication of information on
the securities cancellation. Security transactitected after the set day shall be deemed invalid.

(8) Securities shall be canceled after publicatidninformation on their cancellation within the
deadline stipulated in the legislation.

(9) Withdrawal of securities from circulation ankir cancellation shall be permitted only after all
legal claims of their owners have been satisfied.

(10) The procedures and the terms of securitielsdnatval from circulation and their cancellation are
set forth by the National Commission in compliandth the legislation.

SECTION IIl. PROFESSIONAL PARTICIPANTS IN THE SECUR ITIES MARKETS
Chapter 7. Professional Activities in the Securitie Markets

Article 32. Types of professional activities in thesecurities market
The following types of professional activities damcarried out in the securities market:
a) brokerage activity;
b) dealer activities, except for cases stipulategaragraph (2) of Article 33;
¢) underwriting;
d) investment management;
e) registry maintenance;
f) depository activity;
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g) clearing activity; and
h) other.

Article 33. Brokerage Activity

(1) Brokerage activity is carried out by a brokdrons a professional securities market participant.

(2) Rights and duties of a broker and his clierdlishe stipulated in the agreement on brokerage
services and in the instructions given to the birdkethe client in accordance with this agreement.

(3) Mandatory requirements to the agreement on dregle services shall be set by the National
Commission.

(4) Brokers shall transfer the power of attorney d¢arrying out transactions only to brokers. The
transfer is allowed if it is stipulated in the beslge services agreement or in cases when a broker
is forced to do so in order to protect the intex@gthis client with the notification of the latter

(5) Transfer of power of attorney shall be cariged in compliance with legislation.

(6) The broker shall execute clients' instructiongood faith and on terms favorable for the cliend
in the order in which they were received, unlessdgreement with the client or his instruction
envisions otherwise.

(7) Security transactions executed by the brokenupe clients' instruction should be executed with
priority over the dealer transactions of the brokercase these two types of activity are combined,
or over transactions executed by the broker upstniiation of its affiliated persons.

(8) In the event that the broker has an interesichviprevents him from executing the client's
instruction on the terms most beneficial for thierd, the broker shall immediately notify the
latter of such an interest.

(9) In the event that a conflict of interests betwéehe broker and his client, of which the clierasw
not notified before the broker received the redpecinstruction, led to execution of the
instruction to the detriment of the client's instsg the broker is obliged to compensate for the
losses from his own account as set forth in cegislation.

(10) The broker shall compensate in full for thesks incurred by a client as a result of non-elatut
or improper execution by the broker of his obligat under the agreement on brokerage services.

(11) In the event that the broker is deemed insul{bankrupt), the property that he holds under
agreements on brokerage services and which betorigs clients shall not be included in tender
stock.

Article 34. Dealer Activity

(1) Professional participant in securities markbebwarries out dealer activity shall be called eeal

(2) Announcing the price, the dealer is committedmnounce other essential conditions of the buy-
sell contract of securities: minimum and maximurmber of securities subject to purchase and/or
sale, as well as the term of announced pricesitsalid

(3) A person is not considered a dealer making rg@sitransactions in unsystematical manner and
the sum charged from securities transactions, puisto the results of reporting semester,
constitutes less than 35% out of the total sumioéthfrom production distribution (workers,
services).

Article 35. Underwriting Activity

(1) Professional participant in securities markébvearries out underwriting activity shall be cdlle
underwriter.

(2) Underwriters shall act on the basis of the mwdéng agreement concluded with the issuer.
(3) The sample of modal-contract on underwritestigulated by the National Commission.

Article 36. Investment Management
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(1) Investment management is carried out by ansimvent manager who is a professional securities
market participant.

(2) The investment management procedures, thesrggid obligations of an investment manager shall
be set forth by legislation and agreements on invest management.

(3) The sample of modal-contract on investment mameent is stipulated by the National
Commission.

(4) In conformity with the investment managememteagent, one party (management founder) shall
transfer to another party (investment manager) gngpfor fiduciary management for a certain
period of time, and another party shall assumeadtéggation to manage this property in the
interests of the management founder or the peysecifeed thereby (beneficiary).

(5) Transfer of securities into fiduciary managetrarall not result in the transfer of ownershihtgy
therein to the investment manager.

(6) Activity of the investment fund manager is ddeesed as activity of investment administration.

(7) Investment manager shall indicate that it asta fiduciary manager while carrying out its attiv

(8) In the event that a conflict of interests bedwen investment manager and its client or differen
clients of one investment manager, of which all pzeties had not been notified in advance,
resulted in such actions of the manager that haused damage to a client, the manager shall
compensate losses from his own account in confgrmith the procedure set forth in the
legislation.

Article 37. Registry Maintenance

(1) Registry maintenance shall be performed bygiste keeper who can either be an issuer or an
independent registrar who carries out registry tea@nce on the basis of an agreement on
registry maintenance entered into with the issuer.

(2) Mandatory requirements to the registry mainbeeaagreement and the maximum amount of
remuneration for the registry keeper services aeramg the data into the registry and issuing
extracts from the registry shall be set by the dd&ti Commission.

(3) A regqistry keeper shall:

a) comply with the established registry maintengroeedures;

b) open a personal account in the registry maimenaystem for each registered person on the
basis of the transfer instruction;

¢) enter all necessary changes and additionshmetoegistry maintenance system;

d) perform transactions in the personal accountsgittered persons at their instruction;

e) deliver to the registered persons informatiavijoled by the issuer;

f) inform registered persons of the rights certifi®y the securities and of the ways and methods of
exercising these rights;

g) send a respective notice to the Stock Exchamgases when the number of registered holders
of a certain class of issuer's securities exceégds 5

h) comply with the established procedure of transfethe registry maintenance system in the
event of termination of the agreement with theessand

1) perform other activities as set forth in thisALa

(4) The registry keeper is not entitled to imposkep requirements upon making changes in the
system of registry maintenance of security ownessdes those set in conformity with this Law.

(5) Independent registrar is prohibited from cargyout transactions with the securities of issuétis
which it signed the registry maintenance agreement.

(6) The registry keeper shall be held responsittete information contained in the registry extsac
issued thereby.
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Article 38. Depository Activity

(1) Depository activity is carried out by a deposit who is a professional securities market
participant.

(2) Depository acts on the basis of the contracpaviding depository services concluded with the
depositor.

(3) The sample of modal-contract on providing dépog services is set forth by the National
Commission.

(4) Conclusion of the depository agreement shall erdail the transfer of ownership rights in the
depositor's securities to the depository.

(5) Depository is committed to keep records of sées, included rights granted by these, as well a
securities encumbering with obligations in the cbamze with the present law and contract
concluded with securities holder.

(6) In compliance with the depository agreementepository is entitled to get registered in the
registry maintenance system of the securities hslde with another depository as a nominee
owner.

(7) Depository has no right to dispose of depo'siteecurities unless he is authorized to do sdéy t
legislation.

(8) No claims related to the depository's obligasionay be attached to the securities of its degrssit

(9) In compliance with the legislation, a depositehall be held liable for disclosure of confidanti
information obtained by it as a result of fulfidjrits obligations under the depository agreement,
for loss and destruction of security certificatepakited with it, as well as for failure to execate
improper execution of its obligations with respeat accounting of rights in the securities,
including for unauthentic and untimely entrieshie DEPO accounts.

Article 39. Clearing Activity

(1) Clearing activity is held by clearing organipat, professional participant on securities market

(2) In connection with settlements on securitiemsactions clearing organizations shall accept for
execution accounting documents, whose form and nolaeire are set forth by the National
Commission, prepared upon determination of mutbigations, on the basis of agreements with
participants of the securities markets for whioh thspective settlements are performed.

(3) Clearing organizations are also entitled tdlesetecurity trades by means of transferring money
and delivering securities to the trade participants

(4) Clearing organizations which settle securigdés shall create special funds with the aim of
reducing the risk of security trade failure. Thenimum size of these special funds for clearing
organizations shall be set by the National Commissi

Article 40. Other Types of Professional Activity inSecurities Markets

(1) Other types of professional activity with seties shall include exchange activity, investment
activity in the securities market, investment cdiisg, auditing of securities transactions,
evaluation of securities and assets related theirgtrmation services for the securities markets,
training and retraining of professional particigat the securities market.

(2) Requirements towards the types of professiactivity on the securities market, mentioned in
paragraph (1), except exchange activity, are s#t fiy the National Commission.

(3) Investment activity in the securities markeslsbe performed by investment funds in accordance
with the legislation on investment funds, with theesent law and other normative acts of the
National Commission.

Article 41. Cumulation of types of professional agtity on the security market
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(1) Brokerage activity, as a basic activity of afpssional participant of securities market, may be
cumulated only with dealer, underwriting, investmeronsulting activity and investment
management.

(2) Dealer activity, as a basic activity of a pasfienal participant of the securities market, may b
cumulated only with the activity of brokerage, urvdgting, investment consulting and investment
management.

(3) Activity of investment management, as a bagitivily of a professional participant of the
securities market, may be cumulated only with tttévy of dealer, brokerage, underwriting and
investment consulting.

(4) Activity of registry maintaining, as a basicigity of a professional participant of the seciast
market, may be cumulated only with the activitydepository and clearing.

(5) Depository activity, as a basic activity of @f@ssional participant of the securities marketyrne
cumulated only with the activity of registry maingce, exchange and clearing activity.

(6) Clearing activity, as a basic activity of a f@ssional participant of the securities market, rhay
cumulated only with the activity of depository adiy.

(7) Exchange activity, as a basic activity of afpsgional participant of the securities market, rbay
cumulated only with the activity of depository dearing.

(8) Investment consulting activity, as a basic\dgtiof a professional participant of the secustie
market, may be cumulated only with the activity s#curities and their assets estimation,
providing informational services to securities n@rktraining and re-training of professional
participants at securities market.

(9) Activity of securities and their assets estioatas a basic activity of a professional paraaipof
the securities market, may be cumulated only whth dctivity of investment consulting activity
and providing informational services to securitiesrket.

(10) Activity of providing informational services tsecurities market, as a basic activity of a
professional participant of the securities markegy be cumulated only with the activity of
investment consulting, training and re-trainingpadfessional participants of the securities market.

(11) Activity on training and re-training of profdenal participants of securities market,, as acbas
activity of a professional participant of the séties market, may be cumulated only with the
activity of investment consulting activity and pidivg informational services to securities
market.

Article 42. Suspension of activity and liquidation of professional participants on securities
market

1) The activity of the professional participant securities market is suspended, pursuant to the
resolution of a court body or the National Comnuissiin the even the violation of the present law
or other normative acts regulating the activitysseurities market is stated. Within the period of
suspension of professional participant's activity securities market, all actions of the
administrative bodies of the professional partioipare coordinated with the National
Commission.

(2) Liquidation of a professional participant orcséties market:

a) pursuant to the resolution of its administrabeely;
b) pursuant to the decision of court body;
c) in the event of license recalling issued byNa¢ional Commission;

(3) In all cases, resolution on liquidation of msdional participant on securities market on its ow
initiative is approved through in advance agreemsith the National Commission, which
appoints a representative as a member of liquidatonmission.

(4) In the event of license recalling issued by iaional Commission, it appoints an administrator
from the office which liquidates the professionaltiipant on securities market pursuant to the
procedure stipulated by the National Commission.
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(5) Decision of the National Commission on suspamsif activity and liquidation of the professional
participant on securities market may be examinedduwyt bodies.

Article 43. Particularities of bank and other financial institutions activity on securities market

(1) Banks and other financial institutions have tight to undertake those types of activity on
securities market, which are stipulated by finanativity authorization, issued by the National
Bank of Moldova.

(2) The notion of "control position" stipulated liye present law is applicable for banks and other
financial institutions pursuant to the Law on fiogh institutions.

Chapter 8. Stock Exchange

Article 44. General provisions

(1) The Stock Exchange shall be set up and functisna closed-end joint-stock company in
compliance with the legislation on joint-stock canjes with the statutory capital not less than
500 thousand lei. The National Commission hasititd to ask the stock exchange to increase the
statutory capital.

(2) Founders and members of the stock exchangdomanly brokers and dealers.

(3)The stock exchange acts pursuant statutes aggbioy general shareholders meeting, coordinated
with the National Commission.

(4) Members of the stock exchange hold an equalbeuraf the stock exchange shares and each of
them holds no more than 5% of the placed shares.

(5) Members of the stock exchange quitting thevagtof broker and dealer, as the result of license
recalling by the National Commission or other remsdose their exchange membership, and are
to sell their shares to other brokers and deahetfie agreement of exchange.

(6) The stock exchange is a non-commercial orgénizavithout the right to distribute income out of
its activity, in any form, among the exchange mersbe

(7) Stock Exchange can create only non-commercgdrozations and may take part in the activity of
non-commercial organizations.

(8) The stock exchange can not issue other seesitlian simple nominal of a single class.

(9) The stock exchange gets a statutes of a splffatory organization pursuant to the procedure
stipulated by the present law.

Article 45. Stock Exchange Members

(1) Members of the Stock Exchange must have adidor brokerage and/or dealer who meet
gualification requirements to solvency, activityganization and staff members set by the Stock
Exchange.

(2) Any person who meets the requirements spedifigghragraph (1) and who agrees to comply with
the Charter and the rules of the Exchange may edeblined membership in the Stock Exchange.

(3) Membership in the Stock Exchange shall ternaifrathe event of:
a) voluntary withdrawal from the Exchange membgrshi
b) cancellation of all the licenses issued to tkeange member specified in paragraph (1);
¢) revocation of membership in the Exchange atitasion of the Exchange Board in cases when
the member fails to meet membership qualificateouirements or in the event of gross violation
of the Exchange rules; and
d) liquidation of the Stock Exchange.

(4) The manner of joining, withdrawal and revocataf the membership in the Stock Exchange shall
be determined by internal documents of the StoathBxge.

Article 46. Management and Employees of the Stock¥€hange
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(1) Management bodies of the Stock Exchange are:
a) general assembly meeting;
b) Exchange Board of Directors; and
) executive bodies which run the day-to-day atitigiof the Stock Exchange.

(2) No less than one representative of investodsramless than one representative of issuers lsball
the on the Exchange Board. The Exchange memberghandaffiliated persons cannot act as
these representatives.

(3) Affiliated persons of the Stock Exchange memlmmnot constitute the majority of the members
of the Exchange Council.

(4) Members of the National Commission can take ipathe sittings of Exchange Board of Directors.

(5) Powers of the auditing commission of the StBsikhange shall be delegated to an independent
auditor licensed to audit security transactionstspant to the contract concluded with the
Exchange Board.

(6) Employees of the Stock Exchange and their dlelsgions are not entitled to own shares (sto€k) o
professional security market participants.

Article 47. Stock Exchange Rules

(1) The Stock Exchange shall draft and adopt exgphanles which set forth the terms and conditions
and the manner of:
a) securities admission to the circulation at tkehange, listing and delisting;
b) conclusion, registration, matching, confirmat#&rd execution of the exchange transactions;
¢) transactions which ensure trade in securitiesfing and/or settlement);
d) processing and record-keeping of the documen&sd by the Exchange members during
conclusion of the exchange transactions;
e) restrictions on price manipulation;
f) providing exchange services;
g) providing the information about the demand an@p$y prices, and about the prices and
volumes of securities transactions concluded byEttehange members;
1) resolving disputes among the members of the &@h which may arise in the process of
concluding securities transactions and their sattgs including by cash;
j) introducing amendments and additions to the Brgle rules; and

k) regulating other issues with regard to the Ergeaoperation as set forth by the National
Commission.

(2) The Stock Exchange rules shall take effect upeir approval by the National Commission.

(3) The Stock Exchange shall independently seatheunt of and the procedure for charging:

a) contributions to the Stock Exchange from theur@nation received by the Exchange members
for participation in the exchange trades;

b) contributions, fees and other payments madéd®d¥Ekchange members and third parties for the
services provided by the Stock Exchange;

¢) contributions of the Exchange members to theaqug fund of the Stock Exchange; and

d) fines paid for the violation of the requiremeafg¢he Exchange Charter, rules of the exchange
trading and other internal documents of the StoahBnge.

(4) The Stock Exchange shall ensure the publicacttar of trades by informing all its members about
the time and the place of the trades, about thealsl quotation of securities admitted for
circulation in the Exchange, about the resultsheftrading sessions, and also provide disclosure
of other information envisioned by this Law.

(5) The Stock Exchange is not entitled to estaliighamount of remuneration for the execution ef th
Exchange transaction paid by the clients to thenBxge members.

Article 48. Manner of Securities Admission to Circuation at the Exchange
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(1) The following securities shall be admitted i@wlation at the Stock Exchange:

a) securities the public offering of which was stgied in the manner stipulated in this Law,
except for shares of mutual investment funds;

b) government securities; and

¢) other securities and financial instruments impbance with the legislation.

(2) Issuers with more than 50 persons registerédamegistry of security owners of a certain class
obliged to register the class of securities with $tock Exchange. The requirement shall not apply
to the mutual investment funds.

(3) The Stock Exchange is prohibited from rejectthg admission to the Stock Exchange of the
following:

a) securities mentioned in paragraph (2) whichldi®included in the list of securities circulating
at the Exchange based on the appropriate accouhedbsuer, registry keeper, or the National
Commission;

b) government securities included in the list ofwséies circulating at the Exchange at the
proposal of the Ministry of Finance; and

c¢) other securities and financial instruments cgingl with the Exchange rules.

(4) Securities not included in the list of secwasticirculating at the Stock Exchange may not be
involved in the Exchange transactions.

Article 49. Terms and Conditions for the Stock Exclnge Operation

(1) Only members of the Exchange are entitled ttigipate in the Stock Exchange trades. The Stock
Exchange itself can participate in its trades wiite aim of repurchasing and selling securities
under the transaction not performed by the Exchamgaber. Other securities market participants
can execute transactions at the Exchange exclysiiti the assistance of intermediary service of
the Exchange member.

(2) The Exchange Council shall determine the amadirthe Stock Exchange revenue required for
financing its activity on the annual basis.

(3) The revenue of the Stock Exchange are compadged
a) the deductions from the remuneration receivetheystock Exchange,

b) contributions, fees and other payments madééyrtembers of the Exchange and third parties
in the Exchange trades for the services providetheyExchange;

c¢) fines paid for the violations of the requirensemf the internal documents of the Stock
Exchange, and

d) other revenue resulting from the Stock Exchaopgration.

(4) The Stock Exchange revenue shall be channeletbver expenses connected with the Stock
Exchange personnel expenses, organization, expamsiprovement of the Exchange activity and
at the creation of the guarantee fund, which vedgtipulated by the exchange statutes.

(5) The guaranty fund of the Stock Exchange membarsiot be utilized to cover debts for the
obligations of the Stock Exchange member with thireeption of cases determined by the
exchange rules, or in the event of terminationhef membership in the Exchange, liquidation of
the Exchange member and/or a claim to its assdiseirevent of bankruptcy. In these cases the
Stock Exchange has a prior claim to cover debtgherobligations of a member connected with
Exchange activity.

(6) In compliance with the Stock Exchange rules Bresident (Executive Director) of the Stock
Exchange is entitled to temporarily suspend a menfimm participation in the exchange
transactions.

(8) The National Commission has the rights to sndphe right of exchange members to participate in
exchange transactions. Such resolution of the Nati€ommission can be examined by a court
body.
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Chapter 9. Self-Regulatory Organizations of Professnal Participants in Securities Markets

Article 50. Requirements to a Self-Regulatory Orgaization

(1) A self-regulatory organization shall be eststtidid by professional securities market participants
which carry out homogeneous professional activitiethe securities market and is registered by
the National Commission pursuant to the stipulatededure.

(2) The National Commission has the right to iskcenses to a self-regulatory organization for one
type of activity on the securities market.

(3) Self-regulatory organization shall be set up fo
a) creating the environment for professional asésifor professional participants in the secusitie
market;
b) meeting the standards of business conduct isaberities market;
C) protecting the interests of security owners atieer clients of professional participants in the
securities market which are members of a self-ggguy organization;

d) establishing rights and standards for securit@ssactions which ensure efficient operation in
the
securities market.

(4) All revenues of a self-regulatory organizatishall be used exclusively for providing the
fulfillment of the objectives specified in the cterand shall not be subject to distribution among
its members.

(5) A self-regulatory organization is entitled:

a) in conformity with this Law, to draft and intnock the rules of professional activities in the
securities markets, operational standards of ggsiriransactions which are binding upon all

members, and to enforce these rules;

b) execute supervision and check-up of the rutgslémentation and the mentioned standards;

c) to receive information on the results of the piamce examinations of its members carried out
in the manner established by the National Commmissio

d) in accordance with the qualification requirensenf the National Commission, to develop

training programs and plans, and to train stafpfanticipants in the securities markets; and

€) execute other rights provided by the license.

Article 51. Rules and Standards of a Self-RegulatgrOrganization

(1) The rules and standards of a self-regulatogamization shall contain the following requirements
set for the self-regulatory organization and itsmhers with respect to:
a) personnel's professional qualification (exceptéchnical personnel);
b) rules and standards of professional activities;
c) rules restricting price manipulation;
d) documentation, record-keeping and reports;
€) minimum amount of their own capital;
f) rules of joining, withdrawing and expulsion froffme organization of a professional participant
in securities markets;
g) equal rights of representation in electionshi® @drganization management and participation in
running the organization;
h) protection of clients' rights, including the pedlure of reviewing claims and complaints of the
clients of the organization members;
i) obligations of its members to clients and otpersons to compensate for the damages resulting
from errors or omissions committed by a member h&f brganization in the course of his
professional activity, as well as unlawful actiarfists member, officers, or staff members;
j) compliance with the procedure for reviewing oiai and complaints of the organization
members;
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k) procedures for inspecting the organization masilmmpliance with the established rules and
standards, including the establishment of a cdiippbody and a procedure for reviewing the
results of inspections by other members of theroegdion;
1) requirements to the information transparencyirigpections conducted at the initiative of the
organization; and
m) measures applied to the members of the orgamizatheir officers, and staff members, the
recording and application procedure, and enforcétieneof.

(2) Rules and standards of a self-regulatory omgditn shall not provide for any of the following:
a) a possibility of discrimination against clieasing the services of the organization members;
b) unmotivated discrimination against the orgamimamembers;
¢) ungrounded restrictions enjoining and withdrayirom the organization;
d) restrictions impeding the development of contjmetiamong professional participants in the
securities markets including regulation of fees aedenues from professional activity of the
organization members;
e) regulation of issues beyond the scope of conaaththose inconsistent with the operational
objectives of the self-regulatory organization; and
f) providing false or incomplete information.

(3) Rules and standards of a self-regulatory omgdiun shall take effect upon their approval by the
National Commission.

(4) Ungrounded refusal to approve the rules anddsi@s of a self-regulatory organization may be
appealed against in court in the manner stipuliaté¢ide legislation.

Chapter 10. Regulating the Activity of ProfessionaParticipants in the Securities Markets

Article 52. Licensing of the Activity of Professioml Participants in the Securities Markets

(1) Stock Exchanges, depositories, clearing orgaiomzs, investment funds, and self-regulatory
organizations shall carry out their activity on thasis of the license issued by the National
Commission.

(2) Other types of professional activity in the w@tes markets specified in Chapter 7 of this Law,
except for cases stipulated in paragraph (3) sfAniicle and paragraph (3) of Article 33, shall be
performed on the basis of the license issued byNhgonal Commission or organizations
authorized thereby.

(3) Issuers, pursuant to the legislation, haveitite to maintain the registry independently, havihe
license from the National Commission.

(4) The National Commission or license-issuing arg@ations shall supervise the operation of
professional participants in the securities marleetd make decisions on revoking the license in
the event of violation of the securities legislatio

(5) The National Commission shall send to the Neidank of Moldova notices in writing on the
facts of issuing licenses to banks and other fiigmestitutions, and on suspension and revocation
of the licenses.

(6) Procedures for issuing licenses and for licenspension and revocation shall be set forth &y th
National Commission or organizations authorizedehyg in compliance with the legislation.

Article 53. Requirements to Professional Participats in the Securities Markets

(1) In cases stipulated by the legislation, pratesd participants in the securities markets, ekéep
financial institutions and issuers acting as siregléty registrars in cases stipulated in this Law
shall conduct professional activity in the secasdtmarkets as an exclusive one.

(2) Professional participants in the securities ket shall comply with the mandatory own capital
adequacy requirements established by the Natiowahn@ssion and other indicators (norms)
restricting the risk of dealing in securities. Tih@ms for banks and other financial institutions

254



shall be established by the National Commissiorcanrdination with the National Bank of
Moldova.

(3) Brokers, market-makers, and dealers licensedtigy National Commission or authorized
organizations are obliged to become members of Steck Exchange in compliance with
procedures set out in this Law.

(4) Professional participants in the securities katr are prohibited from performing the over-the-
counter transactions in securities of such claisegsegisters of which registered more than 50
persons.

(5) Other requirements to professional participamtiie securities markets, including requiremeats
their officers and employees shall be set by thigoNal Commission.

SECTION IV. PROTECTION OF INVESTORS' INTERESTS IN T HE SECURITIES
MARKETS

Chapter 11. Disclosure of Information on Securities

Article 54. Disclosure of Information by the Issuer

(1) The issuer of securities placed by means ofipofffering shall be obliged to disclose infornuati
about its securities and financial and economicatp in the following forms:
a) annual report for securities;
b) reports on all substantial events and actioffiectfig the issuer's financial and economic
operation;
¢) public offering prospectus; and
d) report on the results of the public issuancsegiurities.

(2) The quarterly report on securities shall ineluh the mandatory basis the following:
a) information about the issuer, including:
- list of issuer's insiders, information on sedastcirculation of the issuer, which belong to them
- list of persons included in the issuer's managerhedies, and the amount of their participation
in the issuer's statutory capital, list of the es&uaffiliated persons;
- list of shareholders owning no less than 5 pdroéthe total amount of the voting shares placed
by the issuer;
- list of legal entities where the issuer owns egslthan 25 percent of the statutory capital,
- list of the issuer's branches and representaffiees;
- information about the issuer's reorganizationther reorganization of its affiliated persons; and
minutes of the general meetings of the securitgérsl of the issuer in the event that the meetings
were held during the reporting quarter;
b) information about the issuer's financial andneeoic operation, including:
- balance sheets, profit and loss accounts;
- information on statutory capital;
- facts about the issuer's transactions the sizehath or the value of property on which makes up
no less than 25 percent of the issuer's assefslas wansaction day;
¢) information on the issuer's securities, inclgdin
- number of issued securities, their classes;
- number of purchased and re-purchased securities;
- information about dividends and interest accroredhe issuer's securities.

(3) The National Commission can set forth, as reangs additional requirements to the quarterly
reports.

(4) The annual report shall be compiled upon tisalte of the year. It shall be approved by thedassu
authorized body and filed with the National Comrnaasno later than March, 15 of following
year.
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(5) The annual report shall be drawn up on thesbafsthe results for each reporting year. It sball
certified by the issuer's authorized body, verifledan independent auditor and filed with the
National Commission and published in the mass medialication no later than March 15
following the reporting year. It shall be also mneted to the owners of securities at their request
for a fee not exceeding the cost of printing a copthe report.

(6) Considerable events and actions affectingitr@ntial and economic activities of the issuerthee
following:

a) reorganization of the issuer and its affiligbedsons;

b) a decision of the issuer's authorized body td bho issuance of securities, registration of the
public offering with the National Commission, imition and termination of securities placement,
approval of a report on the public issuance resahld its registration with the National
Commission, and acknowledging the issuance as wgaliavalid;

c) accrual and/or payment of yield on issuer's sges;

d) emergence in the issuer's registry of a persarirg no less than 5 percent of its voting shares
of any class;

e) days of closing the registry, the deadline fflfing the issuer's obligations to holders, terofs
convening and holding the general meetings;

f) decisions of the general meetings;

g) facts of replacing the independent registraaroindependent auditor of an issuer;

h) facts of the issuer's one-time transactionsitheeor amount of property on which makes up 25
or more percent of the issuer's assets as of teeoflthe transactions; and

k) other events and actions referred to the coralidie ones in the normative acts of the National
Commission.

(7) Reports on considerable events and actionstaffethe issuer's financial and economic operation
shall be published by the issuer in mass mediaspaesl forwarded by it to the National
Commission or an authorized body within five dafterathe events or actions have taken place.

(8) Procedure of the information disclosure corgdiin the issue prospectus and the report on the
results of the public issuance of securities amdféihmat of the annual report shall be established
by the National Commission.

(9) Standards of information disclosure by theéssuhat are banks or other financial institutishall
be set by the National Commission in coordinatiath whe National Bank of Moldova.

Article 55. Disclosure by Professional Securities Brket Participants

(1) Professional participants in the securities ket shall disclose information about their segurit
transactions in the following cases:
a) the professional participant in the securitieskets has performed transactions with the same
type of securities of a single issuer within onartger provided that the number of securities under
these transactions was no less than 100 percéime ¢dtal number of these securities; and
b) the professional participant in the securitieskats has performed a one-time transaction with
the same type of securities of a single issuerigealvthat the number of securities under this
transaction was no less than 5 percent of the aotalunt of these securities.

(2) Professional participants in the securities ke shall disclose the specified information
containing:
a) the name of the professional participant inséaeurities markets,
b) the type of securities;
c) their state registration number,
d)the name of the issuer,
e)minimum and maximum price of one security,
fithe number of securities.
g)data of transaction execution.
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(3) Professional participant in the securities rearttisclosures information no later than five days
after the expiry of the appropriate quarter, dusirigch the transaction has been executed, or after
the appropriate one-time transaction pursuant tmageaph (1) by notifying the National
Commission.

(4) Upon offering and/or announcement of the pusehand/or sale prices of securities the
professional participant shall disclose the puliiformation disclosed by the issuer of these
securities or announce that it does not have mfiigration.

(5) Professional participants in the securities ket shall also disclose other information on its
activity in the volume and in the manner envisiobgdhis Law and the legislation regulating this
activity.

Article 56. Disclosure by Stock Exchanges

(1) The Stock Exchange shall disclose the follownfgrmation:
a) Stock Exchange rules and the statutes;
b) list of persons comprising the management baafiéise Stock Exchange;
c) list of the Stock Exchange members;
d) list of securities admitted for circulation imet Stock Exchange; and
e) for every transaction effected at the Stock Brde - the date and the time of the transaction,
the type and the state registration number of ¢loerities which are the subject of the transaction,
price per security and the number of securitigbéntransaction.

(2) The stock exchange shall publish the followinfprmation in the exchange bulletin or in other
mass media periodicals:
a) no less frequently than once a month, the inddion on securities admitted to circulation at the
exchange; and
b) as a result of each trading session, the infooman transactions effected at the exchange.

Article 57. Disclosure by Self-Regulatory Organisabns

(1) Self-regulatory organization shall disclose thigowing information:
a) rules and standards of a self-regulatory orgdioiz;
b) list of persons comprising the management baafiesself-regulatory organization;
c) list of members of a self-regulatory organizatio
d) list of persons which obtained the qualificaticertificates and licenses for various types of
professional activities in the securities marketsued by the self-regulatory organization, and
terms of obtaining the above-mentioned certificadesl licenses — in the event that a self-
regulatory organization is vested with the rightscompliance with the terms and conditions of
the general license issued by the National Comonissind

e) information on taking measures to members oélfaregulatory organization, their officers, and
personnel.

(2) Self-regulatory organization shall discloseestinformation on its operation in the manner and
volume stipulated by the National Commission.

Article 58. Disclosure by Securities Owners

(1) The owner of securities purchasing 5 per cemt more than total number of securities of one
issuer shall inform the issuer and the National @iggsion within 10 days from the day of
purchase. The same requirements are to be folltwele holder at further purchase of 5 per cent
securities of the issuer.

(2) The owner shall disclose the following inforimatabout his/her specified securities:
a) name of the owner;
b) class of securities;
c) their state registration number;
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d) name of the issuer of the securities ;
e) number of securities belonging to them; and
f) relative share of securities belonging to thenenin their total amount.

Chapter 12. Use of Inside Information in the Secuties Markets

Article 59. Issuer's Insiders

(1) The issuer's insiders shall include:

a) officers of the issuer, including the membersthed Surveillance Committee, the Board of
Directors, management, the Auditing Commission atkler similar bodies of the issuer's
management;

b) persons that control the issuer;

¢) persons that by virtue of their position, or endn agreement, or due to the confidence of the
issuer or other its insider have access to thdeansiformation of the specified issuer; and

d) individuals who within the last six months hedposition or were otherwise affected by
subparagraphs a), b), or c¢) of this paragraph.

(2) Insiders of the issuer are obliged to submith® National Commission a report on the number of
the issuer's securities whose shares it owns,|@hahges in the ownership rights on its securities
which happened during the month, and on all traiwas with the issuer's securities. The reports
shall be filed with the National Commission no tdtean the tenth day of the month following the
reporting one.

Article 60. Transactions Performed with Use of Ing fie Information

1) The issuer's insider is prohibited from condugtiransactions with the issuer's securities with
securities of a third party with use of inside mfation if the third party is involved in the
transaction with the issuer or intends to partigpa the transaction the insider is informed apout
and to affect the transactions with the securit@sducted by a third party.

(2) The issuer's insider is prohibited from dissiggnsider information to any person who can une t
information for the purpose of conducting the siims transactions stipulated in paragraph (1).

(3) Any person who has violated the aforementiomeglirements shall reimburse the damaged party
for its losses, including lost profit.

(4) The provisions of this Article shall also apgly any persons who obtain the issuer's inside
information from an insider or otherwise with thenaof performing a transaction with securities
of this issuer.

Chapter 13. Advertising in Securities Markets

Article 61. Requirements to Advertising

(1) Any advertisement in the securities marketdl slomtain the name of the advertiser.

(2) Any advertiser who is a professional participanthe securities markets shall include in the
advertisement the information on the types of @@ it is engaged in the securities markets
according to the advertisement.

(3) Advertisers shall not:

a) advertise unauthenticated or misleading infoionatbout their activity and about the securities
offered for purchase and sale or other transactithres conditions of these transactions, and the
issuers of securities;

b) advertise the expected amount of yield on stesrfexcept for securities with fixed income set
in the public offering prospectus) and forecastprafe increase;

¢) guarantee in public or otherwise inform potdnitiestors of the collateral on a security in
question compared to other securities or finanostuments;
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d) use advertising for unfair competition by reifegr to the shortcomings of professional
participants in the securities markets involvedha similar activity or of the issuers of similar
securities; and
e) refer in the advertising on the advertiser'sfqggerance evaluation made by the National
Commission or other public authority.

(4) Should any of the circumstances defined in grazh (3) be found in an advertisement, it shall be
deemed done in bad faith.

(5) The advertiser shall be held responsible fgrdamage caused by the advertisement in bad faith i
conformity with the legislation.

(6) In the event that the advertising is acknowtitp be in bad faith, the contracts of the adserti
with the advertising agent shall be invalid.

(7) The advertiser shall submit to the National @dssion a copy of an advertisement within 10 days
following its publication.

Article 62. Information that is Not an Advertisemert in Securities Markets

(1) Generally available information about secusiténd issuers specified in this Law as well as the
information submitted to authorized bodies in camioe with their securities market regulation
function in compliance with legislation shall noe lronsidered an advertising in securities
markets.

(2) Information about the issuance of securitiegh®yissuer and accrued and/or paid dividends is an
advertising.

Article 63. Ban on Securities Advertisement

(1) Securities shall not be advertised:

a) prior to the registration of public offeringstender offers in compliance with this Law; and

b) during suspension of the issuance.

(2) Contracts on securities advertisement shall deemed invalid in the cases specified in
subparagraph a) of paragraph (1).

(3) The National Commission is entitled to filetat$or the damage caused to investors as a result
failure to observe the requirements of this Article

Article 64. Additional Grounds for Termination of t he Contracts on Securities Advertisement

(1) Deeming the securities issuance invalid onrtissue defective shall serve as the additionalmpio
for termination of the contract on securities atigement.

(2) A contract on securities advertisement theassa of which is deemed invalid or the issue of
which is deemed defective is terminated upon ruatifon of the advertising agent by the
advertiser.

(3) Advertising agent is entitled to request fromadvertiser reimbursement for losses caused as a
result of terminating the contract on advertisement

Chapter 14. Responsibilities for Violations in theSecurities Markets

Article 65. Manipulations in the Securities Markets

(1) Manipulation in the securities markets shalbbened.

(2) Manipulations in the securities market is cdaséd:
a) false or other misleading statements, includpm@mises, forecasts, or other similar
announcements, including advertisement addressetthé¢o persons; and
b) use by professional participants in the se@sitharket of by its collaborators of confidential
information violating the legislation at the exdout of transactions with securities, as well as
influence of transactions by third parties;
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c) violation, non-execution or non-adequate diskBbrexecution of the requirements by the
brokers, stipulated by the legislation and the i@t} other stipulations of the legislation andeoth
normative acts of the National Commission;

d) refusal of the dealer to execute securitiessiations pursuant to essential reasons announced
by it, in the event of lack of the essential reasonthe dealer's announcement - pursuant to
conditions proposed by the client or pursuant ¢ldgislation requirements.

(3) The fact of manipulations in the securities keatis qualified by the National Commission, whose
decision may be examined in the court.

(4) Any person involved in manipulation in the seites markets, including sale or purchases of
securities by means stipulated in paragraphs (3hisf Article is obligated to reimburse the
damaged party for losses, including lost profitlesa the person proved that the damaged party
had been aware about the manipulation or use oh#rgioned means.

(5) A professional participant bears responsihilityrsuant to the legislation, for manipulationghia
securities market..

Article 66. Other Violations in the Securities Markets

Violations in the securities markets also include:
a) carrying out unregistered public or tender offer
b) failure to introduce during the initial publiéfering appropriate amendments and additions to
the public offering prospectus and other documentsmitted for the registration of the public
offering in the event that it was discovered thiagyt are inconsistent with the legislation
requirements;
c) providing false information or concealing actuaformation requested by the National
Commission during licensing or registration;
d) violation of the registry maintenance requiretserand maintenance of the registry with
violation of the established rules;
e) failure to meet by issuers, professional pgréicts in the securities markets and their self-
regulatory organizations the standards for repgrtipublication in the open press and their
submitial to the National Commission as set fontthie legislation;
f) failure to meet by professional participantstime securities markets the requirement to the
clients' access to the available information alboeir activities; and
g) other violations stipulated in the legislationdanormative acts issued by the National
Commission.

Article 67. Responsibility/or Violations in the Searities Markets

(1) Persons who violated this Law and other legistaon securities shall be held responsible in the
manner stipulated in the civil, administrative amininal legislation.

(2) Damage caused as a result of the violationghef legislation on securities is subject to
reimbursement in the manner envisioned in the @gislation of the Republic of Moldova.

Chapter 15. Final and Interim Provisions

Article 68. Taking effect of the present Law

(1) The Law shall take effect upon its publication.

(2) Issuers of securities:
- which are in the process of securities issuarscefdahe moment of effectiveness of this Law,
shall complete the issuance in the manner validrbahe Law has taken effect; and
- before January 1, 2001, shall introduce amendsnantl additions resulting from this Law in
their foundation documents and compliance manuals.
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(3) Before January 1, 2001, professional partidipain the securities markets, except for trust
companies and privatization investment funds shall
- bring their foundation documents in compliancéwihis Law;

- submit to the National Commission documents faaming a license for professional activities
in the securities markets.

(4) In the event the professional participant ia tlecurities market is refused to be issued teadke,
it is liquidated pursuant to the procedure stipddty the legislation in force.

(5) Before July 1, 2000 self-regulatory organizasighall:

- bring their statutory documents in compliancewtite requirements of this Law
- submit to the National Commission the documemiobtaining a license of a self-regulatory
organization.

(6) Within 3 months after present law takes effdog, stock exchange will bring its foundation acts
into the compliance with this law. Persons, whidrspant to the present law, lost their
membership of the stock exchange are obliged tatssl shares, pursuant to the stipulations of
Article 44 paragraph 5.

(7) Applications for a license for professionaligties in the securities markets, for registratafrthe
securities issuance, and a permit to hold opencsiphisn to securities, being reviewed by the
National Commission at the moment the Law takesciffshall be returned to the applicants for
bringing them and the attached documents in comgeiavith this Law.

(8) Stipulations of the present law are not appliedor issuance and state securities circulatifore
January 1, 2000.

(9) The National Commission shall enforce the caamgle of issuers, professional participants in the
securities markets, and self-regulatory organinatiwith provisions of this Article.

(10) Within 3 months the Government shall:

- submit the Parliament for examination proposalated to bringing this law into compliance
with the legislation, including draft low on trustanagement and fiduciary companies in the
securities market;

- will bring its normative acts into the complianeéh the present law.

(11) The following documents shall be deemed inkali
Law on Securities Circulation and Stock Exchanges4Ri7-XIll of May 18, 1993 (Monitorul
Parlamentului Republicii Moldova, 1993, No.7, AG4;

Parliamentary Decree on Implementation of the Lamv Securities Circulation and Stock
Exchanges No.1428-XIIl of May 18, 1993 (Monitoruaffamentului Republicii Moldova, 1993,
No.7, Art.205);

Law on Introduction of Amendments and Additionstie Law on Securities Circulation and
Stock Exchanges No0.491-XIll of June 8, 1995 (ManitdOficial al Republicii Moldova, 1995,

No0.58, Art.638);

Article XIX of Law on Amendments and Additions toi8e Legal Acts No.788-XIll of March 26.
1996 (Monitorul Oficial al Republicii Moldova, 1998l0.40-41, Art.367); and

Article IV of Law on Amendments and Additions torS8e Legal Acts No.827-XIll of May 3,

1996 (Monitorul Oficial al Republicii Moldova, 1998l0.46-47, Art.413).

Law on the National Securities Commission (No. X9%-of 12.11.1998)

The Parliament approves the present organic law
Chapter 1

GENERAL PROVISIONS
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Article 1.

(1) The National Securities Commission (here-andrakeferred to as the National Commission) is a
body of public administration, undertaking reguigti supervision, monitoring of the capital
market and activity of its participants. It is iarée to make decisions, grant benefits, interfere,
monitor, put under a ban, impose administrative aigtiplinary penalties pursuant to the
legislation.

(2) The National Commission is a legal person, hagamp with the State Emblem and its name.
Authority of the National Commission is in forcedhighout the Republic of Moldova.

(3) The location of the National Commission is Chisimawnicipality.

Article 2.

(1) The National Commission undertakes its activityspiant to the requirements of the Constitution,
present law, other normative acts, stipulationsitef regulation and is independent when
implementing its plenary powers.

(2) Annually the National Commission presents to thdidaent, the President of the Republic of
Moldova and the Government a report on its actigitg operation of the capital market.

Article 3.
(1) The main assignments of the National Commission are
a) organization and implementation of capital marletedopment policy;
b) regulating, supervision and monitoring of the calpibarket;
¢) maintain the rights of investors and public;
d) inform the securities owners and public on supply demand, on issue and circulation of the
securities;
e) determine the standards of professional activityhencapital market.

Article 4.

While implementing its plenary powers the NatioGalmmission interacts with public authorities with
the aim to provide the maintenance of investorsl amblic's interests, as well as to provide
transparency on the capital market.

Article 5.
The National Commission has the right to coopevatk the corresponding specialized international
organizations and be their member.

Article 6.

(1) The budget of the National Commission is formednfro
a) dues, paid for issuance of any permits, licensgshénefits granting, certification, registration,
authorization, for making modifications to any bétabove mentioned documents;
b) penalties, imposed pursuant to the legislation.

(2) Financial incomes, mentioned in part (1), are aedatad on a special treasury account and are
stipulated in a specific article of the state bud@éthdrawal of these incomes are not allowed.

(3) At the end of financial year the excess of the d&tl Commission budget is to be transferred to
the state budget. In the event of insufficiencynebme, the deficit is covered from the state
budget by means of credit pursuant to the mainesteate of the National Bank of Moldova.

Article 7.

The Government, the National Bank of Moldova, ntimés and departments, other bodies of public
administration are to coordinate the draft projedtthe normative acts, related to the functiorihef
capital market and corporate management, with #it@Nal Commission.

262



Chapter Il

FUNCTIONS AND RIGHTS OF THE NATIONAL COMMISSION

Article 8.
For implementation of the tasks, stipulated bygresent law, the National Commission:

a) regulates the capital market;

b) issues licenses on professional activity with séiegr and on activity of self- regulating
organizations;

c) supervises and monitors the implementation of ttipulations of the laws and other
normative acts on securities;

d) determines the order and conducts the registragfopublic and tender offers, related to
securities, as well as registers the results ofipoffers implementation;

e) stipulates the manner of allocation and circulatadnthe foreign securities on the capital
market of the RM;

f) drafts and approves the rules on professional igctivith securities, including standards of
insurance and granting other guarantees for thitgataparket;

g) establishes compulsory requirements for securijgsrations, including provided with the
real estate, for accounting and depository actwitthe professional participants of the capital
market, for registry on the shareholders;

h) together with the Ministry of Finance drafts angegves standards and rules of accounting
system, as well as for specialized reporting systénthe professional participants on the
capital market, issuers and self-managing orgaboizsit

i) provides creation of the public informational baseissuers, owners of licenses and function
of the capital market;

j) approves qualification requirements for profesdioparticipants of the capital market,
establishes the manner on testing the above medtipersons;

k) keeps the state registry on securities, registrypmfessional participants of the capital
market, licensing on professional activity at tlapital market, certificates on operations with
securities;

I) in collaboration with the body of public adminigtoe, undertaking the antimonopoly
regulation, monitors the following of the antimowbplegislation on the capital market;

m) registers the issuance of the securities of theeissfrom the RM and issues the permits on
circulation of the securities abroad;

n) informs the public on its activity, on developmaitthe capital market, including monthly
publishing of the securities prices, which are he tirculation out of the Stock Exchange,
determines periodic press where the professionétipants of the capital market and issuers
are to publish the information, which should beroparsuant to the legislation;

0) undertakes other plenary powers, stipulated byleéheslation on securities, on joint stock
companies and regulations of the commission.

Article 9.

(1) The National Commission has the right to:
a) qualify securities (determine their kinds) parrsiio the legislation on securities;
b) in cases, stipulated by the legislation, suspgaedssuance of securities or cancel the specific
issuance of securities;

¢) impose restraints on activity of securities neaiarticipants, namely, suspend bank operations
on their accounts;
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d) send directions to securities market participaftr further compulsory implementation,
including directions on holding general sharehd@ddeeetings, require presentation of accounting
and other documents, oral and written explanations;
e) request and examine reports on activity of sgesimarket participants periodically, pursuant
to the stipulations of the legislation;
f) for professional participants of securities nerkstablish compulsory standards of net assets,
limiting risks on securities operations;
g) appoint independent registrar. The issuer, windated the stipulated order of keeping the
registry on securities shareholders, is to concludentract on keeping the registry on securities
shareholders with the registrar;
h) in cases of securities legislation violationthathe aim to maintain the interests of investors a
public suspend the placement and circulation ofises at the stock exchange and secondary
market, clearing and counting on transactions;
i) suspend any activity on the securities markétictv contradicts legislation, as well as activity,
not stipulated by the legislation;
j) in the event of violation of the securities Iglgition, undertake measures towards individuals -
participants of the capital market;
k) examine materials on administrative violationsthe sphere of capital market and impose
administrative penalties, pursuant to the legisigti
1) establish requirements on protection of mategdl securities forms and in collaboration with
the respective bodies monitor the implementatiothefrequirements;
m) monitor the circulation of securities in the RM;
n) appoint administrators in the event professiopatticipants on the capital market are
liquidated;
0) pursuant to the legislation on securities, dyalie activity of securities market participants a
manipulation on the capital market.

(2) The National Commission has the right to prevjghid services, related to the operation of the
capital market, if these services are not its duséipulated by the legislation. The list of seed
and prices are determined by the regulation oCbi@mission.

Chapter Il
MEMBERSHIP OF THE NATIONAL COMMISSION AND ITS BODIE S

Article 10.
The National Commission is a corporate body andfirasmembers, including the chairman and the
deputy chairman.

Article 11.

All members of the National Commission are appairiig the Parliament for a period of seven years
according to the proposal of the Speaker of thdidPeent. The condition is that the parliament
commissions on rights, appointments and immunityeconomy, industry and privatization submitted
positive decisions. Each members of the Nationah@wssion has the right to be reelected.

Article 12.

Members of the National Commission may be appoinigzens of the RM, having experience in the
sphere of finance, economy and bank system folesstthan 10 years.
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Article 13.

(1) Appointment of the members of the Commissiomé&le by consent of the candidates, proved in
written form.

(2) If the candidate to the National Commissioa imember of any party or other public organization,
he should stop his membership in the party or ar}ip organization.

Article 14.
The plenary powers of the member of the Nationah@ission are suspended in cases when:
a) the term of appointment has expired,;
b) the Parliament recalls members in the eventnghtisfactory implementation of its duties or
violation of legislation;
c) replaces members, in the event of non-implentientaf the duties;
d) dismisses.

Article 15.

(1) The structure of the executive body of the dlal Commission, which is formed of departments
and sections, its schedule, wages and expensesstablished by the regulation of the
Commission.

(2) The National Commission creates its own tefidtaagencies and approves regulations on them.

Article 16.
There may be created an advisory body within thigoNal Commission - Expert Board. The National
Commission appoints its organization, membershiitnplenary powers.

Article 17.
The National Commission has the right to attracerdests and practice-specialists for conducting
consultations, audit and examinations, paying tbeivices, pursuant to the legislation;

Chapter IV
DECISIONS OF THE NATIONAL COMMISSION
AND THE PROCEDURE OF THEIR APPROVAL

Article 18.

(1) The Decisions of the National Commission arelenaithin the sittings, which may be ordinary or
special. Minutes of the sittings are signed by @airman of the Commission. Ordinary sittings
are called when necessary, but no less than twestarmonth, special meetings - on the initiative
of the Chairman or not less than two members oNtgonal Commission.

(2) The sittings of the National Commission maydpened or closed. Closed sittings are held when
there is a danger to cause damages to the capgtddetnor its members. Decision on a closed
sitting holding is made by voting.

Article 19.
(1) The sitting of the National Commission is authed when not less than four members are present.

(2) The decisions of the National Commission anpreyed by the majority of voting present at the
sitting. In the event of equal votes, the voteh® Chairman or, in his absence, of his Deputy is
considered the casting vote.
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(3) Members of the National Commission have théatritp express special opinion on specific
guestions and register it in the Minutes, enclogivggcorresponding materials.

Article 20.

The National Commission makes decisions in formeeblution or decrees. Resolutions are signed by
the Chairman or, in his absence, by his Deputyredec- by the Chairman or his Deputy, or by one of
the authorized member of the Commission.

Article 21.

(1) Resolutions of the National Commission may wtife creation and liquidation of different
institutions, including territorial agencies; isaga and cancellation of permits, licenses; approval
and cancellation of documents; approval and maific of normative acts on regulation of the
capital market; approval of regulations on capitelrket institutions; granting and recalling of
plenary powers; putting under a ban.

(2) Decrees of the National Commission stipulate thquirements on presenting information and
documents, check-up and examination are conductestignt to the decrees.

Article 22.

(1) Resolutions and decrees of the National Comarisare published in "Official Monitor of the
Republic of Moldova".

(2) Resolutions of the National Commission come fiorce from the day of publication, if there are
no other terms stipulated.

(3) Decrees of the National Commission come intoddrom the day of publication.

Article 23.
Decisions of the National Commission may be appkiaieourt.

Chapter V
RIGHTS AND COMMITMENTS OF MEMBERS
AND EXECUTIVES OF THE NATIONAL COMMISSION

Article 24.
Members of the National Commission are independeithplementation of their duties and comply
with legislation.

Article 25.

(1) The Chairman of the National Commission:
a) manages the activity of the National Commissioasponds to the Parliament on
implementation of the assignments, stipulated by fhvesent Law and regulation of the
Commission;
b) represents the National Commission in relatiasith public bodies, as well as in specific
international organizations;
¢) calls the sittings of the National Commissiorggides and provides the implementation of the
approved decisions;
d) distributes the duties and plenary powers of Naional Commission members, approved
through the Commission's decree;
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e) organizers holding of tenders on vacancieseénettecutive body and territorial agencies of the
National Commission;
f) appoints and fires employees of the National @ussion and territorial agencies. If it is
necessary, imposes disciplinary penalties, purdadtie regulation;
g) signs conclusions, reports, official answers aiteér mail.

(2) In the absence of the Chairman of the Nati@@ahmission the functions, stipulated in part (1),
are undertaken by his Deputy.

Article 26.
The Chairman of the National Commission takes parthe sittings of the Parliament and the
Government, with the agenda related to regulatimhfanction of the capital market.

Article 27.

(1) Members and executives of the National Commisare to:
a) keep the confidentiality of the information, ee®d within the process of implementation of the
functions;
b) abstain from any activity or actions incompatillith the activity as a member or executive of
the National Commission.

(2) Members of the National Commission may not:
a) be a close relative or be in close relation$ e President of the Republic of Moldova, the
Speaker of the Parliament, the Prime-Minister Rtesident of the National Bank of Moldova;
b) have previous convictions;
¢) undertake any other paid activity, with the gt of scientific, teaching and art activity;
d) be members of administrative boards, board odcthrs, managing committee, inspection
commission and other managing bodies of legal persahich are subject of supervision on
behalf of the National Commission;
e) hold more than 0,5% shares (participation sharepther securities of the professional
participants and issuers;
f) use their plenary powers in advertising.

(3) Executives of the National Commission haveigbtrto:
a) undertake any other paid activity, with the gt of scientific, teaching and art activity;
b) be members of administrative boards, board ofcthhrs, managing committee, inspection
commission and other managing bodies of legal persahich are subject of supervision on
behalf of the National Commission;
¢) hold more than 0,5% shares (participation sharepther securities of issuers and license
owners;
d) use their plenary powers in advertising.

Article 28.
Members and executives of the National Commissiwtettake administrative and criminal liability
in the event of violation of the stipulations oftite 27.

Article 29.

Members of the National Commission and its autlarimembers are authorized to request any
documents, oral or written explanations, neces$aryimplementation of control functions of the
National Commission, from capital market particifzan

Article 30.
Members and executives of the National Commissiemat authorized to pass their plenary powers
to other persons.
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Chapter VI
FINAL AND TRANSITIONAL PROVISIONS

Article 31.
The present law comes into force from the day dlipation.

Article 32.

Within two months period from the day of publicatiof the present law, pursuant to the legislation,
the State Commission for Securities Market charngesthe State Commission for Securities, which
is a successor of the State Commission for Seesififiarket.

Article 33.

The first membership of the National Commissiorajpointed by mandate with different duration.
Every year the duration of a member's mandate exiflire. The Chairman is appointed for seven
years, the Deputy Chairman - six years, one ofrtembers - five years, one member - four years, one
member — three years.

Article 34.

(1) Within two months from the date of applicatismbmission, the Government, or the authorized
local administrative body, is to pass all necesseay estate (plots and buildings) to the National
Commission and its territorial agencies, which@reghe balance of the above-mentioned bodies.

(2) Within two months period the Government togethigh the National Commission is to:
submit to the Government for examination:

- draft Law on formation of Fund on compensatiomnegstors' expenses;
- proposals on bringing the legislation into coraptie with the present Law;
bring its normative acts into compliance with tlmegent Law.

Speaker of the Parliament Dumitru Diacov

Requlation regarding prevention and combating mdaemdering on the securities market
(Decision of the NSC no. 11/1 of 28.02.2005) (ept®r

Published in Monitorul Oficial R.Moldova nr.36-3&/ of 04.03.2005

(2.1) Professional participants are obliged to tgveprograms on struggle against the money-
laundering, following measures including:

a) Use of certain methods, procedures and measifraesternal control which would provide
conformity of internal policy and procedures witkgislative norms and requirements on struggle
against money-laundering;

b) purpose of one or several persons among officiddo would be responsible for supervision of
execution of Law N 633-XV from 15.11.2001 about feevention and struggle against money-
laundering and financing of terrorism and for reation of methods, procedures and measures of
internal control stipulated by item 2.1 of presposition;

¢) Use of certain methods, procedures and measuarebservance of rules about client knowledge

d) Constant training of employees and realizatibstrict selection of staff;
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e) Carrying out regular internal audit for execntmontrol of Law N 633-XV from 15.11.2001 about
the prevention and struggle against money-laundexivd financing of terrorism.
(2.3) Professional participants also are obliged:
a) to collect, analyze and register data abouhidien basis of certifying documents of physical an
legal persons;
b) to receive information on persons, addresseaviicch open account or on behalf of which
transaction if there are doubts concerning actaingients on behalf of specified persons is carrie
out;
¢) to demand any necessary documents for persak eimel powers of representative (persons, trying
to operate on behalf of customer);
d) to fill the special data card on each operatitade by physical person for sum, exceeding 300
thousand MDL, and also on each operation madedletial person for sum, exceeding 500 thousand
MDL which is a subject to a direction in 15-dayesnh in Center. The data card is filled and in case
when sum of several operations accomplished wiBdirdays by physical or legal person, including
under their assignment, reaches specified aboveizhs;
e) in case of revealing circumstances specifyingbtfalness of prepared, made or perfect financial
operations to inform on it Center within 24 hours;
f) under decision of State Office of Public Progecwr judicial instance to stop fulfillment of lired
or doubtful financial operations for term of, sgied in decision, but no more than for five days;
g) under enquiry letter of Center to represent vailable information, documents, materials,
concerning fulfillment of limited or doubtful finaral operations;
h) to store the registers containing data on ifiedticlients, archive of accounts, and also primary
documents on perfect limited and doubtful finandpkrations before expiration of five years after
realization of operation;
i) to not inform third parties on transfer to Candé information on fulfillment of limited or doufl
financial operations, except cases stipulated gigligtion.
(2.8) The information on offshore zones and otlemressary information (about countries not applying
or applying insufficient measures on struggle agfaimoney-laundering or giving a high degree of risk
from the point of view of a crime rate and corrop)i it is periodically given to professional
participants by National commission on the basithefinformation received from Center.
(3.1) Professional participants are obliged to tlgvand apply rules about knowledge of client, veith
view of prevention of use of professional participeriminal elements.
(3.2) Rules about knowledge of client should ineluat least, norms and criteria:
a) about identification and acceptation of client;
b) about gathering and storage of information denc]
¢) about monitoring operations which have beenadiwut by client.
(3.3) With a view of rules application about knodge of client during moment of conclusion of
contract between broker and legal person, a besglent of an offshore zone, legal person will
present broker given information:
a) a series, number and date of delivery of cenfylocument, address and other necessary data
for identification of representative of legal parso
b) document on representation (power of attorneyem an extract from charter of a society, etc.),
certified according to legislation which will coiaa name and competence of legal person
representative;
c) data about legal identification (the certificatigout registration of legal person), address and
other necessary data for identification of legabkpe;
d) documents confirming identification of legal pen founders, up to a degree of an
establishment of founders-physical of persons.
(5.1) Till January, 31st of each year professiguetticipants will present to National commission
report on execution within the last year Law N 688-from 15.11.2001 about the prevention and
struggle against money-laundering and financingeobrism.

269



Reqgulation concerning the way of granting and winhl of license for performing the
activity on the securities market (Decision of M®C No. 12/1 of 28.10.1999) (excerpts)

Published in Monitorul Oficial al R.Moldova nr.15328 of 31.12.1999

(5) For reception of license for activity on a séges market applicant of license applies:
a) Enterprise registration certificate in State iRegtion Chamber;
b) Charter in duplicate with all changes and addgi registered on date of documents
representation. In charter of license competitarepk banks and other financial establishments
kind of activity on which license is requested dddue specified;
¢) Copy of certificate which has been given outhiy Main State Tax Inspection about reception
of a tax code;
d) Document confirming elections or purpose of gerey of license applicant;
e) Accounting balance and report on financial tssuhade for last registration date:
- Quarter, confirmed by a revision committee;
- Annual, confirmed by auditor examination.
In case when legal person founded up to establisretfor drawing up financial reports, submits
application up to specified term, organization-agpit of license is obliged to present accounting
balance and financial results report, made on ntirdate. In this case period between date of
drawing up of specified reports and date of subimissef application cannot exceed 30 days;
f) Bank and other documents confirming formationlégal person of own capital and guarantee
fund;
g) Copies of qualifying certificates of heads (mg&r) and experts of organization-applicant the
licenses which have been given out by the NatiQuahmission, and copies of work-record cards
with corresponding records;
h) Documents confirming presence of necessary tiondifor realization of given kind of activity
(requirement to premises, computer facilities,)gtc.
i) Main State Tax Inspection certificate on absenfcgebts against budget and Social Fund;
i) application for acknowledgement requirements eotsnce established by legislation and
statutory acts of National Commission to order ofiducting registers - in case of realization
activity on conducting nominal securities ownegister or clients register of nominal owner;
k) Internal rules about order and conditions ofrfation and use of guarantee fund,;
I) Copy of National bank of Moldova license (fomba and other financial establishments);
m) Procedures and measures of internal control owentenance of prevention and struggle
against money-laundering;
n) Other documents stipulated by present positiepedding on features of licensed kind of
activity.
Documents specified in sub items) and b) are repted in original or notarially certified copy.
The person, who signed application, bears respititsifior information reliability stated in
application and documents enclosed to them.

(7.2) The basis for refusal in licensing is:
a) Presence in presented documents doubtful orrdefl data;
b) Incomplete representation of documents spekifigresent position;
c) Discrepancy of presented documents to requirtsmeh legislation on securities, present
position and other statutory acts of the Nationain@ission;
d) Non-observance of requirements to sufficiencywh capital and guarantee fund, and also to
other obligatory specifications certain by the Na#l commission according to legislation;
e) Absence of necessary conditions for specified kif activity realization;
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f) Absence of account system and internal reportimgesponding requirements, established by
the National commission and the Ministry of Fingnce

g) Procedures and measures absence of internaloca@ver maintenance of prevention and

struggle against money-laundering;

h) Revealing during licensing some facts of infangent, legislation requirements on securities
and statutory acts of the National commission lganization-applicant of license.

(8.1) Basis for stay of action of license is:
a) Professional participant infringement of the iblal commission statutory acts positions
established for licensed activity realization;
b) Default by professional participant of t requilents established by the National commission to
size of own capital and guarantee fund;
c) Partial or time loss by professional participahability to carry out a licensed kind of actiyit
d) Non-observance of terms established by the Natioommission for elimination of revealed
infringements;
e) Untimely performance of obligatory National comsion decisions about elimination of
infringements of legislation on securities, presgosition, other statutory National commission
acts;
f) terms infringement, order and forms establisf@drepresentation in the National commission
of reports and information, presence in reportsnof confirmed or incomplete information
presented to the National commission;
g) Realization by professional participant of ti@ctions for own benefit in case of conflict
interest’s presence with clients;
h) Rendering of resistance at monitoring proceadingrofessional participant activity and default
of information and documents demanded during check;
i) Reduction of experts quantity which should withdail qualifying certificate, at cancellation or
expiry of qualifying certificate action term of gessional participant experts, or their dismissal;
j) Person application having license about timeg sthits action with instruction of reason and
decision of body, authorized to make such decision;
k) Infringement of tax laws;
[) Absence of office or unmotivated restriction aifcess to coherent person during more than 5
days on end;
m) Non-observance of legislation positions on pnéiee and struggle against money-laundering.
8.8. The license is cancelled in following cases:
a) Under application of professional participant;
b) Revealing in documents of doubtful data whicluldonot be revealed during moment of
licensing;
c) Infringement by professional participant of staty National commission positions acts
established for realization of licensed activity;
d) Infringement by professional participant of Natl commission decisions;
€) non executing in the terms established by thBoNal commission, infringements or their
consequences formed basis for acceptance of deeibout stay of action of license;
f) Repeated and-or especially heavy breaking latiisi on securities requirements, present
position, other statutory National commission acts;
g) Transactions realization forbidden legislation;
h) Persons rights infringement served by the psifesl participant.
i) Reorganization and-or liquidations legal persamo are carrying out activity on a securities
market;
1) Announcements of professional participant thelkapt on basis of judicial instance decision;
k) Manipulation on a securities market;
I) Cancellation of bank license and other casgallstied by legislation on financial establishments
and legislation on a securities market (for bamd @ther financial establishments).

271



Law on joint stock companies (No. 910-XIII of 5ydI996) (excerpt)

Chapter 2
SECURITIES OF THE COMPANY
Article 11. General Provisions
(1) The placement, circulation and cancellatiorsitdres, bonds, and other securities of the company
shall be carried out pursuant to this Law, legistabn securities and the company Charter.
(2) The company shall be entitled to place onlysteged securities.
(3) The company securities can be:
a) in the form of a certificate manufactured inrafing house; and
b) in the form of an entry in a personal accountugein the name of their owner or a nominee
holder in the company registry of security holders.
(4) The company securities of one type can be issmdy in one of the forms stipulated in paragraph
3.

(5) No payment in installments shall be alloweglatement of the company securities.

Law on operative investigation (No. 45-XIIl of 12.0994)

Official Monitor of the Republic of Moldova No. 18-of 31.01.2003

Chapter Il
PROCEDURE OF APPLYING OPERATIVE INVESTIGATION MEASU RES

Article 6. Operative investigation measures

(1) Operative investigation measures shall appliuincompliance with the legislation in cases when
there is no other ways of ensuring implementatioscopes envisaged under Article 2.
(2) With the scope of reaching herewith-specifidjeotives, the bodies exercising operative activity
with due observance of the rules of conspiracgll & entitled to proceed as follows:
1) to undertake, with the authorization of the ekang judge, the following operative
investigation measures:
a) residence searching and installation of auddgoy photo, filming devices etc.;
b) residence supervision by usage of technical sjean
¢) tapping telephone wires and interception of oto@versations;
d) control of telegraphic and other communications;
e) gathering of information from telecommunicatipstitutions;
2) undertake other operative investigation measures
a) interrogate citizens;
b) gather information;
c) apply field supervision;
d) institute proceedings and carry out factual doentation by using advanced methods and
technique;
e) collect materials (evidence) for the purposeashparative investigation;
f) carry out check up purchasing and delivery addpfound in free or restricted circulation;
g) search objects and documents;
h) identify persons;
i) search premises, buildings, land plots and trartation means;
j) check up of the mail of the convicted,;
k) carry out discussions with the accused one thithuse of

polygraph;
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I) use marking by applying chemical and other sgesibstances;

m) operative experiment

n) infiltrate operatively into criminal organizatis collaborators

of operative subdivisions and persons confidegtiaboperating with the bodies carrying out
operative investigation activity;

0) check up transfer of cash or other extorted rizdtealues.

(2) Operative investigation measures stipulateceuitdms 1)and 2) It. n) and o) shall be exerclsed
the Ministry of Home Affairs, Information and SetturService of the Republic of Moldova and
Center for Combating Economic Crimes and Corruptianthe basis of law and in cases when
such are required to ensure national security, ipubdider, economic welfare of the country,
maintaining law and order and preventing offenteslth care, protecting morality or to secure
rights and freedoms of other persons.

(3) List of actions listed under paragraph (2)xkaustive and can not be modified or amended unless
by virtue of the law.

(4) While applying operative investigation measuusg shall be made of informational systems,
video, audio and camera/photography means and atlvanced technical means.

(5) Official persons with the bodies exercisingergiive investigation activity shall be personally
involved in organizing and applying operative inigstion measures. If necessary, they can
appeal for help to specialists in different domaasswell as to citizens cooperating voluntarily
(publicly or secretly) with the bodies exercisireoative investigation

The Law on instituting the CCCEC (No. 1104-XV of 06.2002)

The Law of the Republic of Molvodova on Institutingthe Center for Combating
Economic Crimes and Corruption

No. 1104-XV of 06.06.2002
Official Gazette of the Republic of Moldova Nos:9941668 of 27.06.2002

The Parliament adopts the present organic law.

The present law establishes legal framework, plasiof activity, objectives and rights of the Gent
for combating economic crimes and corruption ad aglconditions of passing services within its
bodies.

Chapter |
GENERAL
PROVISIONS

Article 1. The Center for combating economic crimesnd corruption.

The Center for combating economic crimes and céimoghereinafter referred to as the Center) is a
specialized law-enforcement body designed to coaatdinancial-economic and tax offences as well
as acts of corruption.

Article 2. Legal frameworks

The legal frameworks underlying activities displdyey the Center shall be the Constitution of the
Republic of Moldova, the present law as well asptiegulatory acts and international agreements to
which Moldova is a party.

Article 3. Principles of activity
The Center shall carry out its activity on the badiprinciples as follows:
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a) legality;

b) observance of basic human rights and freedoms;

¢ expediency;

d) combining public and secret methods and facilities;

€) combining undivided authority and collegiality;

f) cooperating with other public authority bodies, fmimstitutions and individuals.

Article 4. Structure of the Center

(1) The Center is an integral centralized body emgassing central apparatus and its local level
subdivisions.

@ The structure of the Center, the number and logatioits local level subdivisions and coverage
area of their activity shall be approved by the &ament upon such proposal as advanced by the
manager of the Center.

(3) The Center and its local subdivisions are lleggdities, have their independent treasury aceount
and other required requisites.

(4) Allocation of local subdivisions of the Centgrall not necessarily correspond to administrative-
territorial division of the Republic of Moldova.

Chapter Il OBJECTIVES, OBLIGATIONS AND RIGHTS
OF THE CENTER

Article 5. Objectives of the Center

(1) The objectives of the Center are as follows:
a) preventing, disclosing, investigation and codtefithe financial- economic and tax offences;
b) counteract corruption and protectionism;
©) counteract legalization of material values andhtering illegally gained money.
d) performing anti — corruption expertise of thev&mment's drafts of legislative and normative
documents regarding their correspondence with giatey of prevention and countering of
corruption.

(@ The objectives pursued by the Center are congmsive and can not be modified or amended
unless in virtue of the law itself.

Article 6. Obligations of the Center
In order to execute entrusted objectives the Ceshialt proceed as follows:
a) carry out its activity in strict compliance withetiConstitution of the Republic of Moldova,
the present law as well as other relevant regulateeds;
b) carry out, in compliance with the legislation, eiint investigation activity;
¢ take measures to prevent, disclose and contends aafseorruption and protectionism,
inclusively by performing anti — corruption expsgtiof the Government’s drafts of legislative and
normative documents, with observance of principteggria and the procedure of its effectuation;
d) carry out criminal prosecution of offences refertedts competencies;
€) carry out proceedings on administrative contrawenteferred to is competencies;
f) carry out examination of financial-economic &itti and tax audits applying sanctions in
compliance with the effective legislation;
g take measures on restituting losses incurredetatate as a result of offenses preventing which
is referred to the competencies of the Center;
h) receive and register claims, notifications, a@geand other such information on offences and
carry out check ups on such in compliance withestablished procedure;
i) ensure security of activity and protection af fiiersonnel while fulfilling their service duties;
j) carry out within the frame of its competenciegasures on counteracting legalization of
material values and laundering illegally gained egn
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k) take measures to secure preservation of misneanppperty disclosed by the Center bodies
until its transfer into possession of the respectiuthority;

I) ensure training, retraining and refreshmentkdfsswith engaged personnel;

m) in compliance with the effective legislation ke®cord of persons liable under military service
passing services with the Center and making pats ataff;

n) ensure safeguard and safety of information refeto state, banking, commercial and other
secrets found under legal protection and made knimathe Center employees in the course of
fulfilling duties entrusted to the Center. Suchomfiation can be disclosed to other public
authority bodies in compliance with the law only.

Article 7. The rights of the Center

(1) with the scope of fulfilling entrusted objeais and obligations the Center enjoys the rights as

follows:
a) carry out operative investigation activitiesiraatt citizens and permanent employees to
confidential cooperation, use cover up documents dispose of provisional lock up ward for
conducting investigation in compliance with the lalthe regulation regarding the activity of
permanent employees of the Center is approvedégdkiernment.
b) prosecuting an inquiry and preliminary investigatio
© make out minutes on administrative contraventiderred to its competency;
d) retain in compliance with the law, persons suspkofecommitting offences, referred to its
competencies, hear out their explanations, effemtsgnal examination , examination and
confiscation of their personal effects and documenpply other such measures as envisaged
under the law;
€) appoint, in connection with examination of dulyistgred claims or notifications on offences
referred to its competencies, prosecuting an iggoiirinvestigation on such offences, examining
financial-economic activity and carrying out taxdds with both natural and legal persons
engaged in entrepreneurial activity, irrespectivethee form of property and type of activity
displayed by the latter; in the course of examoreti and audits to seal cash in vault, cash
machines, premises and places of safe-keeping dausncash and material values. Provisions
for carrying out examinations shall be approvedhgyGovernment;
f) make use, in the course of tax audits, of rightawfservice offices and its employees - of tax
officers, and charge tax liabilities due by taxpay®llowing the procedure set forth under tax
legislation;
g) during examination of financial-economic activitgdatax audits, prosecuting inquiries and
conducting preliminary investigations enjoy freeegs, and in case of obstruction, to penetrate
into premises in the territory or land plots ownleg natural and legal persons engaged in
entrepreneurial activity irrespective of the tydepooperty and business or location (except for
foreign diplomatic representation offices and cdasinstitutions); to conduct in presence of the
proprietor or his authorized representative andéase of his absence or refuse to attend -with
participation of local public administration repeagatives examination of said objects, including
means of transportation, check up and/or withdreguired items, material values and documents.
Penetration into residence against the will ofriteabitants shall be done in cases when executing
sanction of arrest or court rulings;
h) suspend transactions carried out by both naandllegal persons engaged in entrepreneurial
activity and bound to accounts held with the baahg other banking institutions and seize cash,
material values, accounts receivable and othetsaeg@med by these persons in case of revealing
involvement of the latter in illegal economical igity or dodging from making contributions to
the budget;
i) receive from public authority bodies, financiastitutions, economic agents and natural persons
required information and documents;
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j) carry out criminality and other kind of expedjsas well as researches according to its
competence, attract experts engaged by public atthmodies, state enterprises, organizations
and institutions to carrying out examinations arpegtise, clearing certain specific issues;

k) carry out, in compliance with the law, photodrgp taping, audio and video recording,
dactyloscopy and registration of persons subjetct@lbtention or arrest, stipulated under the law;
1) demand from managers of controlled enterprigesatry out inventory of material values and
cash and collating mutual offsets, duly submissaintechnical-regulatory and accountancy
documentation regulating and confirming transaation use of tangibles and cash;

m) ascertain violation of financial-economic and tagislation and apply sanctions stipulated
under the law;

n) sequester and/or confiscate from natural andl lpgrsons engaged in entrepreneurial activity
material values, including means of transportatiorcases as follows:

- failure to produce while transporting, storing efliag documents certifying legality of their
origin;

- storing non-enrolled into accounting documents net&alues or storing such in places not
declared with the tax authority;

0) arrest, if it can not be postponed, accountiogudhents of entrepreneurs, documents with false
registrations, goods without owner, objects andudwnts, from operative information, till the
final settling of the case;

p) in compliance with the effective legislation app with the statement of claim to a judicial
instance;

r) participate in the elaboration and improvemehiegislation in what refers to averting and
suppressing economic crimes and corruption;

s) require and receive information and consultingpert, from public authorities, necessary to
perform anti — corruption expertise of Governmendsafts of legislative and normative
documents;

t)advance proposals on elimination of causes amdlitons fostering offences arising from its
competencies and following the procedure stipulateder the law;

u)based on inter-governmental agreements (conve)ticarry out exchange of information on
economic relationships established by natural agdllpersons of the Republic of Moldova and
natural and legal persons of other countries;

V) using mass media with the scope of establisbingumstances of offences and searching for
persons escaping from inquest, investigation andgmution.

(2) In cases of disclose of law violations decisicand resolutions on accrual of tax liabilities,
application of penalties and other sanctions dmltaken by the managers of the Center and its
local subdivisions as well as by their deputies.

(3) In case if the credits granted by the statecal budget and the interest are not reimbursdtbey
undertaken forced execution measures for theirbeisement, in compliance with legislation in
force.

Chapter 11l
ORGANIZATION OF CENTER'S ACTIVITIES
COMPETENCIES OF CENTER'S DIRECTOR

Article 8. Organization of Center's activity.

() The Center is managed by its Director appoibtethe Government for a term of four years.

(@ Director of the Center (hereinafter referreda® Director) shall be entitled to take part in
Government sittings.

(3 Director has his deputies appointed and dismisgeth® Government upon submission of the
respective application by Center's Director.

@  Created with the Center shall be the Collegium. Rerrof personnel and composition of such
shall be approved by the Government upon submissitime Director.

276



(5) The Center is independent in determining fhen of its activity and in carrying out its
competencies.

Article 9. Director's competencies.

(1) The Director's competencies are as follows:
a) organizing and ensuring activities displayedh®sy Center and its local subdivisions, activities
displayed by the Collegium and bears personal respiity for the fulfilment of objectives
entrusted to the Center;
b) determining and distributing functional igst between his deputies and managers of
structural subdivisions of the central apparatus;
¢ determining fields of activity to be covered by @sts local subdivisions;
d approving staff of central apparatus and its Iecdidivisions in compliance with the structure
and within the number of personnel approved byGbeernment;
€ approving financing programs within budget allooa envisaged under the law of budget
for the respective year and submitting such foreygd to the Ministry of Finance;
f) approving internal routine rules for the Center;
g) issuing, on the basis and for the purpose otwiey the present law, respective orders,
resolutions and instructions;
h) organizing selection, assignment and trainingessonnel;
i) ensures conspiracy and confidentiality regime;
j) conferring respective ranks to Center's empleyee
k) issuing orders on appointing and dismissal ait€es employees;
1) ensuring measures of incentive and appliesplisary punishment onto Center's employees in
compliance with the effective legislation and otregulatory acts;
m) representing the Center in its relationshipswither public authority bodies as well as with
the similar structures in other countries;
n) canceling or making changes in orders, decisicgsolutions and instructions issued by the
managers of local subdivisions of the Center iresaghen such are contradicting to the effective
legislation and other regulatory acts.

(2) The Director is entitled to proceed as follows
ad delegate part of his functions to other employddhe Center;
b) bring to the Government proposals on changing thetsire of the Center with the scope of
improving its activity.

Article 10. Financing and logistics
The financing and logistics of the Center are ezb@at the expense of the state budget allocations.

Chapter IV ENROLEMENT WITH
THE CENTER STAFF

Article 11. Employees

(1) Center's employee shall be considered a persotiezhwaith one of its bodies and entrusted with
certain rights and obligations with the scope dfilfing objectives entrusted to the Center and to
whom special rank has been conferred in compliavite the procedure established under the
present law.

@ Likewise employed by the Center can be public sas/&o whom conferred in compliance with
effective legislation shall be respective clasksaas well as technical personnel.

(3 At the enrolment and every year after that, theleyge of the Center is obliged to present, in
compliance with the legislation, declaration onoime and property.

Article 12. Enrolment conditions
(@ Enrolled with the Center can be citizens of the iddip of Moldova who are capable by their
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personal or professional qualities of fulfillingjebtives pursued by the latter with high school or
secondary education background in financial, actingnor juridical domain and health
condition allowing them to perform duties in thepectively occupied position.

@ Persons whose appointment to the respective positivisages special expertise can not be
employed with the center if aged over 30 or respelgt over 35 for being employed with
medium and high level managerial positions. Emplegtrshall be done following conditions
and terms established by the Collegium.

(@ Enrolment with the Center is voluntarily and shmdldone in compliance with the law by signing
individual employment contract.

@ In compliance with the effective legislation a edémt probation period can be established for
persons enrolled with the Center. Days when misdirgto temporary incapacity to work or any
other reason envisaged under the law shall natddeded into probation period.

®) Candidates for enrolment with the Center shalldigested to thorough check up.

®) At the enrolment, the employees are submitted tmatory state dactyloscopy registering, in
compliance with the legislation.

Article 13. Limitations

(@ Any person with prior convictions, including casgscancelled convictions, or such freed from
penal responsibility under amnesty, as well as sacbgnized under the law as incapable of act
or with limited capacity of act can not be employséth the Center.

@ The Center's employee can not:

a) take another paid position except for such bounth weéaching, scientific or creative
activity;

b) be involved in entrepreneurial activity personaithrough the third parties;

c¢) share membership in managerial bodies of an@ige;

d) be the solicitor or third parties representatiith the Center's bodies;

€) use outside service duties financial resoutogsstics and information provisions, other state
assets as well as service information;

f) use service position in the interest of part@her social and political associations, including
trade unions and religious organizations.

@ In compliance with the effective legislation foretduration of employment with the Center its
employee is obliged to transfer into trust managene another person his interest (package of
shares) held in the statutory capital of the emisep

@ In case of violation of the provisions set out unithe present article or commencing any action
incompatible with the position taken, the Centenployee shall be dismissed irrespective of the
time of commencing such action.

Article 14. Employment certificate and uniform

(1) Following the established procedure issuedran & Center's employees shall be employment
certificates, badgers and personal seals, therspasi of which shall be defined by the center.
Employment certificate shall certify the right diet respective employee for wearing and
safekeeping service weapon and special means, ogigs and competencies granted by the
law.

(3) Center employees enjoy free uniform. The speniraf the uniform, distinguishing badges and
uniform provision rates shall be approved by thevé&oment. The procedure of wearing
uniform shall be established by the Director of @enter.

Chapter V CONFERRING SPECIAL RANKS

Article 15. Special ranks
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(1) The Center's employees are the officers andamtarofficers conferred to whom can be the
following special ranks: warrant officer; senior mant officer; lieutenant; senior lieutenant;
captain, major; lieutenant-colonel; colonel ,-majeneral; lieutenant-general; colonel-general.

(@ The following special ranks correspond to eemmplement of staff:

a) junior complement: warrant officer, senior warrafftcer;

b) medium managerial complement: lieutenant, seligutenant, captain;

©) senior managerial complement: major, lieutenaikdre, colonel;

d) superior managerial complement: major-generalféigant-general, colonel-general.

(3 The list of positions with the Center and retpye special knowledge to match the position are
established by the Government.

(4) Special ranks with the Center's employees shakdwaled to the respective military or other
special ranks.

(5) Special ranks shall be conferred for the life tiMéhen reaching the age of retirement added to
the rank shall be "retired servicemen".

Article 16. General conditions of conferring specibranks.

() Special ranks are conferred personally taking iat@wount qualification and professional
expertise of Center's employee, length of serviod position occupied, as well as other
conditions envisaged under the present law.

(@ Special ranks ranging from major-general and uwvel$ as special rank to Center's Director
shall be conferred by the President of the Repudili®loldova upon submission of application
by the prime-minister.

(3 Special ranks up to colonel inclusively shall bafeored by the Center's Director.

@ Special ranks conferred to Center's employeesudrgivided into initial and ordinary.

® When appointing to a position envisaged for whiclthie requirement of conferring special rank
of a major and higher, initially conferred can Ipe@al rank not higher than major, unless the
person in question has been prior conferred highess rank of public servant, special or
military rank.

6) The ordinary special rank is conferred in successad in compliance with special rank
envisaged by the position taken upon expiry ofasiablished term of service holding previous
special rank.

(77 The ordinary special rank up to colonel inclusivebn be as well conferred when attending
profile educational institution (recommended by @enter) in compliance with position taken
prior to entering schooling institution. Upon gratian from schooling institution or post-
graduate study the ordinary special rank is coatkeirespective of prior taken position.

(8 Establishing other than herewith-specified prhae of conferring special ranks is inadmissible.

Article 17. Conferring initial special ranks.

(1) The initial special rank of warrant officer is cenfed upon enrolment with the Center services
and appointment to position corresponding to speark of warrant officer or senior warrant officer
(2) The special rank of lieutenant is conferred to €eertnployees having high school background,
appointed to respective position and corresponttirgpecial rank beginning with lieutenant and up.
(3) A person having military rank or special rank cordd by other public authority body, being
enrolled with the Center services and appointedat@osition shall be conferred special rank
corresponding to prior conferred military or spécenk if in compliance with the present law any
higher rank can not be conferred.

(4) Conditions of compliance of military and speciahksa to special ranks of the Center shall be
defined by the Government.

Article 18. The oath
() Within 10 days after initial special rank haseh conferred Center's employee shall take the
following oath:

279



"Having joined the Center for combating economienes and corruption | am herewith taking
this oath to serve the people of the Republic oflddea, making commitment to rigorously
observe the Constitution as well as other lawsefdtate, to secure citizens' rights and freedoms
and to voluntarily fulfil my service duties.
| swear to overcome the difficulties with dignitye honest, courageous, display vigilance and use
all my knowledge to ensure economical security if Republic of Moldova, and to strictly
observe the state and service secret.
And shall | break the oath | am prepared to bespaesibility envisaged under the law".

(@ The procedure of taking the oath shall be @efiny the Director of the Center.

Article 19. The length of service in special ranks.
() Applicable to the length of service in specaiks are as follows:

a) warrant officer 1 year;
b) lieutenant 2 years;
©) senior lieutenant 3 years;
d) captain 3 years;
€) major 4 years;
lieutenant colonel 4 years.

(@ The length of service in special ranks of wataficer, colonel and higher is not established.

(3) For the employees having high school backgiloamd passing services with the Center in the
speciality conferred upon graduation and whiclpecsfic for the activity displayed by the Center,
the length of service in special rank of lieutenari year.

(4) The ordinary special rank corresponding to pusition taken shall be conferred to Center
employee upon expiry of service in prior conferradk.

Article 20. Age limits of service
(@) The employees remain enrolled with the Centetil they reach the following age limits
corresponding to special rank:

a) from sergeant up to captain dary;
b) from major up to colonel 50 years;
¢ major-general 55 years;
d) lieutenant-general and colonel-general &Ary.

@ The age limit for civil servants and technical pensel shall be established by the effective
legislation.

@ The service term with the Center in excess of agi tan be extended for up to 5 years upon
employee's request by the person or body authori@edppoint for position, provided said
employee is found fit for service with the Centgmbedical examination commission.

@ Liable under military service enrolled with tBenter as employees shall be taken off the mylitar
registration record in compliance with the legislatand transferred with the Center's staff.

Article 21. Delay in conferring ordinary special rank.
The ordinary special rank is not conferred in casefollows:
a) found at Center's disposition prior to beingapiad to a position;
b) found under disciplinary punishment until susttanceled;
¢ found under service investigation in connectigith infringement of service discipline or
charged with penal responsibility until servicedstigation is over or penal case is closed (except
for cases when freed from penal responsibility u@shenesty act) or court ruling of non guilty. In
cases when infringement of service discipline fimds confirmation or when penal case is
cancelled on rehabilitative grounds or court rulisignon guilty the ordinary special rank is
conferred as of the day when grounds occurreddofecring such.
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Article 22. Specific issues of conferring specialanks and estimation of the length of service in

case of employees transferred to the Center.

(1) The civil servant transferred to Center bodiball be conferred special rank corresponding to
prior conferred one irrespective of his positioketawith the Center.

(@ The civil servant transferred to the Centeribsdo take position of a civil servant shall prese
prior conferred special rank or class or highesglank in case his position taken with the Center
is higher.

(4) The length of service calculated on previous emplayt with public authority bodies as well as
such in taking positions in financial, economiocc@mting or juridical fields shall be enrolled into
length of service with the Center.

Chapter VI PASSING SERVICES WITH
CENTER BODIES

Article 23. The rights of an employee

(@ When fulfilling service duties an employee betCenter within the frameworks of occupied
position has the rights as follows:
a) to receive, as per established procedure, irdtiom and materials required to fulfill his service
duties;
b) to get familiar with the documents defining hishtiggand obligations as well as with criteria
of quality evaluation when passing services with @enter;
C) to take decisions and/or participate in prepariradtd of certain decisions;
d) to advance proposals on improving activities digptbby the Center;
€) totake part in contest for replacing vacant posgiwith the Center's bodies;
f) to get familiar with materials of his personal gasferences on his performances as well as
with other documents and to submit explanatiortsetannexed to his personal case;
g) torise qualification at the expense of resourdlesaed by the Center for the purpose;
h) to demand service investigation to be carriet inuorder to disproof data discrediting his
dignity and depriving his rights;
i) to participate in meetings held by the Center;
) to keep specially assigned service weapon, ® plg/sical force, special means and service
weapon observing the procedure in cases set oer tinel present law;
k) to receive financial, material, medical, pens&md other types of provisions envisaged under
the effective legislation.

(@ The Center's employee is entitled to enjoy otights envisaged by the effective legislation.

Article 24. The obligations of an employee

() The employee of the Center has the followinigaltions:
a) to observe Constitution of the Republic of Moldopagvisions set out by the present law as
well as other regulatory acts;
b) to provide for observance and protection of basiwéin rights and freedoms;
¢ to fulfill lawful orders and instructions of hiseriors;
d) to observe internal regulations of the Center, @dace of using service information, fulfill
other instructions, provisions and regulatory acts;
€) to keep state and other law protected secretstondivulge information became known in
connection with fulfilling service duties, inclugjrsuch touching private life, honor and dignity of
the citizens.

@ The obligations of the Center's employee are défimethe office instructions approved by its
Director.

3@ Referred to fulfillment of service duties by Cefgemployee are as follows:
a) carrying out provisions set out under regulatacys issued by the central public authority
bodies and referred to activities displayed byGeater;
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b) executing orders and instructions of superiesuiéd in compliance with their competencies
except for deliberately illegitimate ones ;

©) carrying out service duties within the estaldsfivork hours or extra hours if such is called for
by service necessity as well as attending to ssudi¢h schooling institutions recommended by
the Center;

d) taking part in reunions, exercises, contestsadiner arrangements initiated by the center or
displayed with Center's participation;

e) taking part in actions on preventing and ligtimfaof consequences of natural calamities,
emergencies and catastrophes;

f) protecting own and other persons life and bonephand dignity;

g traveling to and from the place of service, beingadousiness trip or medical care;

h) being kept hostage in connection with fulfillisgrvice duties;

i) missing until officially recognized as missing declared deceased in compliance with the
procedure established under the law;

j) attempting other actions recognized by the jiagicinstance as committed when performing
service duties.

Article 25. Attestation

@
@
©

Attestation is carried out with the aim of evalogtithe level of professional qualification and
fitness to the occupied position.
Attestation, as a rule, takes place once everyaBsydut not less than once every four years and
not earlier than one year from the assignment.
The procedure of attestation shall be estatudidly the Government.

Article 26. Conditions and extent of applying physial force, special means and service assigned
weapon.

@

@

)

@

©

The Center's employees shall be entitled, followiegpective training, to hold and use service
assigned weapon and special means within the liamits following the procedure established
under the present law.

Application of physical force, special means o assigned weapon shall be preceded by
warning on intention to make use of such and algwior sufficient time for response, with
exception of cases when delay in applying phydicete, special means and service assigned
weapon may generate direct danger to life and lbbéizens and/or Center's employee or may
lead to grave consequences.

Service assigned weapon shall not be used agaorsew and minors, elderly persons or such
having evident physical deficiencies, except f& thses when such persons are attempting joint
assault menacing peoples' life and bone and su@inaacan not be stopped by other ways or
means.

In case of applying physical force, special meansearvice assigned weapon, the Center's
employee is obliged to notify on the case to hgesior as well as to prosecutor.

Exceeding by the Center's employees their attobstiwith regards to application of physical
force, special means and service assigned weapphesmresponsibility set out under the
effective legislation.

Physical force, including special fighting methathall be applied to defeat resistance opposed
to legal requirements in case when non-violent oathare not sufficient for ensuring
fulfillment of obligations.

Means of immobilizing (s.a. handcuffs, batons, tgas, etc) shall be applied in cases as
follows:

a) averting assaults attempted on Center's empayee other persons found on duty;

b) arresting and delivering to Center's office dhep service premises persons that have
committed offence, escorting and holding arrestetsgns if such refuse to subordinate or
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oppose resistance to Center's employee as welil@se when there are grounds for suspect that
they can escape, cause prejudice to persons imvibigiity or to themselves.

B Type of special means and severity of applicatiballsbe chosen by Center's employee
depending on situation created, nature of offemcedelinquent's identity.

(9 The service assigned weapon shall be used by CGeataployee as an extreme measure in cases
as follows:

a) for self defense against assaults implying reaahto life or bone, as well as for preventing
capturing of service assigned weapon through vieaen

b) for halting group or armed assault against Cenéengloyees and other employees of the Center
on duty, as well as halting any other assaultstuéronature threatening their life and bone;

¢ for arresting person opposing armed resistancedetiaquent escaping from arrest as well as of
armed person that refuses to subordinate to ther @fday down his arm, when it does not seem
possible to halt resistance or arresting a delingjog any other means.

(10) Shooting above the target shall be considapptication of arm.

(1) The arm can be used without prior warningasecof unexpected assault with use of wrestling
technigue and/or means of transportation.

(12) In all cases of applying physical force, speaieans and service assigned weapon, the Center's
employee shall take all possible precautions tomneitizens' safety and to minimize prejudices
inflicted to their bone, honor, dignity and propess to extend first aid assistance to the victims.

Article 27. Responsibility of employees
For commencing illegal activity, Center's employshall bear disciplinary, material, administrative
and penal responsibility in compliance with theeefive legislation.

Article 28. Appeals against actions attempted by gnemployees

Appeals against actions attempted by Center's gmetowhich may cause prejudices to citizens
rights, freedoms and their legitimate interestall be examined and solved in compliandé wi
the legislation.

Article 29. Remedy of prejudice caused by the empjees

In case when Center employees offenses the rifleisdoms and legitimate interests of natural or
legal persons, the Center shall take measuresabilgation and remedy the prejudice in compliance
with the legislation.

Article 30. Incentive

(@ In order to ensure conscientious fulfillmentsafrvice duties certain incentives can be extended

through the following:

a) expressing thanks;

b) rewarding w/bonus;

0 gift of value;

d) Diploma of Honor of the Center for Combating Ecomo@rimes and Corruption;

e) Decoration with badges: "Exemplary of the Centar @mmbating Economic Crimes and
Corruption" and "Honored Collaborator of the Center Combating Economic Crimes and
Corruption”;

f) Premature canceling of disciplinary sanction.

(@ For courage in executing service duties andeaw of ensuring economic security of the Republic
of Moldova, for other special merits to the countitye employees can be rewarded with state
distinctions or with honorable titles of the Repalaf Moldova in compliance with the legislation.

(3 Regulation on badges "Exemplary of the CerdeClombating Economic Crimes and Corruption”
and "Honored Collaborator of the Center for ComgatEconomic Crimes and Corruption®, as
well as Diploma of Honor of the Center for Combgticonomic Crimes and Corruption shall be
approved by the Collegium.
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Article 31. Application of disciplinary sanctions
Applied for violation of service discipline shak laisciplinary sanctions as follows:
a) observation;
b) reprimand;
©) austere reprimand,;
d) retrograding from special rank or function;
€) warning on partial unfitness for the service
f) dismissal.

Chapter VII DISCONTINUING SERVICES WITH THE CENTER

Article 32. Ground for discontinuing services withthe Center.
(1) Services with Center can terminate in casdwhidsal or decease.
(@ Dismissal can occur in cases as follows:
a) upon submission of application;
b) due to old age;
¢) upon expiry of individual employment contract;
d) in case of transfer to another public authority;
e) in case of being elected to a function with anofhéslic authority;
f) in case of winding up one of the Center's bodytaif sedundancy;
g) in case of incapacity to fulfill attributions confied by medical examination findings;
h) in case of failure to prove fitness to the occumiesdition confirmed by attestation
commission, in case of no inferior vacancies ousfy to accept proposed assignment;
i) for serious or systematic infringement of intenegulations;
j) in case when the necessary information for engagewith the Center was hidden;
k) for committing offence and being condemned throdetinite court ruling;
I) in case of revocation of the citizenship of the &#jg of Moldova or holding citizenship of
another country;
m) in other cases envisaged under the legislation.
(3) It is not admitted to dismiss an employee wharholidays or on medical leave with exception of
cases envisaged under par. (2) item h).

Article 33. Benefits in case of dismissal
(1) In case of dismissal under provisions set auAit. 32, par. (2) items b), g) , or for age linfe
employee is eligible to get one time benefit defremon the length of service as follows:

from 2 to 10 years 5 average monthlgrges
from 10 to 15 years 10 average monthligres
from 15 to 20 years 15 average monthligris
over 20 years 20 average monthlgrees

(2) One time benefit to an employee awarded witttestlistinctions during the period of service
within the Center shall be increased by 2 averagethty salaries.

Chapter VIII LEGAL AND SOCIAL PROTECTION

Article 34. Legal protection

() Center's employee is inviolable person foundeurstate protection. The person, its honor, and
dignity are protected by the law.

@ The employee is entitled to protect his rigdntsl interests with the court of law.

(3) The employee shall not be liable for materigjydice inflicted to the offender in connectiorttwi
the latter's refuse to subordinate or opposingt&sce when arrested.
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Article 35. Inadmissibility of interference into enployer's activity

(1) When fulfilling service duties the employee IshHze subordinated to his immediate superior
exclusively. None of other persons shall be emtitle interfere with activities displayed by the
employee.

(2) In case of receiving from his superior or othé#ficials orders or instructions contradictingtte
legislation, the Center's employee shall be gulmlethe Law.

(3 Center employee's demands to citizens andiaffiersons as well as actions taken are recognized
legitimate until otherwise established by the atitficentrusted to carry out control over his
activity.

Article 36. The right of taking professional risk

(1) Actions attempted by Center's employee if donder conditions when taking professional risk
was justified shall not be considered violation gites of the fact that it may contain features,
which imply disciplinary, administrative or penalsponsibility.

(@ The risk shall be considered justified if saxtion was commenced by Center's employee arising
from information, facts and circumstances that wage known to him, while the legitimate
objective could not have been achieved without stisk and provided employee made all
possible precautions to prevent negative consegsgenc

Article 37. Pension provisions
Retirement in case of Center's employee shall doccompliance with the effective legislation.

Article 38. Social welfare

(@) In case when an employee is killed while on duty tsimily and his dependent persons are
eligible for one time allowance to the size of teyars salary earned in his last position taken
with the Center. Minor dependent children of theadsed one enjoy additional monthly
allowances to the size of average monthly salarthefdeceased in his last position until they
reach the age of 18.

@ In case when an employee gets corporal injuriedewbin duty and provided their gravity
excludes further fulfillment by the latter of hisrgice duties such an employee is eligible for one
time benefit to the size of 5-years salary earndus last position plus pension.

(@ In case when an employee gets corporal injurie¢ewdri duty with less grave consequences as
these specified under paragraph (2) above, sudmgmtoyee is eligible for one time benefit to
the size of 5 average monthly salaries.

(4) Prejudices inflicted in connection with fulfillmemif service duties by Center's employee, or
such inflicted to his property or close ones shalfully recuperated.

(5) Paying out benefits and recuperation of prejudicicted shall be done at the expense of state
budget resources with the right of regressive ctite of such from the offenders.

(6) Benefit is paid out based on court ruling atament made by the investigation authority or
prosecutor in cases when penal case is ceasedeorpemal investigation is suspended.

Article 39. Mandatory insurance

() Center's employees are subject to mandatoryanse at the expense of state budget and other
funds envisaged for the purpose.

(@ The insurance cover is paid out in cases &sl
a) in case of insured person's decease while on dufgrior to expiry of one year after
dismissal from one of the Center's bodies in cotimeonith corporal injuries or contusions
inflicted to the latter while fulfilling his servicduties as well as diseases caused by fulfilling
said duties - to his hires to the size of 10 averagnthly salaries calculated for the last year in
service;
b) in case of establishing disability grade to theured employee, provided such was in
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connection with fulfilling service duties or in @disability grade is established within one year
after dismissal from the center the cover is paitdas follows:
7.5 average monthly salaries to disabled grade I;
5 average monthly salaries to disabled grade II;
2.5 average monthly salaries to disabled llI;
0 in case grave corporal injuries are inflictedthe insured one when fulfilling his service
duties - cover is paid to the size of annual saéauy in case of medium gravity corporal injuries
the cover paid out is worth half yearly salary.

(@ The size of annual salary is calculated based enlast position taken with the Center and
includes all cash payments due during the yeaiclwinsurance case occurred.

@ Other conditions of mandatory insurance of Centerigployee shall be defined by the
agreement signed between the Center and the itgucampany.

Article 40. Income taxation

Q) for the service, the Center's employee wecenaintenance indemnities, food rations and
equipment.

(2) The Center's employee maintenance indemnd@gains: function salary, salary for special
rank, salary spore, calculated in %, for lengtlsénvice, for work in special conditions, other
payments, spores and rewards according with theldtign.

(3) in exchange for food ration and equipmem, €enter's employee receive money compensation
in compliance with effective legislation.

Article 41. Holidays
(1) The civil servants and technical personnelgremted holidays in compliance with the effective
legislation.
(2) The Center's employees are granted holidajeAimlg the below procedure:
a) annual for the duration of 30 working days;
b) extra:
5 working days in case the length of service iydérs;
10 working days in case the length of service igdars;
15 working days in case the length of service@sy2ars and more;
¢ medical leave is granted based on certificateeid by the medical institution. For the
duration of medical leave the employee is paichlisrage salary.
(3) In compliance with the effective legislationr@er's employees may enjoy other holidays.

Chapter IX CONTROL AND SUPERVISION

Article 42 . Control and supervision over the actiity displayed by the Center.

(1) Control and supervision over the observanciegitimacy by Center's employees when fulfilling
their service duties shall be carried out by thesecutor's office in compliance with the effective
law.

(@ Control over spending of budget resources atkext for maintenance of the center shall be carried
out by the Chamber of Accounts.

Chapter X FINAL AND TRANSITORY PROVISIONS

Article 43 .
The Government shall proceed as follows:
a) ensure in compliance with the effective legislatiemployment of public servants dismissed
in connection with creation of the Center;
b) within two months:
¢ submit to the parliament proposals on bringingdiegion in conformity with the present law;
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d) bring regulatory acts in conformity with the preskw;
e) ensure conformity of ministerial and departmenggluiatory acts with the present law.

Chairman of the Parliament Eugenia Ostapciuc
Chisinau, June 6, 2002 No. 1104-XV

Order of the Director of the CCCEC on Rules of @ifice for Prevention and Control of
Money Laundering (No. 111 of 15.09.2003)

The order of the director

of the Center for Combating

Economic Crimes and Corruption
No.111 of 15 September 2003

The Rule of the Office for Prevention and Controf Money Laundering
Chapter |

1. The Office for Prevention and Control of Money Ldearing, named as Office, was founded
on the base of the law nr. 633-XV for preventiord aontrol of money laundering, with
ulterior modification, is an independent subdiusiof the Center for Combating Economic
Crimes and Corruption, formed through the Directarder.

2. The Office is invested with the attribution of peesion and control of money laundering, its
aim is to accumulate, analyze, and process thernv#ion on the financial transaction
effectuated by legal and physical persons, andatasinit (remit) the materials of control to
the resort structures.

3. The Office do operative measures of investigatiothe financial-banking area as well, and it
is based on the principles of legality, to obedhe human rights and freedoms, social equity
and the observation of opportunities, combinatibthe methods angublic resourceswith
the secret ones, the combination of the collegiaitd personal responsibility, collaboration
with public authorities, NGO-s , with citizens améss-media authorities.

4. The Office in it's activityis guiding bythe Constitution of the Republic of Moldova, thaw.
on the Center for Combating Economic Crimes andrion, the law on Prevention and
Combating Money Laundering, other normative actseming the prevention and combating
money laundering, the decrees of the presiderh@Republic of Moldova , normative acts
of the Government of the Republic of Moldova, esdand dispositions of the Director of the
Center, international accords at which the Republidvoldova is the member and of the
present regulation.

5. The office constitutes a proper department at émgral level and territorial, in depends of the
case, forms common gropes of working.

6. Common groups of working from the territory are eudinate to the Office and will be
formed through the Director’s order, in dependeméethe operative situation in the
administrative-territorial unity.

Chapter Il
Work duty

In order to effectuate the objects of its actittig Office has the following main attribution:
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10.

11.

12.

13.

14.

15.

16.

17.

18.

19.

20.

Receives the dates and information from the irtgtituthat effectuates financial operation
oversees by the law nr. 633-XV, with the ultericodification, concerning the operations and
transactions effectuated in national / or foreigrrency.

Analyzes and process the dates, inclusively tfegrimation received.

Examines the case from the area of competenceifsamitiative.

Requests from the competent institution or from piysical person which has business
undertakings, the supplying of necessary datesimiodmation in order to effectuate the
objects of its activity.

Collaborates with the subdivision of the Center inistry of Finance, Ministry of Justice,
General Office of Public Prosecutor, Ministry otdmal Affairs, Office of Information and
Security, Ministry of External Affairs, National Bl of the Republic of Moldova, Palate of
Accounts, Customs Department, National Securitiem@ission, control authorities of the
financial —banking institution and their associatiother institutions;

Cooperates and promote exchange of informationhange of experience with similar
foreign institutions and with international institun that have attribution in the framework of
money laundering.

emits, in the law condition, decisions to suspdrel @ffectuation of transaction suspected in
money laundering;

Ascertains the contravention made in its framewofkactivity and applies the sanctions
established by the legislation of the Republic aflddva.

Follows the uniform application of the legal pigign from its framework of activity.
Advances proposals to the public authorities ihi® éffectuation of the measures in the goal
of prevention and control of money laundering, c®tihe project of normative acts that have
links with its framework of activity.

Organize and process special programs of trainfoggepresentations of the financial —
banking institutions.

Forms reports of activities annual and semeatshieves studies, analyses, syntheses on its
framework of activity.

Organizes the archive of the secondary and operatrndence, the registration of all financial
operation which is the object of the law concernihg prevention and control of money
laundering inclusively.

Elaborates the form of the reports for the finahajgerations settled by law.

Advances proposal on the agreements, accords maadcpls with similar institution, from
other states.

Organize the effectuation of the operative ingggion, the realization of the prophylaxis
measures into prevention and control of money lating.

Accords practical and methodological help to tlddivision of the Center, other state
institutions into the prevention and combating mofeindering, the forestalling, searching
and stopping the financial — banking crimes.

Analyzes the evolution of the phenomena of monewydaring from different areas of the
economy and in depends of methods and elements ogghize the measures for stopping
the causes and conditions which favored their ajapea.

Assures the improving of the forms and methods h&f bperative investigation in the
framework of repressing the phenomena of moneyderxing in the base of the applying the
realization of the science, techniques and expeegie organize and unfold practical -
methodological seminars with the staff of the CHfi into the improvement of the
professional quality.

Informs through the Director of the Center the iapibersons about the negative phenomena
which affects the normal function of the econonyistem and indicates the measures that will
be done into the prevention and control of moneyndring.
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Chapter Il
The organization and functioning of the office forprevention and control of money
laundering

The organization, structure and proceeds of funoi® of the Office should assure the

realization of the duties settled by law and byspre rule.

The Office is administrated by the chef, which @ned and discharge from the office by the

Director of the Center.

The Deputy Chief of the Office is named and disgkdrfrom the office by the Director of the

Center.

The Chief of the Office is subordinate to the Dice®f the Center.

The Deputy Chief of the Office is subordinatehe thief of the Office and to the Director of

the Center.

The Chief and the Deputy chief of the Office debahd in accordance with the case, can

decide about:

» The reports on suspected transactions, on sometialje find on these and decide on the
measures which are imposed.

 to suspended the effectuation of transactions antieformulation of the request, it can be
the prolongation of the request of suspended, addcketo the General Prosecutor Office;

 the information of resort subdivisions in the cagewhich exists major dates and indices
concerning the money laundering;

* The lists that contain persons suspected in comenitrterrorism actions or suspected in
financing terrorist groups.

» Points of view, recommendations and notes on theeimentation of the legal stipulations
of the material.

* The regalements projects proposed to the adopiitmetauthorized institutions.

» Reports of activity;

» The elaboration , adoption and harmonization ofstin@tegies on prevention and control of
money laundering ;

* The elaboration and harmonization of the methodsotiiboration with home authorities,
for the effectuation of the activity area of thefiCH;

* The stabilization of the criterions, promotionddrainings of the staff

» The stabilization of general lines of cooperatidrifee Office with foreign authorities and
with international institutions for the harmonizatiof the legislation in domain.

Chapter IV
The functional attribution of the Head of the Office

The Head of the Office exercise the following attitions:

Organize and assure the activity of the Office asdesponsibility of the exercitation of the

attribution of the Office.

Determine and share the attribution of his andffifeds staff;

Conduct and control the office’s activity in accande with the direction of activity of each

employer, approves plans of working;

Represent the Office in relations with other sulsiibns of the Center, with other subdivisions
of the resort Ministries and Departments;

Initiate the disposals, indications, orientationsmative and legislative acts in the framework
of the Office’s activity;

Assure the selections, education and training ta#, sespect the legislation, working and

executive discipline. Advance proposals to thealeof the Center concerning the selection
of the staff , transfers in other subdivision,
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« Approve the initiation of the operative Cases olysital and legal entities, implicated in
money laundering.
¢ Propose the schedule of the time-off

Chapter V
The functional attribution of the Deputy Head of the Office

The deputy headf the Office exercise the following attributions:

¢ Organize and assure the activity of the Officeeigard of the collection of the information on
physical and legal persons from financial -banlsegtor implicated in the money laundering,
investigation of the cases, coordination and mantpgf the activity of the Office.

« Managing and coordinate the activity of collabaratof the Office with the Subdivisions of
the Center, of the resort ministers and departmerdiusively with those from abroad.

» Specify the main directions of activity, forms aadvanced methods of the work in the
framework of the prevention and control of monewnidering, elaborate methodical
indication.

* Organize the providing of the methodical and pecatthelp to the subdivision of the Center
in the effectuation of the working obligation ingeed with the prevention and control of
money laundering.

* Analyze the criminal situation in the field.

» Verifies and control the operative cases.

« Control the operative cases on the interregiondlteamsnational criminal persons.

* In the absence of the Head of the Office exertisdunctional attribution of him.

Order of the Director of the CCCEC On the appraovfathe Reqgulation of the Office for
prevention and control of money laundering (No.-118f 08.09.2006)

In the goal of the efficient realization of the pigions of the Law nr. 633-XV from 15.11.2001 “on
the prevention and control of money laundering fimahcing of terrorism” according to the provision
of the article 9 par. (1) letter. b) and g) of thaw nr. 1104-XV from 06.06.2002 on the Center fo
Combating Economic Crimes and Corruption , —

| order:
1. To approve the Regulation of the Office of Pragien and Control of Money Laundering (it is
attached), through which is invested with attribo§ the Office for Prevention and Control of Money
Laundering to receive, analyze, investigate argbethinate the suspect transactions report of
financing of terrorism.
2. To abrogate the order nr. 139 from ,09th gbtS8mber 2005”.
3. the control of the execution of the present pedel the replacement if it on the web addressief t
Center ,www.cccec.md”, will be realized bz the deaf the Office for Prevention and Control of

Money laundering (Mr. Valeriu Sircu).

Director Valentin MEJINSCHI
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Recommendations of the National Bank of Moldovadereloping programmes for money
laundering prevention and combating by the bankh@fRepublic of Moldova (decision no.
94 of 25.04.2002 as amended in 2003)

Official Monitor of the Republic of Moldova No 52-6f May 02, 2002

Approved by the Decision No 94
of the Administrative Council of the
National Bank of Moldova,
April 25, 2002
As amended on June 19, 2003
Decision no. 134

Recommendations on developing programs by the baskof the Republic of Moldova on
prevention and combat of money laundering

1. General provisions

1.1. The Recommendations on prevention and compbtitebbanks of the Republic of Moldova of
money laundering (hereinafter - “Recommendationafg elaborated in compliance with the
empowerments of the National Bank of Moldova stipedi in articles 11 and 44 of the Law on the
National Bank, articles 1, 17, 25, 29, 33, 34, fithe Law on financial institutions, as well asview

of implementation of the provisions of article 2Btlee Law on financial institutions and the Law on
money laundering prevention and combat of monegdating.

1.2. Money laundering prevention and combat reptssa major contribution for the national
economy and leads to the confidence increase ihahking system.

1.3. The objective of these Recommendations isiideglicensed banks on the developing of the own
programs on prevention and combat of money laundgeinh order to enable financial institutions to
attract and keep legal funds from legal customsith the purpose to avoid risks related to money
laundering and in particular reputation, operatiplegal, concentration and information technolggie
risks.

1.4. These Recommendations are a continuationeoRétcommendations on the internal control
system that reveal the fundamental principles énfigdd of money laundering prevention and combat.

2. Responsibility

2.1 The financial institution’s Board is responsilibr developing and ensuring the application of an
adequate internal Program on Prevention and Cowibitoney Laundering, on which depend the
prevention and timely detection of suspicious opena within the financial institution. Having suah
program represents the most efficient mean by whidimancial institution can protect itself against
being involved in transactions that could facibtétegal activities, as well as ensure compliawi
applicable norms on reporting suspicious activities

2.2. The financial institution’s Board and the Exiice Committee are responsible, within their feeld

of competence, for the financial institution’s &it§i compliance with the provisions of the legisbat
in force in the field of prevention and combat admay laundering.
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3. Risks associated with Money Laundering

When developing the programs against money launglefinancial institutions should consider the
risks related to money laundering in view of threluction.

3. 1. Reputation risk

The reputation risk is defined as the possibilityappearing of adverse publicity regarding a finahc
institution’s business practices that could cauless of confidence in the institution’s integrifyhis
risk may pose a major threat to the financial intins, since the nature of their business require
maintaining the confidence of depositors, creditord the market.

3.2. Operational risk

The operational risk can be defined as the rislli@fct or indirect loss resulting from inadequate o
failed internal processes, people or external event

3.3. Legal risk

The legal risk is the possibility that lawsuits,vatse judgments or contracts that turn out to be
unenforceable can adversely affect the operatiangomdition of an institution. The financial
institutions will be unable to protect themselvéeaively from such risks if they do not make a
proper monitoring when identifying their customarsl understanding their businesses.

3.4. Concentration risk

The concentration risk relates to the following:
* on the assets side of the balance sheet - theofaak information system to identify credit
concentrations and to set prudential limits in orgerestrict institutions’ exposures to single
borrowers or groups of borrowers.

« on the liabilities side - early withdrawal of fundyy large depositors, with potentially
damaging consequences for the institution’s liquidesulting from inadequate analysis of
deposits concentration, characteristics of thepog#@ors, as well as non-maintenance of a
close relationship by liabilities managers wittgldepositors.

3.5. Information technologies risk

The information technologies risk is determinedtiy appearance of new and emerging information
technologies, especially when such risks mightteréavorable conditions for money laundering.

4, The main provisions of the program on money lautering prevention and combat

4.1. The program on money laundering preventioncmdbat represents policies, and procedures,
including “Know-your-customer” rules, that promogthical and professionalism standards in the
financial sector and prevent the financial institu$ being used, intentionally or unintentionalby,
criminal elements. Policies and procedures shongaie that financial operations are conducted in a
safe and sound manner.

4.2. Size, difficulty, nature and amount of actestof financial institutions, list of customersyél
of risks associated with different customers andrafons carried out by them shall be taken into
account while developing such a Program.
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4.3. National Bank considers that a detailed dpsori of the manner in which a certain institution
should implement its own Program on Money LaundgpRmnevention and Combat is not necessary.
Nevertheless, the National Bank insists on applydpgortune Programs on Money Laundering
Prevention and Combat, and based on such consaiesahas described in these Recommendations
the fundamental principles that should be observethe process of development of individual
programs on money laundering prevention and combhich structure could be established in
accordance with the model from the enclosure he$¢ Recommendations.

4.4.  The financial institutions should consider stheRecommendations upon development of
individual programs on money laundering preventaod combat and should adjust them to their
financial activity and involved risk, at the sammé taking into account the generally accepted
practice in this field, including the Basle Commétdocuments.

5. The structure of the money laundering preventio and combat program

Every financial institution should develop and iemlent adequate programs on money laundering
prevention and combat, which should include, withmeing limited to, the following:

5.1. The obligations of the top management thdt stdude the following:

« knowledge about the financial institution’s higklricustomers circumstances;

* knowledge about information sources of third partie

« approval of significant transactions of high-risistomers;

« determining financial sectors that may be subjectmoney laundering risk, by specific
assignment of functions to each subdivision aingegdrevent and combat money laundering.
The sectors vulnerable to money laundering couldsdxors that are connected with the
following: receiving deposits; selling travelershexks; checks; payment orders; bank
transfers; credits; international correspondingkivamn operations; special accounts; private
banking operations; credit cards; internet bankapgprations; trade financing; brokering
operations; trust operations; etc.

¢ ensuring the elimination of identified nonconforiest in the field of money laundering
prevention and combat.

5.2. Defining the money laundering process dependupon the financial institution’s
characteristics. The money laundering process stinsf the following main elements:

e placement — initial movement of funds or other meostemming from criminal activity
aimed to change their initial form or place in arde make them inaccessible for legal
authorities.

e investment — separation from the initial sourceénocbme from criminal activity by means of
different financial transactions.

* integration — applying certain legitimate transaasi to hide illegal income, making possible
for the laundered funds to return to the offender.

5.3. Policies and procedures on customer idengf{iales “know-your-customer”)

5.4. Setting up a system to ensure compliance tvghprogram on money laundering prevention
and combat.

5.5. Procedure on reporting suspicious operations.

6. “Know-your-customer” Rules
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“Know-your-customer” rules should include, at least
6.1. Customer Acceptance Policies

The financial institutions should develop cleartouser acceptance policies and procedures, including
a description of the types of customers that &elylito pose a higher risk to the institution. When
preparing these policies, factors such as custorbackground, country of origin, public position,
linked accounts, business activities or other iistticators should be considered on higher risk
customers. Customer acceptance procedures shaidiénmore stages depending on the level of
customer risk, at the same time emphasizing oromests with a high net worth whose source of
funds is unclear. Decisions to enter into busimetastionships with higher risk customers should be
taken exclusively at the management level. It ipartant that the customer acceptance process does
not affect general public’s access to financialiingon’s services.

6.2. Customer identification policies

The financial institutions should have a systemddientification policy and procedure for new
customers and for those acting on their behalf,<nmadild not establish a banking relationship uh#l
identity of the new customer is verified. All infoation necessary for adequate identification oheac
new customer, including purpose, nature of thermss relationship, should be obtained. Special
attention should be paid in the case of non-residestomers, as well as customers or beneficiaries
receiving funds from abroad, at the same time takimo account the provisions of art. 4 (4) of the
Law on money laundering prevention and combat.

Customer identification elements include:
« the person or entity that maintains an accounhénfinancial institution, or those on whose
behalf an account is maintained (owners — benefsaetc.);
» the beneficiaries of transactions conducted bygagibnal intermediaries;
e any person or entity connected with a financiahgection that can pose a significant
reputational or other risk.

For customer identification the financial instituii shall pay attention to the specific identifying
subjects :

e trust and fiduciary accounts;

e corporate vehicles;

* introduced business;

e client accounts opened by professional intermesbari

« politically exposed persons;

* non-face-to-face customers;

e correspondent banking operations.

6.3. Procedures on on-going monitoring of accoantstransactions that include:

« determining normal (specific) customer’s operations

e monitoring customer’'s operations to determine ithswoperations correspond to normal
(specific) operations of the certain customer @tamers from similar categories;

« having in place adequate management informatiomemss to provide management and
compliance officers with information needed to itlign analyze and effectively monitor
higher risk customer accounts

e identifying by the financial institution of limitecand suspicious operations, including
potential ones, as well as of sources of funds bgdatie customer for such operations.
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When an account was opened, but verification problappear within financial relations that cannot
be solved, it is recommended that the financiditirtton informs the body enabled by law in thddie
of money laundering prevention and combat. Findnicistitutions should not maintain anonym
accounts or fictive name accounts.

6.4. Information maintaining and keeping procedisfeould include, at least, the following:

« maintenance of an identified customer registrydqyeriod of at least five years (that would
include at least: customer’s name; fiscal codepacts number; opening date; closing date);

* maintenance of all entries on financial transadtifor at least five years after the transaction
occurred;

« maintenance of files on customer identificationdblteast five years after their accounts were
closed;

« specific identification of data to be kept in thike fon customer identification and by each
transaction.

7. The system for ensuring compliance with the pgram on money laundering prevention
and combat

In order to ensure that financial institutions cdynpith the program on money laundering prevention
and combat, this should include:

7.1. Special provisions for an internal controltegs aimed to ensure continuous compliance in
view of reduction of risks related to money laumdgr Such provisions, in addition to those stipedat
in the Recommendations on internal control systefiiee banks of the Republic of Moldova, should
include, without being limited to, the following:
« procedures for detection and identification of texi and suspect operations;
e customer monitoring in case of large cash transastnonspecific to the customer’s activity.
To this end, the bank makes investigations abostipawer affiliation to the group subject to
monitoring;
« monitoring of activities related to bank accounts;
« internal investigations regarding suspicious taatisns reporting.

7.2. An audit service to test the compliance \lhiga program on money laundering prevention and
combat, carried out by the financial institutioqgersonnel or an individual, whose functions shall
include at least the following:

« independent evaluation of internal policies andcpdures of the bank, including the
compliance with the requirements of the legislatioforce;

* personnel’s activity monitoring through compliartesting;

e attracting the management’s attention to the tesilts.

7.3. Appointing a person with decision-making pasyeassigning him/her the responsibility to
ensure the fact that the policy and proceduresheffinancial institution, as a minimum, are in
compliance with the requirements and provisionsiregjanoney laundering, properly emphasizing
these Recommendations.

The responsible person contributes to the impleatiemt of provisions of the internal program on
money laundering prevention and combat with thevved counteracting the laundering of funds
coming from illegal (criminal) activities. To thisnd, the person is assigned, at least, the follpwin
attributions:
« provides consulting to employees of the finanamtitution regarding the questions arisen
during the implementation of the program on moreyntering prevention and combat, as
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7.4.

7.5.

well as during identification and examination ostamers of the financial institution and risk
evaluation related to laundering of funds stemnfiing illegal (criminal) activity;

makes decisions based on the received information;

organizes the training of the financial institut®remployees regarding the issues of
counteracting the laundering of funds coming fridegal (criminal) activities;

organizes the submission of data to the body aizéhdifor money laundering prevention and
combat in accordance with the respective legistatio

submits a written report on the results of impletagan of provisions of the internal program
on money laundering prevention and combat, to thar® of the financial institution, at least
once a year,

collaborates with the audit service in order toomeplish its goal to check the compliance of
the institution’s activity with the legislation iforce in the field of money laundering
prevention and combat;

performs other functions in accordance with thesmmmendations and internal documents
of the financial institution;

Adequate screening procedures to ensure tagldards when hiring employees;

An ongoing employee training program regardihg contents and compliance with the

program on money laundering prevention and combée training program should include all
aspects of the process of money laundering prewerand combat, with banks’ employees being
adequately trained. The bank shall adapt the séhethd content of training for its own needs. The
employee training should depend on the level oint®lvement in the process of money laundering
prevention and combat. The training requiremenrdd gtclude, as a minimum:

7.6.

new staff should be trained with reference to thpdrtance of the internal program on money
laundering prevention and combat and the basidramgents within the financial institution;
front-line staff members should be trained to wetife identity of new customers, to exercise
due diligence in handling accounts of existing eustrs on an ongoing basis and to detect
patterns of suspicious activity;

regular refresher training should be provided tesuea that staff are reminded of their
responsibility and are kept informed of new devaiepts.

Normative acts that stipulate holding emplgyeesponsible if they fail to report willingly

suspicious transactions to the responsible offieeiGurity service or directly to the respective
authorities and/or contribute themselves to theeydaundering operations.

8.

Reporting Suspicious Transactions

The financial institutions should have clear praged, resulting from the provisions of the Law on
money laundering prevention and combat, broughhéoknowledge of all personnel, stipulating that
employees should report all suspicious transactiom@scertain senior management person responsible
for data gathering and undertaking anti-money laund measures. Also, a certain communication
chain should be established, both to the managearehtto the internal security service to report
problems related to money laundering.

If suspicious operations have been detected, tfandial institution should record them, by filliirg
special forms and/or presenting the data, accoririe legislation in force, with further repodito

the respective bodies. The submission of informatio the respective bodies shall be done in a
discreet manner.
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Besides reporting to the Center for Combating EodnoCrimes and Corruption, the financial
institutions should report to the supervision atities about suspicious activities or fraud cased t
essentially affect the financial institution’s sety stability or reputation.

9. Final Provisions

9.1. These Recommendations shall enter into fdrtieeadate of publication in “Monitorul Oficial
al Republicii Moldova”.

9.2. The Recommendations do not interfere with or motlify obligations of financial institutions
on compliance with the legislation in force on mpfeundering prevention and combat.

Annex 1

The model of the structure of internal program
on money laundering prevention and combat

Objectives
Authority
Responsibilities and obligations
Bank’s Council
Bank’s executive board
Responsible person
Employees
Rules “know your customer”
Customer acceptance
Customer identification
Transactions monitoring
Information maintenance and keeping
Controls
Audit responsibilities
Requirements on employees’ selection
Training
Reporting requirements:
Reporting term
Correspondence with the respective body
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Organizational structure of the banking supervisorihority

Organizational Structure of the Banking Supervisory Authority

Banking Supenrnvision and Reguation Department 43

Director of Banking Supervision and Reagaulation Department 4

Bankina Regulation And
Licensing Dimision
17

Banking Control
and Supendsion
DnAsiIon

25

Licensirng
Section

Reports
Section

MMet hodoloogy
and Raiting
Section 5

Banking
Actndty Tontrol
Section 495

Economic
Anmnakysis
Section 9




Examples of sanctions applied by the NBM for nompliance (in relation to the criteria

under FATE R. 5)

FATF The Date and reason of sanctions The sanctioné&ess Provisions that we
Recom- not respect from
mendation Recommendations
on developing
programs by banks
of the RM on
prevention and
combat of money
laundering and
terrorism financing
5.2d) Date - 14.04.2005 Written warning for bank’'s Item 6.3 and 8
Reason- non accumulation ofcouncil and executive according
information in order to determineto art.38 (1) a) of the Law op
suspicious operations regardless of ariynancial institutions
exemption or thresholds
Date - 13.05.2005 Was issued a Warning according
Reason- non accumulation ofo art.38 (1) a) of the Law op
information in order to determingfinancial institutions
suspicious operations regardless of any
exemption or thresholds
Date - 09.03.2006 Written warning for bank’s
Reason- non accumulation ofcouncil and executive according
information in order to determineto art.38 (1) a) of the Law op
suspicious operations regardless of ariynancial institutions
exemption or thresholds
5.3 Date - 20.06.2006 Was imposed a fine according tdtem 6.2
Reason - non accumulation p&rt.38 (1) d) of the Law on
information regarding customerfinancial institutions
identification
5.7.1 Date - 06.01.2005 Limited the deposit activity of the ltem 6.3
Reason — caution measures taking |Hank according to art.38 (1) f) of
banks did not include determination jothe Law on financial institutions
source of funds
Date - 18.12.2003 Withdrawn the  confirmatior
Reason — caution measures taking |bysued to the administrator of the
banks did not include determination jobank according to art.38 (1) e) pf
source of funds the Law on financial institutions
Date - 12.03.2004 Was issued a Warning according
Reason - caution measures taking [kp art.38 (1) a) of the Law o
banks did not include determination pfinancial institutions
source of funds
5.15 Date - 20.06.2006 Was imposed a fine according ffdtem 5.5

Reason- non
transactions

reporting of suspici

prart.38 (1) d) of the Law o

n

financial institutions




