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CDD
CIS
EAW
EC
EMU
ERM
EU
FATF
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FIU
LANIDA
ML
MLA

List of abbreviations

Anti-Money Laundering/Combating the Financing @krforism
Bank of Latvia

Customer due diligence

Commonwealth of Independent States
European arrest warrant

European Commission

European Monetary Union

Exchange Rate Mechanism

European Union

Financial Action Task Force

Financial and Capital Market Commission
Financial intelligence unit

Latvian Real Estate Association

Money laundering

Mutual Legal Assistance

MLRO Money Laundering Reporting Officer

NPO
NIMA
PEP
PIN
ROSC
SRO
STR
TF
UN
CoL
CPL
CL

Nonprofit organization

Corporation of Real Estate Brokers and Dealers
Politically-exposed person

Personal identity number

Reports on Observance of Standards and Codes
Self-regulatory organization

Suspicious transaction report

Terrorism financing

United Nations

Commercial Law

Criminal Procedure Law

Criminal Law



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

Developments reported since the adoption of theiatgvaluation report

Latvia has continued the improvement and developnoénits AML/CFT systems since the IMF
evaluation in 2006.

In order to insure the transposing of the EU TWML Directive in due time Latvia has drafted a bidan

new AML/CFT (hereinafter - AML/CFT law or the futext of the title — Law On the Prevention of
Laundering of Proceeds derived from Criminal Adyivand the Financing of Terrorism) Law to be
enforced in mid December 2007. The Law has beeritedrataking into consideration all the

recommendations of the third round joint IMF andrdgval evaluation for further improvement of the
existing AML/CFT system.

Alongside with working on the draft law, it is plaed to amend the Criminal Procedure Law (hereinafte
— the CPL), with the aim to prevent, for examples tloubling of the definition of proceeds of crime
laws and regulations, as well as to create a jmnninology regarding proceeds of crime, financial
resources or other property in accordance withGbavention for the Suppression of the Financing of
Terrorism. Also, beside the draft law, the draftbibet Regulation “Regulations regarding List of
Elements of Unusual Transactions and ProcedurdRdporting” is being elaborated.

25.01.2005 the Council for Prevention of LaundemndProceeds derived from Criminal Activity chaired
by the Prime Minister was created. Among its taskse : setting of money laundering prevention
priorities, further coordination of the work of s&aauthorities, organization of the law draftinggess.
The Council began by a whole range of measuresgatfhizational nature, including critical amendnsent
to normative acts (a new Criminal Procedure edter® force, amendments were made to the Criminal
Law, AML law and other laws. The FIU was taskedhattte fulfilment of 3 priorities, a register of ban
accounts of legal persons was created.

Taking into account the way the situation develgpadluding Moneyval/IMF evaluation and
recommendations, on 03.04.2007 the said Council tnessformed to Finance Sector Development
Council which is still chaired by the Prime Minist&he authority of the new Council has been exteind
under the Cabinet of Ministers Regulation # 233 Regulation also gives more details on the aitthor
of the Council by providing a list of tasks to lamplished in the whole of financial sector. Treucil
now also has more members, including the Presidfetite Association of Commercial Banks of Latvia,
the Board Chairman of the Latvian-American FinaRosum.

The new AML law also legally establishes the statuhe new Council by stipulating that the Counsil
the coordinating body the objective of which thenmanization and improvement of the cooperation
between state authorities and the private sectoorder to prevent money laundering and terrorist
financing.

Among the most important decisions of the Courkilhie creation of a comprehensive plan in order to
improve correspondent banking relationships with bEhks. Another key decision has been the
entrusting of the State Revenue Service with a taskupervise non-financial institutions that hésoa
been put into the new AML law draft.

Among the other specific measures that have bdsm ta the following:

Financial and Capital Market Commission has orgathia workshop in September 2007 in Riga where
Latvian bank representatives had an opportunitpeet with their correspondent banks from Europe and



USA. The main objective of the workshop was to emage further inter-bank cooperation, exchange of
information, and to receive the recent informatabout best AML/CFT practice and standards paying
special attention to monitoring high risk customers

The Association of Commercial Banks of Latvia, idd#ion to the % EU Directive, FATF
Recommendations and Moneyval/IMF recommendatiomd,1010.2007 created and approved the Action
Plan to Enhance Transparency of the Offshore Ciat®®erviced by Banks in Latvia.

The action plan lists a number of steps that bamksatvia have agreed to take as a voluntary peivat
sector initiative aimed at strengthening the retahip with correspondent banks, particularly ie th
United States. Those steps would have an overditip® impact on the market by increasing the
resilience of the whole banking sector against mdaandering threats, and contribute to the reptat
of the Latvian financial sector as a high qualigyable innovative provider of financial services to
residents of Latvia and customers from the neighbarountries.

The action plan is composed to two parts. The fiest deals with the issues that are the competeihce
the Association of Commercial Banks. The second geals with commitments at the level of individual
banks.

The draft Law on the Declaration of Property owrmwdNatural Persons is currently reviewed by the
Parliament of Latvia. The draft stipulates thatspes will be obliged to declare their property, ickds,
securities, monetary assets of any kind, loanis. énvisaged under the said draft that the inhatsitaf
Latvia will be obliged to keep for 5 years docunseiitat prove any purchase the value of which exxceed
50 minimum wages. Moreover, it is planned to esthblability for the use of property the legalgin of
which cannot be proved. It is possible that theersal of the burden of proof from the state to the
individual concerned will be instituted and the gibke penalty might be the confiscation of property

Further to the issues of the confiscation of crahiproceeds and the reversal of the burden of ppoef
has to note that the new possibilities offeredheyriew Criminal Procedure (Art. 355) are activedgdiin
practice. When it comes to money laundering cai$es, possible to recognize a given property as
criminal proceeds and to confiscate it on behalthef state under separate court proceedings e¥erebe
the guilty person has been found and sentencedpétrticularly useful in cases when there arepezific
victims or forged documents figure in the case eomed or the possible offender has used falseiigent
data.

Over 2007 (10 months) 12 persons have been sedtdacenoney laundering in 8 cases, in 14 cases
assets that figured in the cases were recognizedoaseds from crime and confiscated (total amayst
million EU) and the issue of sentencing the possdifenders postponed (to be resumed in the future
should that be necessary).

New developments since the adoption of the Firstjfess report

As it was already noted in thé' Progress Report prepared by Latvia in order tairenghe transposing of
the EU Directives 2005/60/EC and 2006/70/EC a neMLACFT Law was introduced (full title - The
Law On the Prevention of Laundering of Proceedsivddr from Criminal Activity and Terrorist
Financing, hereinafter - AML/CFT Law). The Law bawaeffective in mid August 2008.

This new law differs with the following major aspec

v" Scope of persons subject to new AML/CFT Law is exigal and now includes also:

. trust and company service providers,
. persons, providing money collection services,
. any merchants, when payment is made in cash amgdsd5,000 EUR equivalent.



v Risk based approach to customer due diligence ntasluced.

v' Banks and other financial institutions have oblimatto refrain from executing transactions or
debit operations on customer’s account where thes#ction is related or may be reasonably
suspected of being related with money launderingtasrorist financing. Such cases are
immediately reported to FIU. FIU has 60 days to enakdecision whether to freeze funds and
forward case to the law enforcement authorities.

v" More detailed requirements for establishing intecaatrol system.

v" Banks and other financial institutions have to appboard member who is responsible for the
prevention of money laundering and of terroristafining in the respective bank or financial
institution.

v" Board members of the banks have to be regulartyrnméd about AML/CFT compliance within
the bank.

v" A person that is responsible for ensuring compkawith the AML/CFT Law in a bank and life
insurance company may not be convicted for commgitéi crime.

v' Law provides possibility for banks and life insutancompanies to access wide range of state
registers to assess their customers and moneydeangdisk associated with them.

v" Within seven days of receipt of a request by FIWksaand other financial institutions has to
provide FIU with requested information and docursatiout the customer or the transaction, the
origin and further movement of funds. Previousinlkshad to respond within 14 days.

v/ Every criminal offence can be predicate offencenfioney laundering.

v" Prosecutors do not have to prove intent or wilfimdness to prosecute money laundering, i.e.
unintentional (negligent) money laundering also lbaprosecuted.

v" There are improved regulations allowing passingorimfition about the customers to
correspondent banks.

v' The role of Supervisory and Control Authorities geevent money laundering and terrorism
financing activities has increased.

Alongside with the entry into force of the new AMBFT Law over December 2008 — January 2009 the
Government adopted a number of normative acts diraded to this law:

v" Regulation # 1071 On the List of Indicators of WmaisTransactions and the Procedure according
to which Reports on Unusual and Suspicious Tramsectshall be made. The re-issued
Regulation includes both new additional reportingibs and new transaction indicators.

v' Regulation # 1092 On the Procedure according tehvBtate and Municipal Authorities provide
Information to the Office for Prevention of Launohgy of Proceeds derived from Criminal
Activity. This Regulation extends the authoritytbé FIU, i.e., allows to request information held
in the databases maintained by municipalities.

v' Regulation # 966 On the List of the Third Countiieposing Requirements Equivalent to Those
of the European Union Regulatory Provisions withspaet to the Prevention of Money
Laundering and of Terrorist Financing.

v' Regulation # 36 On the Countries and Internati@rglanizations, which have compiled Lists of
Persons suspected of being involved in Terrorigivig. The Regulation defines the countries
and international organizations whose compiled It persons, suspected of being involved in
terrorist activity (hereinafter - the terroristtiy shall be recognized by the Republic of Latvia,
i.e., the terrorist lists compiled by European Wniand North Atlantic Treaty Organization
member states, the terrorist lists compiled by theted Nations Security Council and the
European Union Council.

In order to be in line with the requirements of tew AML/CFT Law Financial and Capital Market
Commission (hereinafter — FCMC) issued Regulatmm&nhanced CDD. These Regulations are binding
to all the financial market participants supervisgdhe FCMC and now establish the following:



Additional cases when a financial institution shetform enhanced customer due diligence.

The procedure for and the minimum extent of theaeobd customer due diligence at inception of

and during business relationship.

v' Categories of risk of laundering the proceeds friminal activity (money laundering) and of
terrorist financing and the relevant risk chardstis.

v' Special measures of enhanced customer due diligence

v' The procedure whereby enhanced monitoring is appi€ustomer transactions.

<]

New FCMC Enhanced CDD regulations describe a resseld approach to the CDD procedures, which
fundamentally change due diligence approach. Nowenwvestablishing business relationship with a
customer, a financial institution shall determihe tnitial risk associated with the customer byeassg
the following risk categories:

v' Country risk.
v' Customer risk.
v" Product/services risk.

Combining above mentioned risk categories with reiteed risk variables minimum requirements have
been set up for risk based Enhanced CDD.

Bank of Latvia as a supervisory authority for fgrei currency exchange offices has issued
"Recommendations to Capital Companies that HaveiRed a Licence Issued by the Bank of Latvia for
Purchasing and Selling Cash Foreign CurrenciesDieveloping an Internal Control System for the
Prevention of Laundering the Proceeds from Crimifalivity (Money Laundering) and of Terrorist
Financing". These recommendations were adopted a3, 2009 and took effect on June 1, 2009. This
document contains recommendations for currency angd offices concerning establishing internal
control system, identification of clients and thbeneficiaries, PEP identification, reporting obtign,
and describes risk based approach for evaluats@mML/CFT risk of their clients.

The State Revenue Service being a new supervisanajrity of DNFBPs in accordance to the
AML/CFT Law has issued a Methodological materidiiSTMethodological material is used by subjects of
law on the prevention of laundering the proceedsnfrcriminal activity and of terrorist financing
supervised by the State Revenue Service.

The Methodology includes specific obligations of EBPs regarding Internal Control Systems, Customer
Due diligence and Reporting Duty.

The Administrative Violations Code stipulates resgibility for customer identification requirements
violation and failure to report unusual or suspisidinancial transactions (Articles 165-4 and 165-5
effective as of June 10, 1998). The new AML/CFT kince mid August 2008 prescribes new duties for
subjects of law (for example): 1) notify in wrigjirthe type of their activities to the territoriatitiof the
State Revenue Service in view of their registerffideoaddress or declared residence address wiiin
business days of starting their operation (Artidke paragraph 3), 2) customer identification and Due
diligence (chapter IIl), 3) to appoint a board memivho shall be responsible for the prevention ohay
laundering and of terrorist financing in the regpeccredit or financial institution (Article 10 pagraph

2), 4) to establish an Internal control system i(dt6 paragraph 1), 5) to ensure training forfgtafticle

6 paragraph 2). In order to be in line with thesaw requirements Cabinet of Ministers adopted
amendments (3 new articles shall be added) to tldenidistrative Violations Code to ensure
administrative responsibility for violation of ahese rules. Right now the adopted amendments are
submitted to the Latvian Parliament for evaluation.

In May 2005 Latvia signed Council of Europe Coni@mton Laundering, Search, Seizure and
Confiscation of the Proceeds from Crime and onRlmancing of Terrorism. On August 11, 2009 the



Cabinet of Ministers adopted five draft laws, whighre elaborated with the goal to be able to ratigy
above-mentioned Convention.

The adopted draft laws are:

v" “On Council of Europe Convention on Laundering, r8ba Seizure and Confiscation of the
Proceeds from Crime and on the Financing of Tesnat;

“Amendments to Criminal Procedure Law”;
“Amendments to Investigatory Operations Law”;

“Amendments to Credit Institution Law”;

NN

“Amendments to Law on the Prevention of Laundetimg Proceeds from Criminal Activity and
of Terrorist Financing”.

Right now the draft laws are submitted to the LatvParliament for evaluation. The amendments dfafte
are mainly concerning monitoring of banking traniss and possibility for other states to request
monitoring. The amendments in the Criminal procedlaw also entail amendments in chapter of
international cooperation.

Several amendments were made to the Criminal Puoedcaw (hereinafter — the CPL) with relation to
extradition proceedings to third parties and EU aegdulation with relation to execution of foreign
judgments was improved as well. For example, tiyelation with relation to the State guarantees mgive
when executing the request for extradition, rerhovammunity, several requests from foreign steftes
confiscation of assets was introduced.

The above-mentioned amendments to the CPL toole forcJuly 29, 2008, July 1, 2009 and July 14,
20009.

Amendment made in Article 355, part 1 of the CPaktdorce on July 1, 2009. Before the amendment
part 1 provided that property shall be recognisedraninally acquired, if such property has conte e
property or possession of a person as a result afnsinal offence. The amendment specified that
property come into the property or possessionp#raon directly or indirectly.

With regards to the question whether the definitidrthe FT offence has been amended to cover all
elements under the International Convention for Sh@pression of the Financing of Terrorism, Latvia
informed that during the first progress report #&mendments to CL, namely, Article 882 “Incitement t
terrorism and threats of terrorism” and 883 “Retimgi and training a person for committing terrogsts”
were elaborated. These amendments were elabocateet the requirements of he 16 may, 2005 Council
of Europe Convention on prevention of terrorisnwadl. It should be mentioned that amendmentsrare i
force since 13.12.2007.

Latvia has amended Commercial law (hereinaftere-GbL) as regards the bearer share regulation. The
part 2 of Article 229 of the CoL providing that thearer shares may be issued only in dematerialised
form (paper form is prohibited). Supplementary dadf Article 236 1 provides that management boidy o
the company takes the action ensuring that theebshares are entered in the Latvian Central Depgsi
according to the Financial Instrument Market Lagulation. Shareholder is allowed to transfer shares
registered in the Latvian Central Depositary to aeeount of the financial instrument. Article 23®12

the CoL provides that the company or the publichaxity has right to request information from the
Latvian Central Depositary about the bearer shhodders according to the procedure stipulated @& th
Financial Instrument Market Law. It means that adow to the information provided by the Latvian
Central Depository it is possible to identify thergons who have opened financial instrument aceount

Overall Latvia has developed a comprehensive AMO/GFgal framework, which is now fully compliant
with FATF forty recommendations and nine speciabmmendations on Terrorist Financing as well as
directives of the European Parliament and of thenCib 2005/60/EC and 2006/70/EC. There are no



legislation that would hinder or prevent coopematiand sharing of information between Latvian
authorities and foreign authorities.

In order to encourage further inter-bank cooperatéxchange of information, and to receive the mece
information about best AML/CFT practice and staddgpaying special attention to monitoring high risk
customers FCMC has organized a workshop in Septer@®87 in Riga where Latvian bank
representatives had an opportunity to meet witlir t@respondent banks from Europe and USA. The
workshop was followed by a yearly AML/CFT Confererin October 2008 in Vilnius (Lithuania) and in
November 2009 in Tallinn (Estonia) organized in pe@tion with US Treasury with the active
participation of biggest private banks and superyisuthorities of all three states (Latvia, Lithisaand
Estonia).

The Finance Sector Development Council, which &reld by the Prime Minister, continued to act as th
coordinating body for the cooperation between satlorities and the private sector in order tovgne
money laundering and terrorist financing. Thereamgvo meetings of the Council held in 2008 and one
meeting in 2009. The agenda of the meetings caedaatso AML/CFT issues (e.g., increasing the réle o
the Company Register in preventing money laundeaimdyterrorist financing, money laundering issues i
Post Office).

2. Key recommendations

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

Recommendation 1 (Money Laundering offence)

Rating: Largely Compliant

Recommendation  of Take appropriate measures to ensure that prosewsitican be commenced

g‘e 'Mt':/ MONEYVAL | without the need for a conviction of a predicatiene
epor

Measures reported g In Latvia, a person responsible for the laundedhgriminally acquired proceeds
of 4 December 2007 t or other property is held liable according to thastituent elements of a criminal
implement ~ thel pffence as set out in Article 195 of the CL. In @rdo hold a person criminally
Recommendations g jigple in accordance with the said article, it kabe ascertained that the finandial
(2 et resources have been acquired as a result of camgndtiminal offences as set
out in the_CriminalLaw (hereinafter also CL); namely, a person carreotheld
criminally liable without knowing the criminal offiee as a result of which thege
resources have been acquired. Only after ascerntpthat the financial resources
or other property has been acquired as a resaliromitting a criminal offence, it
can be decided on starting a criminal prosecutigairst the person suspected) of
the laundering of illegally acquired proceeds.

Measures taken to| At this point there is discussion in Latvia witHateon to prior or simultaneous
implement the | conviction for predicate offence as prerequisite fwoney laundering offence
Recommendation  of| taking into account the Council of Europe Convemtim Laundering, Search
the Report since the| geizyre and confiscation of the Proceeds from Crame on the Financing of
a:jcc))ptmn = trle first | Terrorism Article 9, part 5.
progress repor In theory and at the level of CL and CPL it is pbsto sentence a person for
money laundering offence without prior convictioh pyedicate offence, if the
proceedings were terminated due to statute ofdiiom, person’s death, amnesty
or other non-exoneration (non-rehabilitation) bakigvertheless, there should be
enough evidence for predicate offence to convi@rgon on money laundering.




However, in practice there are no such cases. ®hadifficult to comment on
the practical applicability of such possibility.

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

Rating: Partially compliant

Recommendation  of Provide explicitly in law or regulation for finaradi institutions to undertake CD
the IMF/Moneyval| measures when establishing a business relatior(ghigupplement Articles 6 ard
report 7 of the AML Law relating to opening an account).

Measures taken to| The new AML/CFT Law was adopted on 30.07.2008. bhadome in force on
implement the | 13.08.2009. The Article 11 remained without charayes provides an obligation
Recommendation  of| tg jdentify client when establishing a businesstiehship, and undertake CDD
the Report since the| measures before establishing business relationdusiness relationship is

adoption of the first | yoined in the Article 1, point 3 of the AML/CFT wa
progress report

Recommendation  of Provide explicitly in law or regulation that finaiat institutions must verify

the  IMF/Moneyval| customers’ identity.
report
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Measures taken to
implement the
Recommendation of

the Report since the
adoption of the first
progress report

No changes as to this obligation in the AML/CFT Laiter its adoption (se
previous comment).

(4]

Recommendation 0
the IMF/Moneyval
report

f Enhance measures in order to enable all financiadtitutions to conduct fu

CDD on all legal entities that may issue bearerrgisa

4

Measures reported &
of 4 December 2007 t

Article 17 and paragraph 3 of Article 22 provideatt FCMC defines minimun
scope for enhanced CDD for different customer aateg, enhanced custom

L
er
it
or

- <<

implement ~ the transaction monitoring, and defines scope of prtslaad services of the creq

Recommendations 9 4nq financial institutions and customer transastishen there are indications f

19 eI the duty to conduct enhanced CDD. Regulations etidiy FCMC define the duf
for banks and other financial institutions to coctdenhanced CDD for a
customers that are legal entities that may issaeebashares.

Measures taken to| The adopted AML/CFT Law in the paragraphs 4 and Article 22 provides tha

implement the | FCMC defines minimum scope for enhanced CDD forfedint custome

Recommendation of

the Report since the
adoption of the first
progress report

categories, enhanced customer transaction morgtomd defines scope

products and services of the credit and financititutions and custome

transactions when there are indications for the dotconduct enhanced CDI
Regulations adopted by FCMC (in force since 04@382) define the duty fo
banks and other financial institutions to condudtanced CDD for all custome
that are legal entities that issue or have a tgilgsue bearer shares.

Recommendation  of Amend Article 7 paragraph 3 of the AML Law to pdevia specific direct

the IMF/ | requirement for financial institutions to identifiie client, irrespective of any

IMF/Moneyval report | exemption or threshold, when there is a suspicfaerorist financing.

Measures reported g Article 11 (point 2 of the paragraph 2) provideguieement for identification in

of 4 December 2007 t cases when the transaction matches up with atdeasof the unusual transactipn

implement ~ ~ the| jndicators or there is a suspicion of possible ryotmundering or terrorisy

Recommendations 9 financing or an attempt for such actions.

the report

Measures taken to| The Article mentioned has remained without changieshould be noted that no

implement the | exemption or threshold applies in this case.

Recommendation of

the Report since the

adoption of the first

progress report

Recommendation  of Clarify, in law or regulation, that identificatioof non-resident customer of the

the IMF/Moneyval| Latvian Post Office and the bureaux de change béopeed on the basis of

report reliable, independent source documents, data oorimétion, such as, for
example, valid passports.

Measures reported g Latvian Post Office and the bureaux de change @gsts of the AML Law and

of 4 December 2007 Y are obliged to observe the requirements of theftavidentification of customers

implement ~ the| relying on certain documents (Articles 12 and 13).

Recommendations @

the report

Measures taken to| In addition to the already provided informatiorsiitould be noted that Articles 12

implement the | and 13 of the AML/CFT Law apply to all the customer residents and nop-

Recommendation of| residents. As to the identification of non-residerthe law provides for

the Report information needed to gather about a non-resideistomer as well as the

documents acceptable for this reason for persoastiftkd in Latvia and fo
persons identified outside Latvia (see Articlesah? 13).

11



Recommendation 0
the IMF/Moneyval
report

Amend the AML Law in order to require all financiastitutions to obtain furthe
information on the beneficiaries and third persons.

Measures taken to
implement the
Recommendation of
the Report since the
adoption of the first
progress report

The FCMC Regulations for Enhanced Customer Duey®&ilce provide additiona
measures as to obtaining further information on libaeficiaries and the thir
persons. The Regulations provide minimum requirégmdor enhanced du
diligence at inception of business relationshige (skeapter IV) with a customer
well as due diligence performed during businesaticiship (see Chapter V).
Minimum requirements for ECDD during the businesktionship include thg
requirement:

26. To verify that the beneficial owner as indicbby the customer or establish
by the financial institution is in fact the custateébeneficial owner, the financia
institution shall carry out one or more of the @lling:

26.1. obtain additional information about the projyestatus of the beneficia
owner;

26.2. establish the economic or personal activityttee beneficial owner o

previous professional experience, education anderothformation where it is
necessary to carry out the respective economiwiactind financial transactions;;

26.3. establish whether the economic or persontviac of the beneficial owne
and/or of other legal persons whose beneficial awhdés complies with or is
related with the economic activity carried out the tcustomer of the financi
institution;

26.4. obtain other information evidencing that tperson indicated as th
beneficial owner exercises control over the custoaral benefits from his/he
activities.

]

=

A

=

Recommendation 0
the IMF/Moneyval

f Amend the AML Law or relevant regulation in order ¢learly require the
financial institutions that are not covered by tREMC Regulation to obtai

report

information on the purpose and intended naturénefliusiness relationship.
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Measures taken to
implement the
Recommendation of

the Report since the
adoption of the first
progress report

Law is now in full force. The Article mentioned the previous Progress Rep
remains as it is.

Recommendation 0
the IMF/Moneyval
report

f Enhance current practice by requiring explicithyp law or regulation, the
financial institutions to ensure that documentstadand information collecte
under the CDD process is kept up-to-date and reiebg undertaking reviews (
existing records, in particular for higher risk esgories of customers or busine
relationships.

-

Measures reported g
of 4 December 2007 t
implement the
Recommendations d
the report

also keeping and regular updating the documents, atad information collecte
under the CDD process.

Article 36 of the AML Law requires that the subjesftthe law maintains an
keeps copies of documents verifying the identityhaf customer, information g
the customer and its accounts, application foradteneficiary, corresponden
(including electronic correspondence) as well dseotdocuments (includin
electronic ones) obtained under the CDD processafdeast five years. Th
article defines also the rights of the subjectshef law to process electronical
data obtained under the identification and the Gidixess of the customers, th
representatives and actual beneficiaries (paragtapihthe article 36). Paragray
3 of the aforementioned article stipulates thagdme cases when required by
FIU this term may be extended for more than fivarge

Measures taken to
implement the
Recommendation of
the Report since the
adoption of the first

progress report

The requirement by Article 17 has remained witheh&nges.
Now the Article 37 of the AML/CFT Law requires thtie subject of the lay
maintains and keeps copies of documents verifyiregidentity of the custome
information on the customer and its accounts, apptin for actual beneficiary
correspondence (including electronic correspondeasavell as other documer
(including electronic ones) obtained under the Qocess for at least five yea
This article defines also the rights of the sulgecof the law to proces
electronically data obtained under the identifimatand the CDD process of t
customers, their representatives and actual besmedis (paragraph 4 of the artig
37). Paragraph 3 of the aforementioned article mowtains provision that i
some cases when required by the FIU this term neagxXtended for more tha
five years, but no longer than six years.

Recommendation 0
the IMF/Moneyval
report

f Require, in law, regulation or other enforceableamsg, the bureaux de chan
and the Post Office to identify high-risk categerid clients and transactions an
for all financial institutions, to perform enhanceatle diligence. Define th
additional measures to be taken under the enhadoedliligence.

=

Measures reported &
of 4 December 2007 ti

The law defines cases when the subject of thedawquired to perform enhanc
CDD (article 22). This article states categoriesustomers for which it applies
entering business relations with non-face-to-fasstamers, politically expose
persons, starting cross border relations with ¢trédtitutions in the third
countries, as well as in other cases stated inrotieemative acts. Thi
requirement applies to all subjects of the law imgtldes Latvian Post Office arn
bureaux de change as well.

No additional information on this point apart frdime fact that the AML/CFT

Required by Article 17 (point 4 of paragraph 1}istathat CDD process include
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implement the
Recommendations d
the report

Measures taken to
implement the
Recommendation of

the Report since the
adoption of the first

In addition to the Article 22 of the AML/CFT Lawdhrequirements of the FCM
Regulation on enhanced customer due diligencecstit the necessity to app
enhanced due diligence for certain customer typesidered to bear high risk
money laundering and terrorism financing. Main riskkegories are country ris

13



progress report risk associated with the legal form of the custgmésk associated with the
economic or personal activity of the customer, dskociated with the products|or
services used by the customer (see point 8 of dguRtion). Regulations define
additional measures to be taken under the enhameeddiligence process, for
example:
» Obtain additional information about the type of thestomer's economic
or personal activities, origin of funds, existing mlanned cooperation
with the financial institution, information aboute main counterparties of
the customer, the nature of business relationshgplanned transactign
volumes and the location where the economic agtisitarried out or the
customer resides (the customer's actual address);
» Establish the customer's beneficial owner wherectiomer is a legal
person or it is known or suspected that the customas establishe
business relationship with the financial institatiom the interests or on
instruction of another person;
* Use publicly available information to determine wiex the customer,
his/her authorised person and the beneficial ownave not been
previously convicted and are not suspected forduéant activities,
money laundering or an attempt thereof. When un@oge such
information, an approval of the board or of a baamember authorised by
the board shall be received to establish businelssianship with such
customer;
* When verifying whether the transactions made onctistomer’s accourj
comply with the economic activity declared by thistomer, the financig
institution shall verify the following:
o that the transactions made by the customer areoetoally
motivated and do not exceed notably the declar&amey
o that the customer's payments comply with the ecaooor
personal activity declared by the customer;
o that the customer’s transactions with the declaaed other
counterparties do not contradict the customer'siecoc activity;
o that it has underlying documents of transactiongh wihe
customer’s main counterparties.
As mentioned earlier there are minimum requiremdotsthe enhanced due
diligence at the inception of business relationglipapter IV of the Regulations)
and during the business relationship (Chapter thefRegulations).
Bank of Latvia as a supervisory authority for fgreicurrency exchange offices
has issued "Recommendations to Capital Companias Have Received g
Licence Issued by the Bank of Latvia for Purchasamg Selling Cash Foreign
Currencies for Developing an Internal Control Systéor the Prevention of
Laundering the Proceeds from Criminal Activity (MgnLaundering) and of
d
r
n
d

—

Terrorist Financing”. These recommendations weoptdl on May 13, 2009 ar
took effect on June 1, 2009. This document contagcommendations fqg
currency exchange offices for establishing intecwitrol system, identificatio
of clients and their beneficiaries, PEP identifimat reporting obligation, an
gives basis for evaluating the AML/CFT risk of thetlients including
identification of high risk customers and transaicsi.

Recommendation  of Remove from the AML Law the automatic exemptiom f@DD requirement

the  IMF/Moneyval| provided under Article 9.
report

U7
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Measures taken to| No additional changes or measures as to this reemdation. The above

implement the | mentioned Article has remained unchanged afterathaption of the AML/CF

Recommendation  of| | gw.

the Report since the

adoption of the first

progress report

Recommendation  of For customers (and beneficial owners of the furafsfinancial institutions tha

the  IMF/Moneyval| are not covered by the FCMC Regulation, clarifyjdaw or regulation or othe

report enforceable means, the timing of verification ic@dance with FATF criteria
13, 5.14and 5.14.1




Measures taken to
implement the
Recommendation of
the Report since the
adoption of the first

progress report

The definition of all the financial institutions ibg the subjects of the law is ng
provided in Article 1 paragraph 7. All the obligats mentioned in the®
Progress report remain the same.

(other) changes since

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

relevant initiatives)

The new AML/CFT Law is completely harmonized withetThird EU AML
Directive. According to the requirements of the I®ZMC has drafted an
enforced new updated AML/CFT Regulations bindinglicthe financial marke|
participants supervised by the FCMC.

W

o

Rating: Partially compliant

Recommendation 0
the IMF/Moneyval
report

Measures taken to
implement the
Recommendation of
the Report since the

adoption of the first

progress report

Broaden the provisions in the AML Law of the cirstances under whic
DNFBPs are subject to AML/CFT preventive measueggiirements. The AM
Law should apply to all DNFBPs identified in the HFARecommendations wh
they engage in the activities specified in the FAREeEommendations.

The new AML/CFT Law applies to all DNFBPs identdfiein the FATF
Recommendations (Article 3).

Concerninglawyers, notaries and other independent legal iserproviders the
new AML/CFT Law applies to thewhen they prepare for or carry o

transactions for their client concerning the foliogy activities:
-buying and selling of real estate;

n

Ut

i.e. part of rec 12
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-managing of client money, securities or other tssse

-management of bank, savings or securities accountganization of
contributions for the creation etc.

The AML/CFT Law provides DNFBPs obligation to idgntustomers (natural o
legal persons), to explore, to clarify the purpadea transaction, transactio
monitoring and other responsibilities, except n@aras customers (natural (
legal persons) identifications requirement are $etthe Law on Notarie
(AML/CFT Law Article 12 Paragraph four and Articl8 Paragraph three).

The Law on Notaries Article 75 provide when destgrapersons in deeds af
certifications their given name, surname, persaaeahtity number and place ¢
residence shall be indicated, but in deeds andfications in accordance wit
which the sworn notary must verify the identitytb& persons — also the date 4
place of birth of these persons.

The Law on Notaries Article 76 provide if the sworatary does not know th
person for whom the deed or certifications is taria@le or who must be identifig
for another purpose, he or she shall ascertaifdéity of such person accordi
to the passport. If the person referred to canmesgnt a passport, the swq
notary shall ascertain his or her identity accagdio identity documents whic
have been issued to the person in the State drdosarnment service by his
her management or according to other reliable decusp if necessar
supplementing the information lacking from the iteshies of two witnesses.
The Law on Notaries Article 83 Paragraph one preddworn notary shall verif
the identity, capacity to act and the right of emgntation of the participants
the notarial deed.

The Law on Notaries Article 123 provide the swoatamny shall verify the identity
of the persons who have appeared.

The Law on Notaries Article 140 provide a swornamptshall verify the identity
of the bailor and make an entry in the bailmentkofms each object received fq
bailment.

Recommendation 0
the IMF/Moneyval
report

f Broaden the specification of the circumstances wunadbich DNFBPs are
required to undertake CDD to conform with the FARecommendations
including eliminating the provision that professab®m are only required to
identify clients when they engage in transactiohBl@dR 15,000 or more or whet
they are arranging for safekeeping or opening actsu A requirement to
identify PEPs should be included.
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Measures reported &
of 4 December 2007 t
implement the
Recommendations ¢
the report

Section Il of the AML/CFT Law "Customer identifitan and CDD" requires a
the subjects of the law (including also DNFBPSs) identify customer ang
undertake CDD when beginning the business reldtipnbefore each transactic
above EUR 15.000 or its equivalent in other curieshas well as in cases wh
there is suspicion for money laundering or tertdiiisancing or an attempt fg
such actions (article 11).

Relations with politically exposed persons are tatga in Article 25 of the law.

Regarding CDD the law sets out minimum criteriadohanced CDD (article 22).

n

=

Measures taken to
implement the
Recommendation of
the Report since the
adoption of the first

progress report

No additional information since the previous PregreReport. The Articlé
mentioned above has remained unchanged after thetiew of the AML/CFT
Law.

It should be noted (as example) that State Rev&uargice being supervisor
authority for AML/CFT matters for majority of DNFBP has issued
Methodology regarding Prevention of Laundering Beats derived from Criming
Activity and Financing of Terrorism. Its Chapte83. "Customer ldentificatio

D

v

1

-

and Due Diligence" specifies obligations of DNFBRs observe FATH
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recommendation 5 regarding Customer Due diligence.

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

relevant initiatives)

Rating: Partially com

pliant

Recommendation  of Require, in law or regulation, financial institutie to keep records of the account

the IMF/Moneyval
report

Measures taken to
implement the
Recommendation of
the Report since the
adoption of the first
progress report

files and business correspondence.

Now it is Article 37 that regulates keeping the amels of account files an
business correspondence. Only point 3 of thislarfias been changed and
now:

3) When required by the FIU in some cases thismteray be extended f
more than five years, but no longer than six years.

Recommendation 0
the IMF/Moneyval

f Allow, in law or regulation, for the extension betrecord keeping period beyo
five years on request of an authority in speciéises.

report

Measures taken to| The term of keeping the records in accordance thighArticle 37 paragraph 2 |s

implement the
Recommendation  of
the Report since the
adoption of the first
progress report

at least five years after termination businesgiogiahip for the following:
1) copies of documents evidencing customer ideatifin data,;

2) information about customers and their accounts;

3) statements about the beneficial owner;

18



4) correspondence, including by electronic mail;

5) other documents, including in an electronic fowbtained during customer

due diligence.

In accordance with the Article 37 paragraph 3 wrejuired by the FIU in som
cases the term for record keeping may be extenatethére than five years, b
no longer than six years.

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

Recommendation 10 (Record keeping)
ll. Regarding DNFBP?

Recommendation 0
the IMF/Moneyval

f Broaden the provisions in the AML Law of the cirstances under whic

DNFBPs are subject to AML/CFT preventive measugsgirements, includin
for record keeping.

report

Measures reported &
of 4 December 2007 t
implement the
Recommendations 0
the report

The record keeping requirements mentioned befoeeapplicable also to th
DNFBPs, except notaries as record keeping requitesmfor this category o
DNFBPs are set in the Law on Notaries.

Measures taken to
implement the
Recommendation of
the Report since the
adoption of the first

progress report

The same applies for DNFBPs with the exception ofaNes. See Article 37 ¢
the AML/CFT Law.

The AML/CFT Law Article 37 Paragraph one providhattthe law subjects ar
also lawyers, notaries and other independent lesgaice providers documents
the client identification and exploration activisie identification dates an
documents the record keeping period are five yeaxsept notaries as recof
keeping requirements for notaries is set in the baviNotaries.
The Law on Notaries Article 58 provides that a gwaptary shall keep deed
books, seals, files and valuables in a safe pladdake care of the storage thers
in an undamaged condition.
The Law on Notaries Article 79 Paragraph two presithat a sworn notary shs
keep secret all entrusted matters, deeds and dodsime

=

)

=

(other) changes since

the first progress
report (e.g. draft
laws, draft

regulations or draft
“other enforceable
means” and other

relevant initiatives)

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

Rating: Largely compliant

Recommendation 0
the IMF/Moneyval
report

f Provide clarification and guidance to the reportiegtities in order to increas
the emphasis ensuring that suspicious transactayesreported promptly to th
FIU.

=

Measures reported &
of 4 December 2007 t

Para. 1 of the Article 20 of the draft stipulatbattfollowing the beginning o
business relationships the subjects of the lanedas a money laundering a
terrorist financing risk evaluation, carry out donbus monitoring of transactior
in order to make sure that the transactions are notusual or suspicioy
transactions.

Para. 2 of the Article 20 stipulates that the sttigjef the law, while carrying oy
the supervision of business transactions, should fzecial attention to 1
complicated and large transactions which are nut#y to the client or mutuall
linked transactions which have no apparent econgeason or explicitly clea
legal justification; 2) transactions with the inveient of persons from thir
countries which are considered as non-cooperatiuatdaes or territories (that faj

FATF.

Article 22 of the draft obliges the subjects of the to conduct deeper analysis
specific cases (PEPs, cross-border relationshipswdich can also be looked
as a guideline for detecting suspicious transasti@me has to note that Art. 30

immediately.

implement the
Recommendations d
the report

Measures taken to
implement the
Recommendation of

the Report since the
adoption of the first
progress report

beginning of business relationships the subjecttheflaw, based on a mon
laundering and terrorist financing risk assessmeshgll perform continuou
update of information on customer's economic ois@eal activity in order tq
make sure that the transactions are not unusisalsmicious transactions.
Paragraph 2 of the Article 20 of the AML/CFT Lavpsiates that the subjects
the law, while carrying out the supervision of mesis transactions, should p
special attention to

1) unusually large and complex transactions or rallyulinked transactions
which have no apparent economic or visible lawfuipose, and are not typicg
for a customer;
2) transactions involving persons from third cougdrthat, in accordance with th
opinion of international organisations, shall bensidered as countries ar

laundering and terrorist financing or that have weéd to cooperate wit
international organisations in the area of prevegtimoney laundering an
terrorist financing

Article 22 of the AML/CFT Law obliges the subjedtsthe law to conduct deep
analysis (enhanced customer due diligence) in Bpazises (PEPS, cross-borg
relationships, etc), which can also be looked ataaguideline for detectin
suspicious transactions.

One has to note that paragraph 1 of the Articlec86tinues to stipulate ths
suspicious transactions are to be reported imnedgiat
Regulation No0.1071 "On the List of Indicators ofugmal Transactions and ti
Procedure according to which Reports on Unusual Subicious Transactiorn
shall be made" includes not only additional repgytbodies and new transacti

to cooperate in the areas of money laundering enarist financing) by the

Paragraph 1 of the Article 20 of the AML/CFT Lawpsiates that following the

territories where there are no effective regulatprgvisions for combating mone
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the draft continues to stipulate that suspicio@mdactions are to be reported
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indicators but also new more detailed reportingn®iRegulation No.1071 of 22
December 2008).
Recommendation  of Increase the emphasis on STR reporting in ordeertbhance the operational

the IMF/Moneyval| effectiveness of the FIU.
report

Measures taken to| Firstly, part of the answer can be seen in theyréplthe previous questiof
implement the | Secondly, in late 2005, early 2006 the CouncilPoevention of Laundering ¢
Recommendation  of| proceeds derived from Criminal Activity chaired bye Prime Minster (the
the Report since the| o\ rent name - Finance Sector Development Cousetl) priorities for the FIU
adoption of the first | _ 4y free7ing of huge amount financial resourc@sthe detection of large scale
progress report laundering schemes; 3) provision of valuable infation (that would
substantially foster preliminary investigation)lasv enforcement authorities.
The practical application of these priorities bg U has led to the following:
1) in 2006 125 freezing orders (suspending debératipns in accounts) were
issued and 12,8 million LVL frozen. Out of the 1édses sent to law enforcement
in 2006 9 cases contained information on large reelseinvolving 20 and mor|
transaction participants in each scheme.

2) in 2007 94 freezing orders were issued andrfilj/ion LVL frozen. Out of the
146 cases sent to law enforcement in 2007 7 casgained information on large
schemes involving 20 and more transaction partitgosn each scheme.

3) in 2008 99 freezing orders were issued and &iflion LVL frozen. Out of
the 151 cases sent to law enforcement in 2008a88sccontained information on
large schemes involving 20 and more transactiotigyzants in each scheme.
4) in 2009 ( 9 months) 62 freezing orders weseiéd and 4,898 million LVL
frozen. Out of the 102 cases sent to law enforcéme2009 (9 months) 16 cases
contained information on large schemes involving &@ more transaction
participants in each scheme
Following the recommendation both the AML/CFT Lamdahe training activities
(number of trainings 2006 — 23, 2007 — 17, 2008-2009 (10 months) —16

=0 ==

[}

U

N

21



focus on the reporting on suspicious transactionshfe purpose of enforcing tf
above said priorities. Moreover, the FIU, by usangpecial software, regular,
carries out statistical analysis on both the pridporof suspicious transactiof
from the total number of reports and the numbeepbrts received based on ea
specific indicator and reporter. As a result, thfeimation on the analyses carri
out, including the number of reports included ia tases sent to law enforceme
is made available to the staff in charge represgriinancial and non-financig
institutions. This way feedback is ensured.

Recommendation 0
the IMF/Moneyval
report

f Specifically require, in law or regulation, the m@ping of suspicious transactior

of funds suspected to be linked to or related t@aoobe used for the terrorisn
terrorist acts, or by terrorist organisations or dbe who finance terrorisn
without limiting the scope of the requirement tsigeated persons.
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Measures reported g The provisions of the draft (Art. 1-17, Art. 3, ABO-1-3) oblige all subjects of th
of 4 December 2007 t{ |aw to immediately report about any transactionolihihay cause suspicion of T
implement ~ thel or attempt of TF or another criminal activity linkéo TF. The above said is
Recommendations 0 general type of requirement which does not applyteworist lists becaus
19 eI reporting on subjects from such lists is made muamgaunder the Cabinet ¢
Ministers Regulation # 127 On the List of Indicataf Suspicious Transactiol
and the Reporting Procedure (Para. 6.1.7.). Hetlwye are two types (
reporting on possible terrorists.
Measures taken to| The provisions of the AML/CFT Law (Art. 1-17, Ar8, Art. 30-1-2) oblige al
implement the | subjects of the law to immediately report about arapsaction which may cau
Recommendation of

the Report since the
adoption of the first
progress report

suspicion of TF or attempt of TF or another criniaativity linked to TF. The
above said is a general type of requirement, wtads not apply to terrorist lis
because reporting on subjects from such lists islemanandatory under th
Cabinet of Ministers Regulation N0.1071 of 22 Debem2008 "On the List 0
Indicators of Unusual Transactions and the Proaedacording to which Repor
on Unusual and Suspicious Transactions shall beetr(&aragraph 8.1.). In ligh
of this, there are two types of reporting on pdssiérrorists.

IS
e
f
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it

(other) changes since

the first progress
report (e.g. draft
laws, draft

regulations or draft
“other enforceable
means” and other

relevant initiatives)

Recommendation 13 (Suspicious transaction reporting
Il. Regarding DNFBP?

Recommendation of Revise the legal framework to require all DNFBPseport suspicious transaction
the t'MF/MO”eWa| in all those circumstances called for in the FABEosmmendations.
repor

Measures reported &
of 4 December 200]
to implement the
Recommendations o
the report

Art. 3 of the draft provides a full list of the gabts of the law, including DNFBP
Art. 30-1-3 stipulates that all the listed subjeate obliged to immediately repq
any suspicious transaction to the FIU. Art. 1-17tloé draft defines suspiciol
transactions as transactions which cause suspafiddL or TF or an attempt of
such activities or a criminal activity linked tcetsaid activities.
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®i.e. part of Recommendation 16.
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Measures taken to
implement the
Recommendation
of the Report since
the adoption of the
first progress
report

Article 3 of the AML/CFT Law provides a full listtdhe subjects of the law
including DNFBPs. Article 30-1-2 stipulates thdttak listed subjects are obliged
immediately report any suspicious transaction te EHU. Article 1-17 of the
AML/CFT Law defines suspicious transactions as daamtions which caus
suspicion of ML or TF or an attempt of such act@gtor a criminal activity linkeg
to the said activities

Notaries shall immediately to report to the FIU atbtine fact that an unusu
transaction, if:

- client deposits cash in the amount of 10000dais$ more;

- when officiating in accordance with the Notaridi@w a consultation is given or &
verification of a transaction complying with at &#ane indicator of the unusual
transactions named in these regulations is made itarefers to the actions named
in the point 4 of the first part of Article 3 ofetAML/CFT Law(Cabinet of Ministers
Regulation N0.1071 of 22. December 2008 "On the dfisndicators of Unusual
Transactions and the Procedure according to whegoRs on Unusual and
Suspicious Transactions shall be made", subparad@.&p)

Attorneys and other independent legal service plergiimmediately to repo
to the FIU about the fact that a unusual transagctfo
- a client deposits or receives cash in the amofii0000 lats and more,
authorizing to perform financial intermediation;

- a consultation is given in regard to the transastcomplying with at least one
indicator of the unusual transactions named in ¢hesgulations and referring to th
actions named in the point 4 of the first part didde 3 of the AML/CFT Law
(Cabinet of Ministers Regulation N0.1071 of 22cBmber 2008 "On the List of
Indicators of Unusual Transactions and the Proeedaocording to which Reports
on Unusual and Suspicious Transactions shall beetnadbparagraph 8.10.).

But the AML/CFT Law Article 30 Paragraph three pols that reporting t
the FIU and interdiction from the transaction artk ttransaction suspensi
requirement does not apply to notaries, lawyersahdr independent legal servi
providers when they are defending or representiients in pre-trial crimina
proceedings or court proceedings or providing aslwia trial initiation or avoidanc
of it.

Recommendation o
the IMF/Moneyval
report

f Revise Cabinet of Ministers Regulation No 127 t&arits provisions applicable t

all DNFBPs.

Measures reported 3
of 4 December 200]
to implement the
Recommendations g
the report

Currently, yet for a short while, the Cabinet ofriidters Regulation # 127 On ti
List of Indicators of Suspicious Transactions ahd Reporting Procedure is
force.

The annotation of the draft says that under its Af14 new Regulation is to
elaborated.
In view of the above said and based on the authgrianted to the FIU by th
currently effective Law On the Prevention of Lauridg of Proceeds derived fro
Criminal Activity (Art. 11-1, 37) the FIU carriedub an analysis of how practical

the indicators listed under the said Regulation w@vk (for the period 2001-2006).
’l_

As a result, a new draft regulation was producegn(rtontents) and the no
functional indicators excluded and new indicatorsravelaborated based on {
latest laundering trends. The indicators now alseec the non-financial sector
DNFBPs that was previously not covered by the Re@n.
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The new draft regulation was, as far as its conmpeteeaches, evaluated by the FIU
Advisory Board on 25.05.2007.
Following the entrance into force of the draft Itve said draft regulation will also
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be immediately sent to the Cabinet of Ministersdpproval.

Measures taken to| Currently the Cabinet of Ministers Regulation # 1Qf the List of Indicators of

implement the | Suspicious Transactions and the Reporting Procéslunet in force.

Recommendation | |n view of the above said Recommendation and basete authority granted to the

of the Report since| £y py the currently effective AML/CFT Law the Fltarried out an analysis of

]Eir;gt adom'%?()g‘;;gse how practically the indicators listed under thedsBegulation 127 worked (for the

report period 2001-2007). As a result, a new draft regutatvas produced (new contents)
and the non-functional indicators excluded and nmedicators were elaborated
based on the latest laundering trends. The indicatow also cover the non-
financial sector — DNFBPs that was previously notvered by the Regulation
No.127.
The new draft regulation was, as far as its conmpeteeaches, evaluated by the FIU
Advisory Board on 25.05.2007.
The new Regulation N0.1071 of 22 December 2008 ti@gnList of Indicators of
Unusual Transactions and the Procedure accordintpiich Reports on Unusual and
Suspicious Transactions shall be made" includes amby additional reporting
bodies and new transaction indicators but alsomewe detailed reporting forms (|n
force since 01.01.2009 ) for all subjects of the.la

(other) changes

since  the first

progress report (eg.

draft laws, draft

regulations or draft
Special Recommendation Il (Criminalise terrorist financing)

Rating: Partially compliant

Recommendation of Define “financial resources” in accordance with thderrorist Financing

the IMF/Moneyval| Convention.

report

Measures reported § Currently, according to Paragraph 3 of Article 1tloé law “On the Prevention of

of 4 December 200] |aundering of Proceeds Derived from Criminal Adi¥j financial resources are

to implement theé nayments in the form of cash and payment instrusnetiter than cash, preciols

Recommendations 4 metals, as well as financial instruments.

19 eI At the same time the drafted law “On the PreventidnLaundering lIllegally
Acquired Proceeds and Financing Terrorism” provideslefinition of the term
“resources (property)”, namely, financial resouroceany other form of corporeal or
incorporeal, movable or immovable property. In tefted law provides a
definition of the term “financial resources”, namgbayments assets in way of cash
or money clearings, precious metal, as well as king of form of financial
instruments or documents (also digital or electpnthat certify the right of a
person to these assets or property or confer atoghenefit from it.

Measures taken to| The AML/CFT Law is in force from August 13, 2008rtile 1, point 1 provides

implement the | definition of “resources” aéinancial resources or any other form of corporeal

Recommendation | jhcorporeal, movable or immovable property

of the Report since| article 1point 2 provides definition of “financiaésources” ainancial instruments

]Eir;gt adom'%?()g‘;;gse or payment instruments (cash or non-cash), docusn@nt paper or in an electronic

report form) that are held by a person either in ownersbippossession and entitle the
person to any benefit thereof, as well as precroetals in ownership or possessign
Taking into account previously mentioned informatibatvia has fulfilled the
recommendation.

(other) changes| In context with the previously given informationtize sees no need to consider
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since the first
progress report (eg.
draft laws, draft
regulations or draft

other manageable arrangements since the requeswumendation is fulfilled.

Special Recommendation IV (Suspicious transactioreporting)

I. Regarding Financial Institutions

Rating: Partially com

pliant

Recommendation 0
the IMF/Moneyval
report

f The authorities should amend the AML Law to prowgecifically that financial
institutions are required to report suspicious tsaetions of funds suspected to
linked to or related to or to be used for the teism, terrorist acts, or by terrorig
organizations or those who finance terrorism, withéimiting the reporting tg
cases where potential terrorists have been desgghat

be

—F

4

Measures reported &
of 4 December 2007 ti

~

The AML Law now in article 1, point 17 defines aspicious transaction &
follows:

The transaction causing suspicion for money laundeor terrorist financing o
any attempt for such actions or other criminal adiin connection with sug
actions.
The article 30 sets out an obligation for subjesttghe law to report to FIU

immediately on every suspicious transaction (&89, point 3 of paragraph 1).

1S

implement the
Recommendations o
the report

Measures taken to
implement the
Recommendation of

the Report since the
adoption of the first
progress report

The AML/CFT Law now in Article 1, point 17 definessuspicious transaction
a transaction that gives rise to suspicion of lagmidg of proceeds from crimina
activity (money laundering) or of terrorist finang or an attempt thereof, or
any other criminal offence related thereto

The Article 30 sets out an obligation for all sudtgeof the law to report to Fll
without delay on every suspicious transaction @etB0, point 2 of paragraph 1
It should be added that it is a general type ofiiregnent, which does not apply
terrorist lists because reporting on subjects fmamh lists is made mandatg
under the Cabinet of Ministers Regulation No.10722. December 2008 "O
the List of Indicators of Unusual Transactions d@hd Procedure according

which Reports on Unusual and Suspicious Transactball be made" (Para.8.]
regarding all the subjects of the law — transactighere one of the parties is

included on the list of persons regarding which g has informed the subjec|
of the law and their supervisory and control auities).
To ensure compliance, there are two types of teygpon possible terrorists.

person suspected of committing a terrorist act bparticipation therein and is
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(other) changes since

the first progress
report (e.g. draft
laws, draft

regulations or draft
“other enforceable
means” and other

relevant initiatives)

Sp

ecial Recommendation IV (Suspicious transactioreporting)
ll. Regarding DNFBP*

Recommendation

of The authorities should amend the AML Law to provifeecifically thaf

“i.e. part of Recommendation 12.
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the
report

IMF/Moneyval

DNFBPare required to report suspicious transactions wfids suspected to he

linked to or related to or to be used for the teism, terrorist acts, or by terrorig
organizations or those who finance terrorism, withéimiting the reporting tg
cases where potential terrorists have been desgghat

—F

,.

Measures reported &
of 4 December 2007 t

The new AML/CFT Law applies to all DNFBPs identdiein the FATF
Recommendations (Article 3).

implement the

Recommendations 0

the report

Measures taken to| The new AML/CFT Law (Article 3 paragraph 1) appliesall DNFBPs identified
implement the | in the FATF Recommendations.

Recommendation of

the Report since the
adoption of the first
progress report

The AML/CFT Law now in Article 1, point 17 defin@ssuspicious transaction

a transaction that gives rise to suspicion of lagiridg of proceeds from criminal

activity (money laundering) or of terrorist finang or an attempt thereof, or
any other criminal offence related thereto

The Article 30 sets out an obligation for all sugeof the law to report to FIU
without delay on every suspicious transaction @etB0, point 2 of paragraph 1).

It should be added that it is a general type ofiiregnent, which does not apply
terrorist lists because reporting on subjects famoh lists is made mandatg
under the Cabinet of Ministers Regulation No.10722December 2008 "On th
List of Indicators of Unusual Transactions and fmecedure according to whig
Reports on Unusual and Suspicious Transactions lshahade" (Paragraph 8.1
regarding all the subjects of the law — transactighere one of the parties is

person suspected of committing a terrorist act bparticipation therein and i$

included on the list of persons regarding which g has informed the subjec|
of the Law and their supervisory and control authes).
To ensure compliance there are two types of riggpdn possible terrorists.

(other) changes since

the first progress
report (e.g. draft
laws, draft

regulations or draft
“other enforceable
means” and other

relevant initiatives)

3.

Other Recommendations

In the last report the following FATF recommendatiovere rated as “partially compliant” (PC) or “non
compliant” NC (see also Appendix I). Please, speff each one which measures, if any, have been
taken to improve the situation and implement thggsstions for improvements contained in the

evaluation report.

Recommendation 6 (Politically exposed persons)

Rating: Partially compliant

Recommendation of Require, in law, regulation or other enforceableamsg, the bureaux de change and

the
report

IMF/Moneyval

the Latvian Post Office to put in place appropriatek management systems
determine whether a potential customer, an existingtomer or the beneficig
owner is a PEP; to take reasonable measures tdkstathe source of wealth arj
the source of the funds of customers ancefeilal owners identified as PEPs; ai
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to conduct enhanced ongoing monitoring on the i@heship with PEPs.

Measures taken to| Bank of Latvia as a supervisory authority for fgreicurrency exchange offices has
implement the | jssued "Recommendations to Capital Companies tfete HReceived a Licendge
Recommendation | |ssued by the Bank of Latvia for Purchasing andir@geiCash Foreign Currencigs
of the Report since| o peyeloping an Internal Control System for thention of Laundering th
;ir;gt adoptu;r:ogfrégs Proceeds from Criminal Activity (Money Launderingid of Terrorist Financing/|.
report This document took effect on June 1, 2009 and nowtains recommendations for

currency exchange offices concerning transactidtis politically exposed persons|
23. If, when identifying a customer in case of andwal or suspicious transaction,
it is determined that the customer or beneficialnewis a politically exposed
person, an employee of the capital company shiadi the following measures prior
to executing a transaction:
23.1 inform the responsible person of the capitampany on executing |a
transaction with a politically exposed person aedeive his/her consent to execute
the transaction;
23.2 take and document measures to determine tgim af the funds used in the
transaction of the politically exposed person
Recommendation of Require in law, regulation or other enforceable mgaall financial institutions to
the IMF/Moneyval| obtain senior management approval for establishinginess relationships with
report PEPs or continuing a relationship with a customar lmeneficial owner who
subsequently becomes a PEP.

[}

Measures taken to| In addition to the requirements of the AML/CFT LaArticle 25 the FCM
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implement the | Regulations on Enhanced Customer Due Diligenceyppéicable for PEPs as well.
Recommendation | According to the Law PEPs are subject to enhanesddiigence measures (see
of the Report since| Article 22).
the adoption of the

first progress
report
(other) changes

since the first
progress report
(e.g. draft laws,
draft regulations or
draft “other
enforceable means”
and other relevant
initiatives)
Recommendation of
the IMF/Moneyval
report

Recommendation 7 (Correspondent banking)

Rating: Non compliant

D

Recommendation of The blanket exemption for correspondent banks fo&€D countries under Articl

the IMF/Moneyval| 5! of the AML Law should be removed.
report

Measures taken to| No additional information at this point.
implement the
Recommendation
of the Report since
the adoption of the
first progress
report
Recommendation of Require, in law, regulation or other enforceableamg, that banks must obtajin
the IMF/Moneyval| senior management’s approval before establishing thew correspondent
report relationship.

Measures taken to| No additional information at this point.
implement the
Recommendation
of the Report since
the adoption of the
first progress
report
Recommendation of Enhance the current requirements for banks to gathdficient information td
the  IMF/Moneyval| ynderstand fully the nature of the respondent'srimss, to determine its reputation
o and the quality of supervision; to assess the adegand the effectiveness of the
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correspondent’s controls; and to document the reSpe AML/CFT responsibilitie
of each institution.

Measures taken to| No additional information at this point.
implement the
Recommendation

of the Report since
the adoption of the

first progress
report
(other) changes

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

Recommendation 8 (New technologies and non facefimze business)
Rating: Partially compliant

report

new and developing technologies.

Measures taken to
implement the
Recommendation

of the Report since
the adoption of the

No additional information at this point.

first progress
report
(other) changes

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

29

Recommendation of Require, in law, regulation or other enforceableamg, the financial institutions tp
the  IMF/Moneyval| have policies or take measures to address the iadditrisks that may arise from




Rating: Partially compliant

Recommendation  of Extend Article 20 paragraph '1of the AML Law on the monitoring

the  IMF/Moneyval| transactions to apply also to DNFBPs.
report

Measures taken to
implement the
Recommendation of
the Report since the
adoption of the first
progress report

The AML/CFT Law Article 20 provides the monitorimaf transactions and th
requirements apply also to DNFBPs.

(other) changes since
the first progress

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

Recommendation 16 (DNFBPSs)

Rating: Non Compliant

Recommendation  of Essential elements of internal controls relevanbtéFBPs should be spelled o
th‘e t MONEYVAL | in |aw, regulation, or other enforceable means
epor

4

Measures reported &
of 4 December 2007 ti

The minimum criteria for establishing internal aahtsystems defined in the la
apply to DNFBPs as well.

implement the

Recommendations @

the report

Measures taken to| Apart from the requirements of the AML/CFT Law r(flexample) State Revent
implement the | Service has issued in its Methodology regardingvéttgon of Laundering
Recommendation of

the Report since the
adoption of the first
progress report

Proceeds derived from Criminal Activity and Finarmgiof Terrorism, which
refers to Internal Control Systems.

Recommendation 0
the IMF/Moneyval
report

f A supervisory and control authority should be deatgd for each DNFBP secto
with authority to monitor and enforce compliancah’dML/CFT requirements
All DNFBPs subject to the AML Law should be subjextoversight for
compliance with AML/CFT requirements

4

Measures reported &
of 4 December 2007 ti

Article 44 of the AML/CFT Law designates supervis@nd control authoritie
for the subjects of the law and in Article 45 thaw. defines the monitorin

iF';”p'eme”t dat the| compliance with AML/CFT requirements as a duty &ach of the designate
ecommendations 9 aythority. Both articles include also DNFBPs.

the report

Measures taken to| No additional information at this point. Only théamge in numbering of th

implement the | relevant articles should be noted, namely Artice ef the AML/CFT Law

Recommendation of

the Report since the
adoption of the first
progress report

designates supervisory and control authorities affiéial and Capital Marke
Commission, Bank of Latvia, The State Revenue $erviatvian Council o
Sworn Advocates, Latvian Council of Sworn Notarikafvian Association o
Certified Auditors and others) for the subjectstiod law and in Article 46 th
Law defines the monitoring compliance with AML/CERw requirements as
duty for each of the designated authority.

Both articles include also DNFBPs

(other) changes since

the first progress
report (e.g. draft
laws, draft

regulations or draft
“other enforceable
means” and other

relevant initiatives)

Recommendation 21 (Special attention for higher ris countries)

Rating: Partially Compliant
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Recommendation
the IMF/ MONEYVAL
Report

0

f Require financial institutions that are not subject FCMC supervision to pa
special attention not only when the customer iggident of a country listed
FATF, but also to business relationships and tratisas with persons fron
countries, which do not or insufficiently apply th&TF standard.

,.

Measures reported &
of 4 December 2007 t
implement the
Recommendations 0
the report

The law requires that all the subjects of the lanwduicting CDD and defining th
scope and procedure of CDD consider also risk dhniaes from the country ¢
residence (registration) of a customer (Article daragraph 2).

Measures taken to
implement the
Recommendation of
the Report since the
adoption of the first

progress report

Bank of Latvia "Recommendations to Capital Companies that HaveeiRed a
Licence Issued by the Bank of Latvia for Purchasimgl Selling Cash Foreig
Currencies for Developing an Internal Control Systéor the Prevention o
Laundering the Proceeds from Criminal Activity (MaynLaundering) and o
Terrorist Financing" include consideration of cayntisk for customers of th
currency exchange offices in the following way:

12. The risk as to a customer's country of residgnegistration) shall be deeme

financing when executing a transaction with a comto from a country whos
economical, social, legal or political conditionarc facilitate its involvement i
money laundering and terrorist financing.

13. The following country or territory shall be deed a high-risk customer,
country of residence (registration):

13.1 the one included in the list of low-tax ang-teee countries and territorie
approved by the Cabinet of Ministers of the ReputdliLatvia;

13.2 the one being imposed financial or civil regions by the United Nations ¢
the European Union;

13.3 the one included in the list of countries patticipating in the Financial
Action Task Force or which has been announced bystid organization as
country or a territory which lacks laws and regudais to prevent mone
laundering or terrorist financing or in which thesmws and regulations contai
material deficiencies thus not complying with thieinational requirements.
State Revenue Servicén its Methodology regarding Prevention of Launa@r
Proceeds derived from Criminal Activity and Finargiof Terrorism, addresse
this issue in Chapter 6.3. In this chapter is dtdtet the Subject of the La
performing CDD, special attention pay to the tratisas, where persons fro
third countries are involved. A special attentiamowd be focused on thir
countries and territories where according to theerimational organization
resolutions it does not have sufficient regulatorgvisions for combating mone
laundering or terrorist financing or which refusitegco-operate with internation
organizations in this respect.

FCMC Regulations on Enhanced Customer Due Diligencecplee financial
institutions to which they apply to determine tingial risk associated with th
customer when establishing business relationshimdsessing the several ri
categories including country risk (point 8.1.). fhermore it is stated in the poi
13 of the Regulations that

13. A country or a territory shall be considered having a high custome
residence (registration) country risk where:
13.1. it has been included in the list of low tatax free countries and territorie
as approved by the Cabinet of Ministers;
13.2. the United Nations Organisation or the EurmpdJnion has establishe

a risk that a capital company could be involvedrianey laundering and terrorig
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financial or civil legal restrictions in respect if
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13.3. it has been included in the list of non—cwoatieg countries of the Financig
Action Task Force or that body has published aestent to the effect that t
respective country or territory does not have regoily provisions for combatin
money laundering or terrorist financing or such pigions fail to comply with
international requirements due to material defides. The Financial an
Capital Market Commission shall notify financiakiitutions of such countrie
and territories

|
ne

n L= - Q

Recommendation 0
the IMF/Moneyval
report

f Establish a mechanism that would enable the Latvdahorities to apply

counter-measures to countries that do not applynsufficiently apply the FATF

recommendations.

4

Measures reported &
of 4 December 2007 ti
implement the
Recommendations O
the report

03.04.2007 the Cabinet of Ministers of Latvia isbtiee Regulation # 233 On tk

Charter of the Finance Sector Development Counitie Council is chaired b

the Prime Minister and among the functions and staskthe Council are th

following:

1) Fostering of cooperation with foreign public gird/ate institutions (Art. 2.5);

2) Evaluation of the possibility of ML and TF risksi{A3.2);

3) Elaboration of working plans (3.3)

4) Other powers which specifically focus on the draftiof normative acts, th
coordination of the cooperation of state and pe\s#ctors.

Moreover, the Anti-corruption Bureau and the FIWéagroduced a commqg

Informative Report on the Amelioration of the legagulation of the activities d

subjects registered in offshore, no tax or low taxintries and territories. Th

conclusions of the Paper provide 5 specific measuhat could be taker

including specific amendments to several normadists.

ne
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n
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Measures taken to
implement the
Recommendation  of
the Report since the
adoption of the first

progress report

In addition to the information provided in th& Rrogress report it should be noted

that the Law On Applying International OrganisatioSanctions in the Republ
of Latvia (in force since 01.01.2007.) sets fottle procedure for implementin
Internationally imposed sanctions. In accordandd Wie procedure Ministry @
Foreign Affairs informs Cabinet of Ministers on émationally imposed
sanctions, their prolongation dates, changes apuyexCabinet of Ministers in it

ic

g
f
)

turn issues regulations on such sanctions, thellopgation dates, changes and

expiry and at the same time sets forth the measimespplication of suck
sanctions in Latvia.

As regards financial sanction application FCMChis tesponsible authority an
in practise usually informs financial and capitabhrket participants on th
imposed international financial sanctions and aviso apply enhanced d
diligence for such transactions.

(other) changes since

the first progress
report (e.g. draft
laws, draft

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

Recommendation 22 (Foreign branches and subsidiagg

Rating: Partially com

pliant

Recommendation 0
the IMF/ MONEYVAL
Report

f The authorities should expand the scope of the ectirrequirements an
introduce, in law or regulation, obligations fon&ncial institutions to ensure th

their foreign branches and subsidiaries pay pataclattention to ensuring tha

At

—
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AML/CFT measures applied are consistent with thiviaa law in countries th
do not or insufficiently apply the FATF Recommeiuttest and in cases where t
AML/CFT minimum standard differs.

e

Measures taken to
implement the
Recommendation of
the Report since the
adoption of the first
progress report

No additional information at this point.

Recommendation 0
the IMF/Moneyval
report

f The authorities should expand the scope of the ectirrequirements an
introduce, in law or regulation, obligations foméincial institutions to inform
their Latvian supervisor when a foreign branch absidiary is unable to obsery

Measures taken to
implement the
Recommendation of
the Report since the
adoption of the first
progress report

appropriate AML/CFT measures in the host country.

No additional information at this point.

e

= QW0

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

relevant initiatives)

Recommendation 24 (DNFBPs — regulation, supervisicemd monitoring)

Rating: Partially com

pliant

Recommendation 0
the IMF/MONEYVAL
Report

The arrangements for oversight of DNFBPs shouldrdstructured to provide

effective systems for monitoring and ensuring tleeimpliance with AML/CF]
requirements. A supervisory and control authoritpwld be designated for eag
DNFBP sector. All DNFBPs subject to the AML Law wdbobe subject tg

oversight for compliance with AML/CFT requirements.

34



licensed by the Bank of Latvia for selling and phasing of foreign cash currency
(Bank of Latvia), organizers of lottery and gambliiLotteries and Gambling
Supervisory Inspection), individuals and legal tdi trading precious metals,

precious stones and jewellery and providing intetiat@n for such trading (Stat

Assay Supervisory Inspection), individuals and legyatities trading art culturgl

valued goods and providing intermediation for sudtading (Public
Administration of Cultural Heritage).
The subjects of the law not mentioned before ardgrotbed and supervised b

State Revenue Office (tax advisors, external adeamis, independent legal
service providers when representing their cliemtariy deal or advising to plan or
execute a deal, or accepting a deal on behalfedf thients (in relation to buying

or selling real property, legal entity, managingemi's money, financid

instruments, or other assets, opening or manadjigpas of accounts in credit or

financial institutions, investments necessary fataklishing, managing @

conducting legal entities, establishment, managéneenconducting of such

entities), company registering service provideeyspns acting as intermediari

in real property deals, other individuals and legy#tities trading real property and

vehicles, as well as intermediation in the mentibdeals and service providin
when deal is made in cash amount and on the datansfaction is equal or abo
EUR 15,000 in lats or any other currency accordinthe exchange rate stated
the Bank of Latvia for the date of the deal, natsianding whether the deal
made as one or several mutually connected deatielgM4, paragraph 2).

Measures taken to
implement the
Recommendation of
the Report since the
adoption of the first
progress report

Supervisory and control authorities are designdigdthe Article 45 of the
AML/CFT Law and include also all DNFBPs, as follaws

Sworn advocates (Latvian Council of Sworn Advocatesorn notaries (Latvia
Council of Sworn Notaries), certified auditors (kian Association of Certifie(
Auditors), Latvian Post Office (Ministry of Trangp companies that have be
licensed by the Bank of Latvia for selling and ghasing of foreign cash curren
(Bank of Latvia), organizers of lottery and gamblifLotteries and Gamblin
Supervisory Inspection), individuals and legal tdi trading precious metal
precious stones and jewellery and providing inteliat@n for such trading (Staf
Assay Supervision Inspectorate), individuals anlentities trading art culturg
valued goods and providing intermediation for strefding (State Inspection fg
Heritage Protection).
The subjects of the law not mentioned before argrotbed and supervised [
State Revenue Office (tax advisors, external ademis, independent leg
service providers when representing their cliemtariy deal or advising to plan
execute a deal, or accepting a deal on behalfedf tients (in relation to buyin
or selling real property, legal entity, managingef's money, financidg
instruments, or other assets, opening or manadjimgpas of accounts in credit ¢
financial institutions, investments necessary fataklishing, managing ¢
conducting legal entities, establishment, managénoenconducting of suc
entities), company registering service provideesspns acting as intermediari
in real property deals, other individuals and legygities trading real property af
vehicles, as well as intermediation in the mentibdeals and service providin
when deal is made in cash amount and on the datansfaction is equal or abo
EUR 15,000 in lats or any other currency accordinthe exchange rate stated
the Bank of Latvia for the date of the deal, ndtsianding whether the deal
made as one or several mutually connected deadlelgM5, paragraph 2).
Duties of the mentioned supervisory and controharities are stipulated by th
art.46 of AML/CFT Law .
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Recommendation 0
the IMF/Moneyval
report

f Agencies assigned oversight responsibility shoaleehadequate legal authorit
resources and capacity to monitor and enforce canpe with AML/CFT
requirements.

Measures reported &
of 4 December 2007 t
implement the
Recommendations 0
the report

In 2007 a draft Law On the Prevention of launderifigProceeds derived fror
Criminal Activity and the Financing of Terrorism svgrepared to meet tk
requirements of the EU"3Directive. Section 8 of the Law lists the rightsdz

draft Law specifically include information on thending necessary to ensu
supervision. E.g., concerning the State Revenugiceeand its duty to supervis
the non-financial sector a concrete number of staff funding required has be
indicated for the coming years. To ensure trainiigcontrol and supervisor
authorities by the FIU 3 new staff positions haweer allotted to the FIU
(including the funding for salaries, working place®d equipment for the 3 ne
staff members).

Measures taken to
implement the
Recommendation of
the Report since the
adoption of the first

progress report

The chapter VIII of AML/CFT Law stipulates Rightacduties of a Supervisof
and Control Authority. Article 45 of the AML/CFT kadesignates superviso
(Financial and Capital Market Commission, Bank afJia, The State Revent

Latvian Council of Sworn Notaries, Latvian Assoatof Certified Auditors) for

monitoring compliance with AML/CFT Law requiremerds a duty for each ¢
the designated authority and Article 47 defines rilgats of a supervisory an
control authority.

The provisions of AML/CFT Law (Article. 46, paragta 1, point 8) stipulate
supervisory and control authorities every year l®priary 1, to compile an

measures taken in the previous year in respedteoftipervision and control
the persons subject to this AML/CFT Law. At the ibeghg of year 2009
(05.03.2009) FIU reported to the Advisory Boardstlstatistical informatior
(number of subjects of law, cooperation with auded foreign institutiong
internal control systems, trainings, inspectiorancsions) as it is required [
AML/CFT Law (Article. 59 point 1).
AML sanctions imposed by these authorities axermgiby table Administrative
Sanctions in statistical part of this report.

responsibilities of supervisory and control auttiesi The annotations of the sai

Service and others) and control authorities (Lat@muncil of Sworn Advocates

the subjects of the law and in Article 46 the AMET Law defines the

submit to the Financial Intelligence Unit the sftal information on the
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Recommendation 0
the IMF/Moneyval
report

fThe assessors recommended the selection of a goeetal agency
appropriately authorized and adequately resourced, act as the defau
supervisor to ensure AML/CFT compliance by thoseFBIRs that are no
effectively supervised by some other governmegih@y or SRO. This includs
lawyers who are not sworn advocates, independenbwadants who are ng
sworn auditors, tax advisors, antique dealers, sjzort dealers, and real estal
agents.
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Measures reported &
of 4 December 2007 ti
implement the
Recommendations O
the report

Article 44, paragraph 2 defines that all the sulsjeaf the Law that are ng
supervised and controlled by other governmentaseadi-regulatory institutions
are supervised by State Revenue office.

Dt
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Measures taken to
implement the
Recommendation of

the Report since the
adoption of the first
progress report

Article 45, paragraph 2 defines that The State Re@eService shall supervise t
following persons subject to this Law:

1) tax advisors, external accountants;

2) independent legal professionals when they atttamame of their customers
assist in the planning or execution of a transactito participate in an
transaction or to perform other professional agtivelated to transactions
confirm a transaction for the benefit of the custonand the transaction is:

a) buying or selling real estate, an enterprise;

b) managing a customer’s money, financial instrusmend other funds;

¢) opening or managing all kinds of accounts witkd institutions or financig
institutions;
d) creating, managing or ensuring the operatiotegél arrangements, makir
investments necessary for creating, managing anrigngsthe operation of lega
arrangements;

3) legal arrangement and company service providers;

4) persons acting in the capacity of agents ornméeliaries in real estate
transactions;

5) other legal or natural persons trading in rethte, transport vehicles and ot
articles, acting as intermediaries in such tramsastor providing services i
relation to such transactions, where the paymentade in cash in lats or oth
currency and the amount, at the exchange rateyst#iebBank of Latvia on th
transaction day, is equivalent to 15 000 euros oremmwhether the transaction
made as a single operation or several linked oipesatWhere the transaction
made in a foreign currency whose official excharage is not set by the Bank
Latvia, the exchange rate that is published orfitkebusiness day of the curre
week in the information source indicated by the IBahLatvia shall be used fqg
the calculation.

Recommendation 0
the IMF/Moneyval
report

f The powers, duties and functions of the superviaady control authority shoul
be set out in the AML Law or in the relevant lawdach DNFBP.

Measures reported &
of 4 December 2007 t
implement the
Recommendations 0
the report

Article 46 in its turn defines powers for the supsory authorities.

Measures taken to
implement the
Recommendation  of
the Report since the
adoption of the first

progress report

The numbering of articles mentioned in thgptogress report has been change
Article 46 and 47 accordingly. In accordance with Article 46 (paragraph 1) a
supervisory and control authority shall have tHe¥ang duties:

1) to list and register the persons subject to thasv to be supervised;

2) to train the employees of the persons subjettitoLaw under its supervisig
and control in respect of the prevention of moreyntlering and of terroris
financing;

3) in accordance with the established methodoloty, perform regular
inspections to assess the fulfilment by the perswigect to this law of th
requirements of this AML/CFT Law, take a decisionptepare an inspectio
statement and apply sanctions where violationsdatected;

4) to report to the Financial Intelligence Unit isual and suspicious transactio
uncovered during inspections that had not been mepoto the Financial
Intelligence Unit by the person subject to this AGET Law;

5) on request of the Financial Intelligence Unit,drovide it with methodologica

Article 45 defines AML/CFT duties and functions feupervisory authorities.
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assistance for fulfilling the functions assignedttioy this AML/CFT Law;,
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6) to apply or urge other competent authoritiesafiply the sanctions, as set @
in other regulatory provisions, for the violatiofi uch provisions and control th
measures taken to remedy the violations;

7) on its own initiative or on request, to exchariglormation with foreign
institutions whose responsibilities are in essertbe same, ensuring da
confidentiality and their application only for muatly agreed purposes;

8) every year by February 1, to compile and sulimthe Financial Intelligence

Unit the statistical information on the measureketa in the previous year i
respect of the supervision and control of the pesssubject to this AML/CF
Law;

9) to take the necessary administrative, techréeal organisational measures
ensure that the information obtained while fulfifi the requirements of this La
is protected, prevent unauthorised access to inftion or unauthorised
amending, disseminating or destroying of informatidhe manager of th
supervisory and control authority shall establishet procedure whereb
information is registered, processed, stored anstrdged. The supervisory ar
control authority shall keep information for at Edive years;

10) to exchange information with the supervisoryg aontrol authorities of othe
countries that perform equivalent functions to takeasures for reducing th
possibility of money laundering and terrorist firzamg.
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(other) changes since

the first progress
report (e.g. draft
laws, draft

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

In accordance with the Paragraph 2 of Article 46 ltlatvian Council of Sworr
Notaries, the Latvian Council of Sworn Advocated #me Latvian Association @
Certified Auditors shall exercise supervision awdtool for the fulfilment of the
requirements of this AML/CFT Law pursuant to theogedure set out in th
regulatory provisions governing their activitiefi€Be organisations shall have

following duties:

1) to develop the procedure whereby a set of meassrdeveloped in respect
the persons subject to this Law for ensuring coamglée with the requirements

this AML/CFT Law;

2) to ensure training for the employees of the @esssubject to this law under i
supervision and control in respect of the prevantof money laundering an
terrorist financing;

3) to apply or urge other competent authoritiesagaply the sanctions for th
violation of the requirements of AML/CFT Law.

In accordance with Article 47 a supervisory andiadrauthority shall have the
following rights:
1) to visit the premises that belong to or are usethlypersons subject to this Iz

under its supervision or control and are connectsidh their economic or

professional activities and carry out inspectionere;

2) to request that the persons subject to this Liader its supervision or contrg
submit information related to the fulfilment of thequirements of this law
request to produce original documents, review amd ¢ppies or duplicate
thereof, get relevant explanations and perform\étiis to prevent or reduce th
possibility of money laundering or terrorist finang;

3) to prepare statements evidencing the violatiohshe requirements of th
AML/CFT Law and the facts related thereto;

4) to establish the deadline by which the persaigest to this law shall remeqg
the detected violations of the requirements of ltlaie and control the fulfilmen
of the remedial measures;

5) to publish statistical information on the viatais of the requirements of th
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AML/CFT Law and sanctions applied;

6) to request that public and derived public persostitutions submit any

information available to them for the fulfilmenttbe responsibilities as set out
this Law;

7) to issue proposals to the persons subject ® thiw for the fulfilment of thei
responsibilities as set out in this AML/CFT Law.

The Financial and Capital Market Commission sbalentitled to issue regulato
provisions for the supervision and control of thevention of money launderin
and terrorist financing and establish binding reemients for credit institutions ar
financial institutions, excluding capital companit®t engage in buying ar
selling cash foreign currency (currency exchande),the fulfilment of their
responsibilities set out in this AML/CFT Law in pest of the establishment of
internal control system, of the identification dfet beneficial owner and ¢
assuring that the person indicated as the benefiaiaer is the beneficial owner

respect of the customer, of the supervision of tia@sactions made by the

customer and of knowing the customer's economigict

the IMF/Moneyval
report

Measures taken to
implement the
Recommendation of
the Report since the
adoption of the first
progress report

Recommendation  of Where applicable, the law(s) should override caetighlity provisions to allow

supervisory and control authorities to monitor aedforce compliance wit

in

=

-

AML/CFT requirements

Article 45, paragraph 1, points 8, 10, 11 shoulddazs as Article 46, paragraph
points 7-10. Article 46 should be read as Articfe @ontent has been preserveg
it was.
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(other) changes since

the first progress
report (e.g. draft
laws, draft

regulations or draft
“other enforceable
means” and other

relevant initiatives)

Recommendation 25 (Guidelines and feedback)

Rating: Partially com

pliant

Recommendation 0
the MONEYVAL
Report

f Issue regulations or guidelines appropriate to ttetegories of DNFBP undeg
legal authority sufficient to qualify as enforcealpheans.

=

Measures reported &
of 4 December 2007 t

In accordance with the article 45, point 3 of paapt 1 one of the duties of t
supervisory and control authorities is to creatgulaions for AML/CFT
supervising and control, binding the subjects oé tlaw to observe th
requirements of the law. So now the regulatiord gumdelines issued by the
institutions may qualify as enforceable means.

ne

D

UJ

implement the
Recommendations O
the report

Measures taken to
implement the
Recommendation of

the Report since the
adoption of the first
progress report

Article 45 should be read as Article 46 now. In@dance with the Article 46
paragraph 2 of AML/CFT Law the Latvian Council ofv@n Notaries, the
Latvian Council of Sworn Advocates and the Latviassociation of Certified
Auditors shall exercise supervision and control fibe fulfilment of the
requirements of this AML/CFT Law pursuant to theogedure set out in th
regulatory provisions governing their activitiefiebe organisations shall have
following duties:

1) to develop the procedure whereby a set of measardeveloped in respect
the persons subject to this law for ensuring coamge with the requirements
this AML/CFT Law;

2) to ensure training for the employees of the @esssubject to this law under i
supervision and control in respect of the prevantof money laundering an
terrorist financing;
3) to apply or urge other competent authoritiesafiply the sanctions, as set @
in other regulatory provisions, for the violatiorf ¢he requirements of thi
AML/CFT Law.

State Revenue Service adopted its Methodologicétnah regarding Preventio
of Laundering Proceeds derived from Criminal Adtiviand Financing o
Terrorism and its application to the subjects & lw, which are supervised |
State Revenue Service.

So now the regulations issued by these institutimay qualify as enforceab
means

the
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(other) changes since

the first progress
report (e.g. draft
laws, draft

regulations or draft
“other enforceable
means” and other

relevant initiatives)
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Recommendation 33 (Legal Persons)

Rating: Non compliant

Recommendation  of The authorities should amend the law to:

the MONEYVAL
Report

Measures taken to
implement the
Recommendation of
the Report since the
adoption of the first
progress report

» ensure that information on the ownership of allfeeahares is available

Since the first progress report Latvia has ame@tddregulation and the changes
have made a positive impact to availability of imi@tion on the ownership of
bearer shares. First of all, important amendmeate fbeen made in the part 2|of
Article 229 of the CoL providing that the beareasts may be issued only |in
dematerialised form_(paper form is prohibjte8upplementary part 1 of Article
236 * provides that management body of the company tdiesction ensurin
that the bearer shares are entered in the Latvéanr& Depositary according to
the Financial Instrument Market Law regulation. @halder is allowed t
transfer shares registered in the Latvian Centegdditary to own account of the
financial instrument. Article 236 of the CoL provides that the company or the
public authority has right to request informatiororh the Latvian Central
Depositary about the bearer shares holders acegptdithe procedure stipulated
in the Financial Instrument Market Law. It meanstthaccording to th
information provided by the Latvian Central Deposijtit is possible to identi
the persons who have opened financial instrumesduads. Supplementary for|a
statistical information Latvia points at the fabiat till now in the Enterpris
Register have been registered about 278 publi¢ddrliability companies (share
companies) and only 42 of them are companies whéele issued bearer shares.
Taking into account previously mentioned CoL ameedts Latvia has fulfille
the recommendation in the way to ensure that tfegriration on the ownership of
all bearer shares is available.
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(other) changes since

the first progress
report (e.g. draft
laws, draft

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

In context with the previously given informationtie sees no need to consid
other manageable arrangements since the requesmadmendation is fulfilled.

Recommendation 0
the IMF/Moneyval
report

f The authorities should amend the law to:
require that all legal persons collect and keeporiniation on beneficial
ownership and control and ensure that adequate,uite, and timely
information on the beneficial ownership and conwbla legal person can b
obtained by the competent authorities.

,.

Measures reported &
of 4 December 2007 t
implement the
Recommendations 0
the report

Part five of Article 6 and Part two of Article 8 tie Group of Companies La|
provides for the obligation of the participant talicate the true beneficiary to ti
capital company; the capital company, on its gaag the obligation to hand th
information over to the Enterprise Register.

The Enterprise Register has not encountered a afabeing informed about

stock company shareholder acting on behalf of aroiperson — the tru
beneficiary. Moreover, the implementation of thigldagislative provision, whick
would impose the obligation to register in the ktawompany register o
stockholders or in any other public register als® true beneficiary of the stoc
does not guarantee the conditions of the propesopebeing indicated. In the C
criminal liability is provided for such criminal fehces as docume
counterfeiting and different fraudulent actions.

Measures taken to
implement the
Recommendation of
the Report since the
adoption of the first

progress report

To fulfil the requested recommendation Latvia hasppred CoL amendment
which are submitted to the Cabinet of Ministers &mproval. After then Col
amendments will be submitted to the Parliamengfiproval in the nearest futur
As soon as the amendments will be adopted (platimed— the beginning of th
year 2010), requested action will be taken accgldito the below mentione
provisions of law.

(other) changes since

the first progress
report (e.g. draft
laws, draft

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

Latvia has prepared CoL amendments, which incluaeeticial owner definition
in a capital company and this definition corresmonad the general benefici
owner definition in the Anti Money Laundering anih&ncing of Terrorism Law
(see the section “Questions related to the Thineeddive (2005/60/EC) and th
Implementation Directive (2006/70/EG) Beneficial owners). As a benefici
owner in a capital company will be considered aurstperson — membe
(shareholder) of the company. This statement isfi with an argument thg
according to the existing commercial law system p@hension the membs
(shareholder) is the person who receives econoraiedlfinancial benefit fron
the company and has the rights to directly affleetdecision taking process of t
company. So it means that the member (shareho&idr® true beneficial owner.
Latvia also points at very substantial changes #natplaned with the prepar¢
CoL amendments. According to the part 5 of Artiélef the existing Group 0
Companies Law regulation a person who holds pattarés) in his or her nan
but for the benefit of another person, shall begell to indicate the person f
whose benefit the parts (shares) are held Remhik:abligation applies onl
when the membership in the company increases anidines over the regulatg
level in the Group of Companies Law (starting peirt0% of the membership
the company). But the prepared CoL amendments pritlvide the samq
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information submission obligation no only in theseawhen the group ¢
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companies has been formed but in every single waga the person who holg
shares in his or her name but for the benefit ottzar person. This third persq
also may be able to indirectly make an influencthtodecision taking part in th
processes of the company. Therefore this thirdgmecould be considered ag
beneficial owner as well and Latvia holds a viewattt is important to set out g
obligation to collect information about it.

As regards the information availability obligatiorthe information about th
member of a private limited liability company iiaded in the list of member
which must be submitted to the Enterprise Regesteris publicly available. Thi
information is also available for the members, merstof the board of directo
and of the council, the auditor, and for the corapetstate authorities. Th
information about the shareholder of a public laditliability company is als
included in the list of shareholders and accordmghe part 1 of Article 236 g
the CoL shareholders, members of the board of tire@nd of the council, th
auditor, and competent state authorities haveitfe to become acquainted wi
the register of stockholders.

As regards the information about the person whddphrts (shares) in his or h
name but for the benefit of another person, acogrth planned CoL amendmern
company has an obligation to preserve this infoignatMembers (shareholder,
of the company, members of the administration baard the council and th
competent public authorities will exercise the tgylo get acquainted with th
information. This kind of regulation is very imparit as it ensures the informati
availability of all beneficial ownership of the cpany.

In additional Latvia points that the CoL amendmeailtso ensure obligation ¢
every member (shareholder) who is a legal persqgordawide the company wit
the information about its members. In this casehtsgof the member
(shareholders) of the company are observed, menobéinge administration boar|

with this information.

After then CoL amendments will be submitted to Beliament for approval i
the nearest future.

Prepared CoL amendments are submitted to the Qadfihinisters for approval,
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and the council, and the competent public autlesritiave rights to get acquainted

-

Recommendation  of« Require a competent authority to verify the idgntit the persons owning ¢
the : IMF/Moneyval controlling the legal persons or arrangements segkegistration.
repor

The authorities should amend the law to:

Dr

,.

Measures reported &
of 4 December 2007 t
implement the
Recommendations 0
the report

The Group of Companies Law lays down a demand ¢wige information on
stockholders whose participation in the commerc@hpany starts from 10 p¢
cent of the stock. The Group of Companies Law mhesithat commercia

requirement is rather seldom observed. In mostsctse Enterprise Register h
no information on individual stock company stocklek who own at least 10 p|
cent of the capital. Thus this information is urikalzde also to third parties.

Several solutions are being considered to eliminbi® problem. One of th
solutions discussed is transferring the provisiohsotifying about participatior
from the Group of Companies Law to the Commerciaw]l about the

Commercial Law would include both the requirementisclose the holders ¢

companies are obliged to disclose both the nompaaficipants (stockholders
who own at least 10 per cent of the stock and tteah participants (if the
nominal participants act on behalf some other pgrsget in practice this

requirements of which users of law are rather waformed. Thus the

=8

the biggest shares and the requirement to notifyaihe true beneficiaries.
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In order to carry out more effectively the obligeis set out in laws an
regulations, proper sanctions are provided forases of non-compliance wi

these obligations. Currently Article 18®f the Administrative Violations Code of

Latvia provides for general administrative respbitisy for not submitting

information to the Enterprise Register. However tEnterprise Register has

difficulty in controlling the compliance with ther@up of Companies Law an

finding out about the possible violations of corapie with the said law.
Therefore a requirement could be provided for en@ommercial Law to indicate
L

in the minutes of plenary meetings of stockholdemsry stockholder present wi
represents at least 10 per cent of the voting g@ajpital. This information woulg

)
enable the Enterprise Register to maintain a cedantrol over the compliange
s

with the requirements of the Group of Companies .Lavease such stockholder

names appear in the minutes on which no previotifaation has been provided,

it would give ground for drawing up an administvativiolation report. In
addition, this would provide a reason for suspegdnegistration, as th

documents submitted would be inconsistent with dbeuments present in the

registration file.

The drafting of a new law, “On Groups of Companjds”’planned in Latvia in

2008.

Measures taken to
implement the
Recommendation of

the Report since the
adoption of the first
progress report

Ensuring the requested recommendation there is el ne make comple
manageable arrangements. Latvia is working on tbe draft of the Col
amendments (including the Group of Companies Layulegion), which will be
submitted to the Parliament for the approval infiret quarter of the year 201
Necessary CoL amendments are submitted to the Ealwh Ministers for
approval. After then CoL amendments will be subsditto the Parliament fg
approval in the nearest future.

(other) changes sincg

the first progress
report (e.g. draft
laws, draft

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

Latvia has drawn up a policy planning paper “Effesriess improvement of th
Group of Companies law regulation”. This policyrmpiing paper is considered
a legal ground for the further work on the drafteohew law “On Groups @
Companies” because it identifies the main problemiich causes lov

effectiveness of the existing Groups of Companiass ltegulation: ineffective

administrative mechanism for the reporting systdroua the enlargement or tk
reduction of the membership in the company. Theirgabof Ministers hag
approved the needed solution — to include the GrotipCompanies Law
regulation in the CoL regulation. The work at tlrvndraft of the CoL regulatio
has been starting.

In addition, Latvia points at the prepared CoL admeents which includg
obligations to submit information in the registosti process as regards t

foundation of a company in the case when foundirgmber (shareholder

acquires parts (shares) in his or her name buhtbenefit of another person.
this case Enterprise Register shall be providedi wie relevant information. |
the situation when the founding member (sharehpldex legal person, Enterpri
Register shall be provided with the information atbits members.
Ensuring a safe commercial environment, EntergRisgister according to part
of Article 14 of the Law on Enterprise RegisteiR&public of Latvia has a duty 1
check the submitted information regarding followagpects:

a) the registration jurisdiction is observed,;

b) there are submitted all the necessary documentatinch is a lega
ground to make an entry in the commercial register;
the submitted documentation, which is legal grotmdnake an entry i
the commercial register, has a legal power anddd®imentation forn

c)

=
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corresponds to the law obligations and the infoimmatincluded in the
documents, corresponds to the law obligations;
there are no legal barrier to the registration.

Recommendation o]
the IMF/MONEYVAL
report

f The authorities should amend the law to:
* Enhance powers to investigate and monitor compéamith these

Measures taken to
implement the
Recommendation of
the Report since the
adoption of the first
progress report

requirements.

Latvia considers that taking into account the infation provided in 2007 th
recommendation is fulfilled.

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

45

QO —h



Rating: Partially compliant

Recommendation o
the IMF/MONEYVAL
Report refused rather than leaving it to the discretiortled competent authority.




Measures taken to
implement the
Recommendation of

the Report since the
adoption of the first
progress report

There is additional amendment elaborated into Wrtie80 of the CPL, whicl
provides to replace the possibility to reject theeaition of the request fg
execution of the judgment with the obligation, ngmeord “may refuse” is
replaces with word “refuses”. The amendment ioiad since June 29, 2008.

Additionally Latvia implemented the Council Framew®ecision 2006/783/JHA

on the application of the principle of mutual resitign to confiscation orders ar
amendments to the CPL are taken force on June Q@9.2CPL 17.Chapte

“Recognition and Fulfilment of the Criminal Judgnerof Another State” is$

supplemented with corresponding articles.
The amendments provide detailed procedure for exgcuand request O

confiscation of property. The cooperation with otMember States, as provided
with several other Framework decisions, is basedhencertificate, or uniform

form, which replaced the free-form request.
Taking into account previously mentioned CPL ameewhs Latvia has fulfilleg
the recommendation.

=

=

=

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

Additionally, the draft Criminal Procedure Law imephtenting the Warsa

grounds for refusal, namely, * the execution of tequest is likely to prejudi
the sovereignty, security, order public or othesemsial interests of the reques
Party; * the importance of the case to which thrguest relates does not justify t
taking of the action sought; * decision taken isexttia.

Convention (Article 28) provide to supplement Aic/80 with 3 additionil:3
c
ed

v

he

Recommendation
the IMF/MONEYVAL
report

0

f Expand confiscation provision to include the car#tson of all proceeds of crim

(including benefits, property indirectly derivedcktintended instrumentalitig
and terrorist property and include provision to @l for identification of
proceeds for confiscation and to allow executiofoodign requests therefore.
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Measures taken to
implement the
Recommendation of
the Report since the
adoption of the first
progress report

The amendments to the Criminal Procedure Law ireroitd implement the
Framework Decision on Confiscation of Crime-Relate®roceeds
Instrumentalities and Property (2005/212/JHA) aréorce from June 29, 2008.
Additionally, there are several amendments madeearCPL, which took force o
July 1, 2009.

e There is amendment to Article 240 part 3 the teahigy was specified|,
namely, “criminally obtained valuable, materials’en® replaced with
“proceeds”, which makes clear what property is smatted;

» At the same time there is another amendment irclar40 part 1, with
additional subparagraph 6, which provides that rease which were
planned to use or used to commit the offence, idistated. In addition
240 is supplemented with part 3, which providest ttiaoffence is
committed with a tool, which is owned by other pexsit is possible to
confiscate other property of the suspect or accosdd collect financia
resources with value of the tool.

* The Article 355, part 1 before the amendment pamprdvided that
property shall be recognised as criminally acquireduch property ha
come into the property or possession of a persanrasult of a criminal
offence. The amendment specified that property cioeethe property or
possession of a persdirectly or indirectly ;

* There is an amendment to Article 356 “Recognitidn Rooperty as
Criminally Acquired”. Article 356, part 1 providdhat property may b
recognised as criminally acquired by a court adjatibn that has entered
into effect, or by a decision of a public prosecutegarding thg
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termination of criminal proceedings. Before the adment during pret

trial criminal proceedings, property was also retisgd as criminally
acquired by a decision of a district (city) countaccordance with th
procedures specified in Chapter 59 of this Lawthé owner or lawfu
possessor of the property is unknowand a person directing th
proceedings has sufficient evidence that does matse any doub
regarding the criminal origins of the property (tbennection of the
property with a criminal offence). The amendmemvates to exclude th
reference to the owner or lawful possessor, whialrawed down thg
applicability of Chapter 59.

There is an addition to Article 358 “ConfiscatiohQriminally Acquired
Property” part 2, which provides that if an accudeds not have proper
that may be subjected to the confiscation refetoeth Paragraph two @
this Section, the following may be confiscated pineperty of the spous
of the accused person, if separate ownership gbrihyerty of the spouse
was not specified during a term of the one yeaoreethe commenceme
of the criminal offence.

There is additional amendment elaborated into Krtit80 of the CPL, whicl
provides to replace the possibility to reject theeation of the request fg
execution of the judgment with the obligation, ndmeork “may refuse” is
replaces with word “refuses”. The amendment ionad since June 29, 2008.
Due to implementation of the Framework decision i@auFramework Decisior
2006/783/JHA on the application of the principle wiutual recognition tg
confiscation orders Article 785 “Determination afConfiscation of Property t
be Executed in Latvia” was amended, hamely prowisio the sharing of propert
was elaborated into different Article, but Artick85 was supplemented wi
regulation, when Latvia receive several requestefecution of confiscation, i
cases when several requests received for the pyopeone person and there

not enough of property, as well as several requestsved for specific property.

It is provided that in such cases it should benakéo account the weight of t
offence, the time of arrest, as well as sequentieeofequests.
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(other) changes since

the first progress
report (e.g. draft
laws, draft

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

In May, 2005 Latvia signed Council of Europe Corti@m on Laundering
Search, Seizure and Confiscation of the Proceeds f€Crime and on th
Financing of Terrorism. On August 11, 2009 the @abiof Ministers adopted
draft laws, which were elaborated with the goab® able to ratify the aboy
mentioned Convention.

One of the draft laws is “Amendments to Criminabéadure Law”. Right now
the draft laws are evaluated by Latvian Parliament.

@ O1 D

Recommendation
the IMF/MONEYVAL

0

f A mechanism for the establishment of an assetitiamdefund and for the sharin

of confiscated assets should be considered.

report

Measures reported &
of 4 December 2007 t
implement the
Recommendations ¢
the report

In Latvia, there is no specific asset forfeituradutand mechanism for the sharing

of confiscated assets. According to Part threertitié 785 of the CPL, in Latvi
a foreign state may submit a request for the issuahthe confiscated property
part of such property. The question of returnirapafiscated property to a foreig
state in each particular case is decided by thepetent authority (the Ministry g
Justice).

“Article 785. Determination of a Confiscation of dperty to be Executed i
Latvia

(3) A competent institution shall decide, in eaoharete case, a request regard
the return of confiscated property, or a part tbEr® a foreign state.”

ing
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Measures taken to| There are amendments made to the CPL with rel&tidime sharing of confiscated
implement the | assets with the EU Member States, as well as taivdtries. The amendments are
Recommendation  of| i, force from July 14, 2009.
the Report since the| The amendments provide to delete part 3 of theckri85, but the same time to
a<rjc<))pt|on of trle first | include Article 785 which provides criteria with relation to sharingwforeign
progress repor states of funds or property, which was obtainedtdumnfiscation.
(1) The Ministry of Justice in each concrete case decigth regards tg
request to share funds or property.
(2) In taking of decision on sharing of funds the amaafrfunds, harm don
and place of victims should be taken into account.
(3) The Ministry of Justice may take a decision to metproperty after the
request of foreign state.
(4) The Ministry of Justice may refuse to execute retut the request
received after one year after the date, when forestate receive
information on execution of foreign confiscatiomuest.
(5) Procedure, how the funds and property is sharedhamdthe funds ars
transferred, is provided by the Cabinet of Minister
At the same time the CPL is supplemented by ArtR04!°, which provides
similar provision with relation to the EU Memberag&ts with several additiona
criteria in accordance with Framework Decision 2088/JHA on the applicatio
of the principle of mutual recognition to confiscat orders.  Article 80%°
provides the criteria for sharing of proceeds,drample, part 2 provides that,|if
the amount obtained from the execution of the soation order is above EUR
10 000 the Ministry of Justice takes a decisiondisposal of half of the amount
to the requesting State. Moreover, part 3 provitlest if there are other
circumstances, the Ministry of Justice may agreealfgposal of more then half of
the confiscated amount, taking into account thenhdone as well as residence|of
victims.

D
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(other) changes sincg The Cabinet of Ministers regulations provided byLORticle 785" and Article
the first progress| 801°are at the stage of development. During the eldiooraf the regulation o
report (e.g. draft | the Cabinet of Ministers the procedure and criterfiadisposal of confiscate
laws, draft property is evaluated in great detail. It is pladeticle 785." with relation to the

regulations or draft | . states amend with regards to criteria
other enforceable

means” and other
relevant initiatives)

a

Special Recommendation Il (Freeze and confiscatetrorist assets)

Rating: Partially compliant

Recommendation of the Define “financial resources” and “property” in acamlance with the Terrorist
MONEYVAL Report | Financing Convention.

Measures reported as { The draft law “On the Prevention of Launderingdidly Acquired Proceeds and
4 December 2007 4 Financing Terrorism” provides for the harmonizatitve definition of the term
implement ~ the «proceeds”, as well as “financial resources”, withe Convention for the
Recommendations 4 gyppression of the Financing of Terrorism.

2 TEpet At the same time the drafted law “On the Preventiéri_aundering lllegally
Acquired Proceeds and Financing Terrorism” providedefinition of the term
“resources (property)”, namely, financial resouroesiny other form of corporea
or incorporeal, movable or immovable property. the drafted law provides |a
definition of the term “financial resources”, namiepayments assets in way [of
cash or money clearings, precious metal, as wedngskind of form of financia

v
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Measures taken to
implement the
Recommendation  of
the Report since the
adoption of the first
progress report

The AML/CFT Law is in force from August 13, 2008rti&le 1, part 1 provide
definition of “resources” as financial resourcesaay other form of corporeal or
incorporeal, movable or immovable property.

Article 1 point 2 provides definition of “financiatesources” adfinancial
instruments or payment instruments (cash or notcatocuments (on paper or
in an electronic form) that are held by a persotiei in ownership or possession
and entitle the person to any benefit thereof, &dl ws precious metals ip
ownership or possessiofiaking into account previously mentioned inforimat
Latvia has fulfilled the recommendation.

1°2)

(other) changes sincg In context with the previously given informationtizea sees no need to consider

the  first  progress
report (e.g. draft laws,
draft regulations or
draft “other

enforceable = means”
and other relevant
initiatives)

other manageable arrangements since the requestwadmendation is fulfilled.

Recommendation of thelmplement a national mechanism to give effect tuests for freezing assets and

IMF/MONEYVAL
report

designations from other countries and to enableZimeg funds of EU internals

(citizens or residents)
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Measures taken to
implement the
Recommendation  of

the Report since the
adoption of the first
progress report

Latvia considers that taking into account the infation provided in 2007 th
recommendation is fulfilled.

[¢)

Recommendation of th
IMF/MONEYVAL
report

Measures taken to
implement the
Recommendation  of

the Report since the
adoption of the first
progress report

eDevelop a clearly defined procedure for de-listofgsuspected terrorists listed
Latvia (apart from those on the EU List for whomracedure already exists)

There are no substantial changes since the fiogiress report.

Dy

©

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

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

Alongside with mentioned above in first progregsont there are changes of leg
framework. Article 4 paragraph 4 of AML/CFT Lawmtiates that FIU notify the¢
persons subject to this law and their supervisoiy eontrol authorities with th
terrorist lists. Cabinet of Ministers re-issued Blagon "On the Countries an
International Organizations which have compiledtd.isf Persons suspected
being involved in Terrorist Activity" (Regulationd\36 of 13 January 2009).

The regulation defines the countries and internalioorganizations whos

compiled lists of persons, suspected of being wealin terrorist activity (the

terrorist lists), shall be recognized by the Republ Latvia.
The Republic of Latvia recognizes the terrorigislisompiled by European Unig
and North Atlantic Treaty Organization member stafEhe Republic of Latvi
also recognizes the terrorist lists compiled bytebhiNations Security Counc
and the European Union Council.

Recommendation of th
IMF/MONEYVAL

report

e Provide for access to funds for basic living exgsrand legal costs.

jal
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are necessary for the accused, his or her fammilty tlae persons who are his or her
dependents; food products that are necessarydaubsistence of an accused and

his or her family; money whose total sum does nateed the subsistenc

minimum specified by the government for one mofith,an accused and each
his or her family members, a.o.

Measures taken to
implement the
Recommendation  of

the Report since the
adoption of the first
progress report

Latvia considers that taking into account the infation provided in 2007 th
recommendation is fulfilled (the amendments havebeen made).

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

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

Special Recommendation V (International Co-operatin)

Rating: Partially compliant

Recommendation 0
the MONEYVAL
Report

f The authorities should include in the Criminal Pedare Law the grounds @

which enforcement of foreign requests for seizdirgroperty can be executed
refused, rather than leaving it to the discretidritee competent authority.

4

Measures reported &
of 4 December 2007 t

Please see the answer to Question R-38.

implement the

Recommendations 0

the report

Measures taken to| Please see the answer to Question R-38

implement the | Latvia has implemented it's CPL

Recommendation  of 1) the Council Framework Decisiad®003/577/JHA of 22 July 2003on th

the Report since the execution in the European Union of orders freepiraperty or evidence;

cilpjzilion 3 e gl 2) Council Framework Decisio2006/783/JHA of 6 October 2006 on {

progress report application of the principle of mutual recognititmconfiscation orders;
3) Council Framework Decision 2005/214/JHA of 24 Feloyu2005 on the

application of the principle of mutual recognititmfinancial penalties.
During the year 2008 the Prosecutor’'s General ©ftit the Republic of Latvia
had not refused any request on mutual legal assista
During the first 9 months of the year 2009 thereenrefusals of the requests
mutual legal assistance based on subparagraphAstiofe 2 of the Europea

Convention on Mutual Assistance in Criminal Mattéiflsthe requested Party

considers that execution of the request is likelprejudice the essential intere
of it's country).

During the year 2008 the Prosecutor's General ©f6t the Republic of Latvia
had not refused any request for extradition.

During the first 9 months of the year 2009 theres Waefusal on extradition bas
on subparagraph 1 of Article 4 of the Council Freammek Decision 2002/584/JHA
of 13 June 2002 on the European arrest warrantttamdsurrender procedur
between Member States (if the act on which the jiean arrest warrant is bas

a)
C

D
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does not constitute an offence under the law oéteeuting Member State).

Union.

Every year statistics relating extradition are gite the Council of t Europear|

Recommendation 0
the IMF/MONEYVAL
report

Measures taken to
implement the
Recommendation of
the Report since the
adoption of the first
progress report

Please see the answer to Question R-38.

f Expand confiscation provision to include the car#tson of all proceeds of crime
(including benefits, property indirectly derivedcktintended instrumentalities
and terrorist property and include provision to @l for identification of
proceeds for confiscation and to allow executiofoodign requests therefore.

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

relevant initiatives)

Special Recommendation VI (AML/CFT requirements formoney/value transfer services)

Rating: Partially com

pliant

Recommendation  of Address in law or regulation the lack of adequatgesvision of the money
the MONEYVAL
Report

Measures taken to
implement the
Recommendation of
the Report since the
adoption of the first
progress report

transfer services provided by the Latvian Postdeffi

Though Postal bank has been granted a bankingsticg?.09.2008., it has not yet

started its activities in full force, thus Post iOéf is still acting the same wa
According to the AML/CFT Law the supervisory autityprfor Post Office is
Ministry of Transport (see Article 45, point 5 adnagraph 1).

With the implementation of EU Payment Services &live Post Office as
payment services provider will be subject to thevlam Credit Institutions and i

accordance with the AML/CFT Law will be supervidgdFCMC

o
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(other) changes since

the first progress
report (e.g. draft
laws, draft

regulations or draft
“other enforceable
means” and other

relevant initiatives)

Special Recommendation VII (Wire transfer rules)

Rating: Non compliant

Recommendation 0
the MONEYVAL
Report

information (name, address and account number)umad transfers and relate
messages that are sent, as set out under Specanfeendation VIl and t
conduct enhanced scrutiny of, and monitor for stisps activity, funds transfer
which do not contain complete originator informatiim compliance with Specig
Recommendation VII

f Require financial institutions to include accuraémd meaningful originator

,.

g

Measures reported

The requirements of Special Recommendation Vlicdgerved in Latvia throug

h

of 4 December 2007 Y Regulation (EC) No 1781/2006 of the European Padia and of the Council g

implement ~ the| 15 November 2006 "On information on the payer ageamging transfers d

f:]che";gf”dat'ons 9 funds". With regard to the sanctioning and supénisstipulated by this
regulation the Bank of Latvia is payment systemesvigor according to the La
"On Bank of Latvia", but Financial and Capital MatkCommission supervise
and sanctions financial market participants acogrdio the law "On Credi
Institutions".

Measures taken to| In addition to information provided in the" Progress report in this regard| i

implement the | should be noted that requirements under SR Vlirtalieen implemented withi

Recommendation of

the Report since the
adoption of the first
progress report

the EU through “Regulation (EC) No. 1781/2006 & turopean Parliament al
Council of 15 November 2006 on Data on Payer acemyipg Transfers o
Funds” limit national implementation to establighimonitoring, enforcement ar
penalties regime and to applying certain derogatialtowed for in Regulatio
No. 1781/2006. Requirements applicable to finanimislitutions with respect t
wire transfers are therefore set out in Regulaion1781/2006.

Violations of the Regulation are sanctionable inaadance with the Article 19
of the Law On Credit Institutions:

Art 199. For other activities as a result of which violat®ohave occurred of th

directly applicable regulatory enactments issuedebyopean Union institutions:
1) the Financial and Capital Market Commission ahé Bank of Latvia sha
impose a fine up to 100 000 lats on a legal persom

2) a natural person shall be subject to administ&br criminal liability.

Though there are no specific guidelines issuecfira institutions are advised
apply the Committee of European Banking Supervis(Z&BS) documen
"Common understanding of the obligations imposedBowyopean Regulatio
1781/2006 on the information on the payer accomipanyunds transfers t
payment service providers of payees” (published@®f0.2008.).

There are no additional recommendations or guidslirssued so far in th

respect.

requirements of this Law or of the regulatory emaents arising from it or

f
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(other) changes since

the first progress
report (e.g. draft
laws, draft

regulations or draft
“other enforceable
means” and other

relevant initiatives)

Spec

ial Recommendation I1X (Cash border declaratioi disclosure)

Rating: Non compliant

Recommendation 0
the MONEYVAL

f The authorities should put in place mechanisms tsue the effectiv
implementation of the new Law on Cash Declarationhe Border.

Report

Measures reported &
of 4 December 2007 t

29.03.2007 a new law was adopted — Law On CrossidBoCash Declaratio
which replaces the previous text of the law from1032005. The new lay
stipulates that a natural person, who is obligedldclare cash on the bord

cash which is imported into/exported out of theitery of the community (Art
3), must declare cash by filling in a special cdshlaration form in writing. Thg
information that needs to be filled into the deateon form is defined under th
Art. 3, Para.2 of the EP Regulation of 26.10.200E889/2005 on cash control.
natural person filling in the declaration form aolriedges the truthfulness of tt
information provided by personally signing the @eation form and hands in t
declaration to the competent authority on the bord#l®.06.2007 the Cabinet
Ministers Regulation # 414 On Cash Declaration FatsnFilling and Handing i
and Verification Procedure was adopted. It appraescash declaration for
sample and defines the procedure according to whitlist be filled and hande
in and how the information included therein itashbe verified. Over 9 months
2007 103 cash declarations for the total amourit5g25 million EUR have bee
handed in by border crossers.

implement the
Recommendations O
the report

Measures taken to
implement the
Recommendation of

the Report since the
adoption of the first
progress report

It should be added to the previous reply:
The number of cash declaration reports receiveBIbyis as follows: 2006 — 33
2007 — 132, 2008 — 159, over 9 month of 2009 — 150.

The number of initiated criminal cases (based atiae 195 of Criminal Law) is
as follows: 2007 — 1 (2 crimes), 2009 — 1 (1 chim€&he preliminary
investigations are in process.

Section 195 of Criminal Law states the criminal liability (sie 8.12.2005.) fo
Avoidance of Declaring of Cash as follows:

(1) For a person who commits the non-declaratiofalse declaration of cash
specified in regulatory enactments, which in crogsihe State border of th
Republic of Latvia is brought into the customsitery of the European Union ¢
taken out thereof, if commission thereof is repgatehin a period of one year,
the applicable sentence is deprivation of libedy & term not exceeding tw
years, or a fine not exceeding one hundred timesnihimum monthly wage.
(2) For a person who commits the non-declaratiofalse declaration of cash
specified in regulatory enactments, which in crnogsihe State border of th
Republic of Latvia is brought into the customsitery of the European Union ¢
taken out thereof, if commission thereof criminalgcquired cash or |
commission thereof is in an organised group,

according to the EP Regulation of 26.10.2005 # 1B&% on cash control, i.€.
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the applicable sentence is deprivation of libexdy & term not exceeding fiv
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years, or a fine not exceeding two hundred timesimimum monthly wage.

who commits the non-declaration or false declamatid cash as specified
regulatory enactments, which in crossing the Skateder of the Republic
Latvia is brought into the customs territory of tBaropean Union or taken

applicable fine shall not exceed 200 Lats.

In accordance with article 190-15 of Administratvmlations Code to a persan

thereof, if commission committed in a period of oywar (not repeated), the

= 5

(0
out

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

4. Specific Questions

a) Criminalization of ML and FT offences
Are the authorities still of the view that that &gp conviction for the predicate offense is

the Criminal Law provisions in that regard?

According to the criminal law system of Latvia, pens are held criminally liable pursuant to

acquired proceeds, it has to be ascertained tleapithceeds have been acquired by way of cr

CPL, namely, it states that no person shall beidered guilty until their guilt in the committing @

be concluded that it cannot be claimed a persordumslered criminally acquired proceeds if it ig
proven that these proceeds have been acquiredrbg.cr
Article 195 of the CL — “Laundering of the Proceeds from Crime”
(1) For a person who commits laundering of crimiynakcquired financial resources or other prope
the applicable sentence is deprivation of libedy & term not exceeding three years, or a fine
exceeding one hundred times the minimum monthlyewagth or without confiscation of property.
(2) For a person who commits the same acts, iEtimemission thereof is repeated or if committed K
group of persons pursuant to prior agreement, fipdicable sentence is deprivation of liberty fo
term of not less than three and not exceeding giggats, with confiscation of property.
(3) For a person who commits the acts providedbiprParagraphs one or two of this Atrticle,
commission thereof is on a large scale, or if cossion thereof is in an organised group,
applicable sentence is deprivation of liberty faleem of not less than five and not exceeding tes
years, with confiscation of property.

b) Criminalization of ML and FT offences

58

needed to pursue a prosecution for money laundemirigas there been further clarification gf

incriminations as provided for in Article 195 ofettCL. This article lays down the liability for the
laundering of criminally acquired proceeds or ofi@perty. The latest amendments to the article hav
been entailed in April 28, 2005, and thus no chamgfethe legal order have taken place. Similarly,
Latvia has not changed its position that in ordecdnvict a person for the laundering of criminally

the

me,

committing any of the criminal offences set outhe CL. Such position is based upon the assumption
that as long the criminal acquisition of the prateéas not been proved, it cannot be claimed that a
person has committed the laundering of criminatigjuared proceeds. This has to be viewed in relgtion
to the general principle of the “Presumption ofdoence”, which is provided for in Section 19 of the

criminal offence has been determined in accordanttethe procedure specified in the CPL. It has to
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Has the definition of the FT offence been amendedters all elements under the
International Convention for the Suppression ofEime&ncing of Terrorism, including that the
definition of financial resources should includéfarms of “funds”?

We inform that it is not planned to amend the d&éin of the financing of terrorism, namely, the

direct or indirect collection or transfer of anypéyof acquired funds or other property for the psgs
of utilising such or knowing that such will be fwlbr partially utilised in order to commit one

several acts of terror or in order to transfer stacthe disposal of terrorist organisations or viaiial

terrorists. The wording of the said Section hash®en amended since April 28, 2005.

As regards the definition of the term “proceed$2ase see Question SRII.

74

It has to be noted that the Parliament of Latvi@ aeima) has adopted in the second reading dfte dr

law “Amendments to the Criminal Law”, accordinguwich the word “organizations” in Part one
Article 88! of the Criminal Law has been changed to “groupdtreover, by this draft law it i
intended to supplement the Criminal Law with AeI88>and 88° in the following wording:

“Article 88. 7. Incitement to terrorism and threats of terrorism

For a person who commits incitement to terrorisnthoeats to carry out a terrorist act, if there
grounds to believe that such could be carriedtbetapplicable sentence is deprivation of libearyd
term not exceeding eight years.

Article 88.3. Recruiting and training a person for committing terrorist acts

For a person who commits the recruiting or traimfi@nother person for carrying out terrorist attis,
applicable sentence is deprivation of liberty foteem not exceeding ten years, with of with
confiscation of property.”

of

are

DUt

¢) AML/CFT investigations
Describe Latvia's experience over the last 18 m®nththe use of the powers under the Crimi
Procedure Law, 2005, to conduct investigationsMLACFT as well as to seize and freeze assets?

Though legislation does not specifically provide tiee prosecution on ML without prior conviction
predicate offence such prosecution is theoretigadigsible. Nevertheless, the criminal origin of
proceeds laundered must be established by theyrofiforeign or local officials. Such ruling mighg,
for instance, the decision on termination of theecan non-exonerating basis.

Additionally, please see the table under 5a.

nal

of
the

Deficiencies in the AML Law

d) Have amendments been drafted or enacted withrdetia the AML Law to introduce cleare
unambiguous language, in particular when seekingséd mandatory obligations for preventi
measures, as needed to achieve full compliancethathelevant FATF Recommendations?

A brand new AML/CFT Law was drafted in Latvia byferting of which clearer and unambiguo
language is introduced. All the obligations fory@aetive measures set out in the law are now cledr
unequivocal.

€) Reporting of (real) suspicious transactions

What steps have been taken to increase the focimmoving the reporting of transactions that t
reporting entities determine to be suspicious, iairttt from transactions identified by referenceat
set of indicators, and please distinguish clearthbtypes of reporting in the statistics provid
elsewhere in this progress report?

Draft law On the Prevention of Laundering of Pratséerived from Criminal Activity and terrori
Financing (Art. 30-1-3) obliges all subjects of taes to immediately report about unusual transast
as well as any suspicious transaction. Art. 1-17hef draft law gives a definition of a suspicig
transaction — it is “a transaction which causepisitn of ML or TF or an attempt of such activities
another criminal activity linked to the said adies”.

The Law does not list specific indicators of suipis transactions. Hence, the subjects of the Liav
obliged to carry out transaction analyses by thérase

us
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Regulation # 127 On the List of Indicators of Suagpis Transactions and the Reporting Procedy
(effective as of 30.03. 2001).
The recommendation has also found practical agmita- the subjects of the law received train

Detailed explanations on the said issues are gedvi
f) DNFBPs

guidance?

When drafting the new AML/CFT law the recommendatio extend its requirements to all catego

out regulations for AML/CFT supervising and controinding the subjects of the law to observe
requirements of the law.
2) The report provides that there are no sanctionsrfon compliance with CDD requiremerj

there been any steps taken to address this issue?

Article 165 of the Administrative Violations Code of LatviaN6t Notifying about Unusual g
Suspicious Financial Transactions”, provides fomamistrative responsibility for not notifying th
Prevention of the Laundering of Proceeds from Cr8eevice about an unusual or suspicious finan
transaction, if this is committed by an employe@géduties include notifying about such.

Section Il “Internal control” of the drafted lawOh the Prevention of Laundering lllegally Acquir
Proceeds and Financing Terrorism” provides liapitif the subject of law — legal person — to cre
and document, when developing appropriate policg procedure, system of internal control t
corresponds as far as prevention of launderingdllg acquired proceeds and financing terrori
System of internal control is a body of concretasuges that include activities for performanceasf, |
providing adequate resources and performing trgiih employees with a purpose to prevent
subject of law to get involved in the launderingiltggally acquired proceeds and financing ternoris
With creating system of internal control credittingions and investment broker companies take
account requirements of Credit Institution Law arithancial Instrument Market Lavand other

Violations Code of Latvia providing a responsilyilior a legal person for not fulfilment of draftdl
section “Internal control”.

In addition, it should be noted that in the leggbtem of Latvia the sentences (sanctions)
committing violations or criminal offences are laldwn only in the Administrative Violations Co(
and the Criminal Law. Other laws, for example, e “On the Prevention of Laundering of Proces

At the moment specific indicators are given undee turrently effective Cabinet of Ministers

1) What steps have been taken to extend the AML/Gitlireenents to all categories of DNFBP,
to designate a competent authority for them, andssue the necessary requirements and

applicable to all the DNBBPs in the AML law nortire Administrative Violations Code. Haye

requirements that are based on these normativeasterning creating a system of internal control.
relation to provision of internal control it is plaed to draft amendments in the Administrative

re —

ng

where the issues are explained. Trainings have begamized both for individual banks and whole
sectors, e.g., tax consultants. The AssociatioBarimercial Banks regularly (11.2006, 01-03.2007 as
well as 10-11.2007) organize 5 day seminars whiah iacludes the certification of the attendingfsta

ies
of DNFBPs has been taken to consideration (harnmanithem to the third EU AML Directive).
According to article 45 paragraph 1, point 3 théydaf each supervisory and control authority to kvor
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Derived from Criminal Activity”, do not provide fany sentences.

Additional guestions since the first progress repdr

a) Please indicate measures taken to address deéigs regarding shell banks (R.18)?

According to Latvian legislation it is impossible testablish shell banks in Latvia as “Cr¢g
Institutions Law” (Article 3) states that

dit
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(1) In the Republic of Latvia, credit institutioregistered in the Republic of Latvia, branchesredd
institutions of a foreign state, credit institut@negistered in Member States or the branches edit
institutions registered in Member States have itjetito perform credit institution activities.

(2) In the Republic of Latvia, a bank may be fouhdely as a stock company.
(3) In the Republic of Latvia, an electronic momsstitution may be founded as a capital company.

(4) If an electronic money institution has beennfbed as a limited liability company and it,
accordance with this Law must obtain a licence ifpérissued by the Finance and Capital Mark
Commission for the operation of an electronic mainayitution, the provisions of this Law regardi
the founders and stockholders of credit institwiaghall apply to the founders and sharehold
thereof

Apart from that the "Credit Institutions Law" reqes that

Only banks and foreign bank branches, as well asnbts State banks and Member State b
branches registered in the Republic of Latvia, Whaccording to the procedures specified in this L
have commenced the provision of financial servicethe territory of the Republic of Latvia, a
permitted to solicit the receipt of deposits andeotrepayable funds, and to receive th@hticle 9,
part 3);

The provisions of Paragraph three of this Sectiballsnot restrict the right of electronic mon¢
institutions to accept monetary funds from cliemiisthe same time exchanging such monetary f
for electronic moneyArticle 9, part 4).

According to existing legislation any kind of edisbments other than above-mentioned provid
banking functions is considered to be a non-licdnsasiness and is subject for criminal and
administrative punishment.

The mentioned provision is incorporated in "Creaudgtitutions Law" Article 14 as follows:

The Finance and Capital Market Commission has fghtrnot to issue a licence for a new cre
institution if:

1) ...;

2) the close links of the credit institution withirtl persons may threaten its financial stability
restrict the right of the Finance and Capital Markéommission to perform the supervisory functi
specified by law;

3) the laws and other regulatory enactments of othates that apply to persons who have cl
links with the newly founded credit institutionstréct the right of the Finance and Capital Mark
Commission to perform the supervisory functiongigied by law

In part two of the Article 14 of the Credit Institons Law it prescribed that:

(2) Financial and Capital Market Commission shalfuse the issuance of the licence (permit) if
regulatory documentation foresees that this cradititution including its management is not pladed
Latvia and is not affiliated with some financiabgip.

FCMC has issued Regulations "On the Issue of Ctaslittution and Credit Union Operating Liceng
and Permits for Particular Credit Institutions d@adit Unions Activities, Document Harmonizati
and Providing of Information" of 25.09.2009. Thasgulations provide detailed requirements
obtaining licences for banking activities.

The AML/CFT Law Article 24 (Cross-Border Correspend Banking Relationship) requires, that:

(2) A credit institution shall ensure that it doest enter into, or continue, correspondent bank
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relationship with a credit institution or an inves¢nt brokerage firm that are known to have a bissii
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relationship with shell banks.

b) Please elaborate on the national coordinatiorchamisms for supervisors?

Taking into account the way the situation develgpeatiuding Moneyval/IMF evaluation an

recommendations, on 03.04.2007 the Council for évéen of Laundering of Proceeds derived from

Criminal Activity chaired by the Prime Minister wagansformed to Finance Sector Developm

ent

Council, which is still chaired by the Prime Mirast The authority of the new Council has been

extended under the Cabinet of Ministers Regulati@83. The Regulation also gives more details

on

the authority of the Council by providing a list tafsks to be accomplished in the whole of financial

sector. The Council now also has more membersudirey the President of the Association
Commercial Banks of Latvia, the Board Chairmanhef itatvian-American Finance Forum.

Among the functions and tasks of the Council aesftiiowing:

a) Fostering of cooperation with foreign public andsate institutions (Art. 2.5);
b) Evaluation of the possibility of ML and TF risksrA3.2);
c) Elaboration of working plans (3.3)
Other powers which specifically focus on the draftiof normative acts, the coordination of 1
cooperation of state and private sectors.

The Council continued to act as the coordinatindytfor the cooperation between state authorities

of

he

an

the private sector in order to prevent money latindeand terrorist financing. There were two

meetings of the Council held in 2008 and one mgdtin2009. The agenda of the meetings conta
also AML/CFT issues (e.g., increasing the role lo¢é tCompany Register in preventing mor
laundering and terrorist financing, money laundgissues in Post Office).

c) Please elaborate on the supervisory action sitiee last progress report taken as regards
financial institutions and DNFBPs concerning coraptie with R. 7 and R. 8, in particular with regg
to onsite visits?

ned
ey
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As to the financial institutions the issues conoegrcompliance with R.7 and R.8 are integral pért o

onsite examinations in banks, insurance compamédsother relevant financial market participar

According to the existing legislation all subjeofshe AML/CFT Law are obliged to establish intdrna

control systems and assess the efficiency of ttegrial control system on a regular basis in vie
additional risks that may arise as a result ofitbi®duction and development of new technologies
if necessary, take measures to improve the effigief the internal control system (Art 8). Besidies
AML/CFT Law obliges all the subjects of the law apply measures for non face-to-face situati
(Art 23) and cross border inter bank relations 24}.

Article 22 of the AML/CFT Law prescribes to applgh&nced customer due diligence measures
starting cross-border credit institution relatiopswith respondents from third countries (part @inp
3).

d) Please specify the guidelines issued pursuaRt b since the last progress report?

List of new guidelines issued since the last pregjreport:
FCMC: Regulations for enhanced customer due diligeReglation No.125 of 27 August 2008)

Bank of Latvia as a supervisory authority for foreign currencychange offices has issug
"Recommendations to Capital Companies that HaveeiRed a Licence Issued by the Bank of Lat

—t
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vhen
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for Purchasing and Selling Cash Foreign Currerfae®eveloping an Internal Control System for {
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Financing". These recommendations were adopted ay 18, 2009 and took effect on June 1, 20
This document contains recommendations for curreexghange offices concerning establish
internal control system, identification of clieraad their beneficiaries, PEP identification, rejpayt
obligation, and describes risk based approachvauating the AML/CFT risk of their clients.

The State Revenue Servicel. Recommendations to Units of State Revenuei@en reporting
order to Office for prevention of laundering of peeds derived from criminal activity (la
amendments of 5 February 2009)

criminal activity and of terrorist financing supesed by the State Revenue Service (2009).

Notaries. 1. Order to sworn notaries for implementation tbguirements of Law on the prevention
laundering the proceeds from criminal activity asfdterrorist financing (Protocol No.3 of 6 Maur

2009).

State Assay Supervision InspectorateOrder for prevention of laundering the procegdsifcriminal
activity and of terrorist financing (Order No.4-6/2 of 12 November 2008).

Lotteries and Gambling supervisory inspection Recommendations to licensed Business Vent
(Companies) to establish an internal control sysi@nprevention of laundering of proceeds deri
from crimes and of financing terrorism (8 June 2009

State Inspection for Heritage Protection 1. Procedure of preparing and affording the imfation to
Office for prevention of laundering of proceedsided from criminal activity (Order No.1/22 of 1

and cultural monuments (Order No.1/22 of 19 JWO@9
Latvian Collegium of Sworn Advocates Temporary Statute for assuring an internal adrgystem

for the prevention of laundering of proceeds defifrem crimes and of financing terrorism. (Decisi
No0.198 of 16 December 2008).

Prevention of Laundering the Proceeds from Crimietivity (Money Laundering) and of Terroris

09.
ing

2. Methodological material. For subjects af lan the prevention of laundering the proceeds ffom

of
th

2009). 2. Statute on reporting about unusualsargpicious transaction (Protocol No.3 of 6 Mafch

ures
ed

9

June 2009). 2. Procedure for conducting inspestainransactions with works of art and antiquities

on

5. Questions related to the Third Directive (2005/60/€E) and the

Implementation Directive (2006/70/Ec)

Implementation / Application of the provisions in the Third Directive and the Implementation
Directive

Please indicate whetherThe AML/CFT Law is completely harmonized with thaifd EU AML Directive.

the Third Directive and According to the requirements of the law FCMC haaftdd and enforced n
the Implementation

Directive have beer .
fully implemented / orl Supervised by the FCMC.

are fully applied and The transition period for the AML/CFT Law to be lfulmplemented regarding the

since when. existing customer base has finished on July 1, 2009
Transitional provisions, part 2 of the AML/CFT law:

the beneficial owner, as set out in this Law, ispect of those customers with w
the business relationship is valid and this has lbe¢n done, by July 1, 2009
latest, or discontinue the business relationshiphay date.

updated AML/CFT Regulations binding to all the fuc@l market participant

The persons subject to this law shall perform austoidentification and establish

ew

4

hpm
the
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Beneficial Owner

Please indicate whethg
your legal definition of
beneficial owner
corresponds to th
definition of beneficial
owner in the

Directive’ (please alsg
provide the legal tex

rrlatvia follows the EU approach antdetlegal definition of beneficial owner
included in the AML/CFT Law corresponds to the defon of beneficial owner ir
| the Third Directive.
" The definition of the beneficial owner is providedpoint 5 of the Article 1 of the
AML/CFT Law:

5) beneficial owner — a natural person:

A%

. a) who owns or directly or indirectly controls atalst 25 percent of the share
with your reply) . . . .
capital or voting rights of a merchant or exercisether control over the
merchant's operation,
b) who, directly or indirectly, is entitled to tipeoperty or exercises a direct or
an indirect control over at least 25 percent ofegdl arrangement other than|a
merchant. In the case of a foundation, a benefavaher shall be a person orja
group of persons for whose benefit the foundatas lieen set up. In the case of
political parties, societies and cooperative sdeigta beneficial owner shall he
the respective political party, society or coopéeratsociety,
c) for whose benefit or in whose interest a busimekationship is established,
d) for whose benefit or in whose interesepasate transaction is made withgut
establishing a business relationship in the meawiiiis Law.
As regards the prepared CoL amendments — they dwosi beneficial owner
definition (Legal text of the prepared CoL amendtaeA beneficial owner in a
capital company is a natural person — member (shalcker) of the company
This statement is justified with an argument thtet member (shareholder) is the
person who receives economical and financial befrefn the company and has the
rights to directly affect the decision taking pres®f the company. So it means that
the member (shareholder) is the real beneficial ewwit is also important that
prepared CoL amendments set out obligation to iijetite cases when the paifts
(shares) are held on this particular member's @fader’'s) name but in the third
person’s benefit
Risk-Based Approach
Please indicate the Minimum requirements for risk analysis are settfari the AML/CFT Law and
extent ~to  which FopC Regulations for financial institutions. It fermitted to the subjects of the
financial _institutions Law to apply their own risk analysis of the custosneased on the criteria provided
have been permitted tp ’ U : ©
use a risk-based in the above-mentioned documents. Institutions alewed to apply their own
approach to| criteria in addition to the already provided.
discharging certain of
their AML/CFT
obligations.
Politically Exposed Persons
Please indicate whetherThe definition of PEPs is included in the Articl2, Dart 3 of the AML/CFT Law as
criteria for identifying follows:
@:flfihe'nproiﬁgﬁ)rﬁ:?ﬁe(3) For the purposes of this Law, a politically espd person (PEP) is a naturgl
the Third Directive and P€rson who:
the  Implementatior] 1) is entrusted with one of the following promingniblic functions in another
Directive” are provided member state or a third country: the head of ttadesta member of the parliament,

® Please see Article 3(6) of th# Birective reproduced in Appendix I
® Please see Article 3(8) of th# Birective and Article 2 of Commission Directive@J70/EC reproduced in Appendix I1.
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for in your domestic|
legislation (please als
provide the legal tex
with your reply).

the head of the government, a minister, a deputyster or an assistant minister,
P state secretary, a judge of the supreme courtdgguof the constitutional court,
board or a council member of the court of audit@snember of the council or
the board of a central bank, an ambassador, a caat@ffaires, a high-rankin
officer of the armed forces, a member of the cdumaf the board of a state-owng
capital company, as well as a person who has resigitom the position of
prominent public function within one year;

2) is a parent, a spouse and a person equivaleatdpouse, a child, his/her spou
or a person equivalent to a spouse of the persefesned to in Paragraph 1 hereq
A person shall be treated as equivalent to a spquegided that the laws of th
respective country contain a provision for suchisa
3) is publicly known to have a business relatiopshith any person referred to i
Paragraph 1 hereof or a joint ownership with sudrqon of the share capital in
commercial company, and a natural person that issake owner of a lega
arrangement that is known to be established forlibeefit de facto of any pers
referred to in Paragraph 1 hereof

The obligation to apply enhanced CDD when entenmg a business relationsh
with a customer who is a PEP is set forth in Aeti2P of the AML/CFT Law:

1) ...

(2) A person subject to this law shall perform emded customer due diligence
the following cases:

1) ...

2) at inception of a business relationship withdditically exposed person

The same Article 22 in its part 1 describes theaanbd CDD as follows:

(1) Enhanced customer due diligence are activitiest are based on the rig
assessment and are carried out in addition to austodue diligence, with the ai
of:

1) establishing the beneficial owner and makingestivat the person indicated :
the beneficial owner in accordance with Article H&reof is the beneficial owner
the customer;

2) ensuring enhanced monitoring of the customer’sdaations

“Tipping off”

Please indicate whethg
the  prohibition is
limited to the
transaction report o

also covers ongoing INformation about the customer or his/her transact{transactions) has be

ML or
investigations.

TF

frArticle 38 paragraph 1 of AML/CFT Law provides thehibition from disclosing

the fact of reporting: a person subject to this LABFT Law shall be prohibite
from notifying the customer, the beneficial ownedather persons to the effect t

submitted to the FIU and that this information isnaay be analysed or pre-tri
criminal proceedings performed in relation to tlenmitting of a criminal offence
including that of money laundering, terrorist ficarg or an attempt thereof

With respect to thg
prohibition of “tipping
off” please indicate
whether there arg
circumstances  wher
the prohibition is lifted
and, if so, the details g
such circumstances.

Pursuant to the mentioned article 38 of AML/CFT Lifnere are concrete persons i
circumstances where this prohibition is lift

D

- 2) The prohibition shall not apply to informatiomchange between the persg

fequivalent requirements for the prevention of motayndering and of terroris

1) The prohibition shall not apply to supervisondaontrol authorities;

subject to this AML/CFT Law of member states orrdhtountries that enforg
financing, where those persons belong to one gr@Quge group shall be a leg
arrangement that has a single owner, managemeohnol institution.

3) The prohibition shall not apply to informatiorchange between tax adviso
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external accountants, sworn auditors, commerciahpamies of sworn auditor
sworn notaries, sworn advocates and other indep¢ridgal professionals of
member state or a third country that imposes reqénts for the prevention
money laundering and of terrorist financing eqewalto those of this AML/CF]
Law, where they perform their professional actestas employees of a single le
person or acting within a single group.

4) The prohibition shall not apply to credit ingtibns, financial institutions, ta|
advisors, external accountants, sworn auditors,noertial companies of swor
auditors, sworn notaries, sworn advocates and atldependent legal professiong
in respect of exchange of information in cases wherfollowing conditions exist:
1) two or more persons subject to this law arelwved in a transaction;

2) one and the same customer is involved in a actios;

3) the persons subject to this Law that are invibiviea transaction are registered
operate in a member state or a third country thgioses requirements for ti
prevention of money laundering and of terrorisafioing equivalent to those of th
AML/CFT Law.

“Corporate liability”

Please indicate whethe
corporate liability can
be applied where a
infringement is
committed for the
benefit of that lega
person by a perso
who occupies a leadin
position within that
legal person.

rCriminalLawChapterVIIl -+

h

"committed in the interests of the legal person Ioatral person in conformity wit
Jthe provisions of Section 12, Paragraph one oflthis.

Coercive Measures Applicable to Legal Persons

Section 70 Basis for the Application of Coercive Measures thegal Persons
(1) For the criminal offences provided for in theeSial Part of this Law, coerciy
measures may be applied to a legal person, if tiaimal offence has bee

(2) Coercive measures applicable to legal persbalf sot apply to State, loc:
government and other public law legal persons.

[5 May 2005]

Section 12. Liability of a Natural Person as the R@mesentative of a Legal
Person

(1) In a legal person matter, a natural person dmcommitted a criminal offen¢

acting as an individual or as a member of the galleinstitution of the relevan
legal person on the bag$ a right to represent the legal perstinact on behalf of
or to take decisions in the name of such legal pens, or realising control within
the scope of the legal person or while in the senaf the legal person, shall
criminally liable therefore.

(2) For legal persons, who are not public law lggaisons, the coercive measu
provided for in Chapter VItof this Law may be applied.

[5 May 2005]

Can corporate liability
be applied where th
infringement is
committed for the|
benefit of that lega
person as a result d
lack of supervision o
control by persons wh

occupy a leading
position within that
legal person.

Criminal Law. Section 12. Liability of a Natural Person as the Representative

F of a Legal Person

(1) In a legal person matter, a natural person hdmcommitted a criminal offen¢

acting as an individual or as a member of the galleinstitution of the relevan
flegal person on the basi a right to represent the legal person, to achemalf of
or to take decisions in the name of such legalgmei® realising control within
’ the scope of the legal persoor while in the service of the legal person, shel
criminally liable therefor.

(2) For legal persons, who are not public law lggaisons, the coercive measu
provided for in Chapter VItof this Law may be applied.

[5 May 2005]
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DNFBPs

Please specify whethe
the obligations apply tq
all natural and legal
persons trading in al
goods where payment
are made in cash in a
amount of € 15 000 o
over.

r

rArticle 3 paragraph 1 point 9 of AML/CFT Law stipiés that subjects of law are

also other legal or natural persons involved iditrg real estate, transport vehicles,

| items of culture, precious metals, precious st@mesarticles thereof or other goods,
sacting as intermediaries in the said transactiongraviders of services, where t
npayment is made in cash in lats or another curréme¢lfe amount equivalent to
exceeding 15 000 euros at the exchange rate s¢hébyBank of Latvia on th
transaction day, whether the transaction is exdcute single operation or seve
linked operations. Where the transaction is made iforeign currency whose
official exchange rate is not set by the Bank ofvleg the exchange rate that
published on the first business day of the curmreeek in the information sourge

indicated by the Bank of Latvia shall be used Fer ¢alculation.

ne
DI

D
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6.

Statistics

6.1 Money Laundering and Financing of terrorism caes

a) Statistics provided in the first progress report

2004
Investigations | Prosecutions Convictions Frozen Seized Confiscated
cases| persons| cases| persons| cases| persons| cases| amount | cases| amount | cases| amount
(in (in EUR) (in EUR)
EUR)
ML | 10 -7 2 4 1 1 250,670| 2 [20,524,492 1 | 18,497,333
FT - - - - - - - - - -
2005
Investigations | Prosecutions Convictions Frozen Seized Confiscated
cases| persons| cases| persons| cases| persons| cases| amount | cases| amount | cases| amount
(in EUR) (in EUR) (in
EUR)
ML 76 - 10 14 5 6 56 |3,414,892] 12 | 1,260,961 1 174,000
FT - - - - - - - - - - - -
2006
Investigations | Prosecutions Convictions Frozen Seized Confiscated
cases| persons| cases| persons| cases| persons| cases| amount | cases| amount | cases| amount
(in EUR) (in (in
EUR) EUR)
ML 15 - 10 47 3 4 125 | 17,216,846| 6 460,051 3 17,676
FT - - - - - - - - - - - -
2007
Investigations Prosecutions Conylctlons Proceeds frozen | Proceeds seized Prloceeds
(final) confiscated**

! Cases often are initiated on the basis of factsrtight constitute a crime, initially with no persbehind very often, therefore not each case
involves a definite person.

8 Repatriation of assets to United Kingdom in a biakd case.
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cases ersons | cases ersons | cases ersons | orders CUTRRILS cases GBS cases i CETAL
(crimes) | P P P (in EUR) (in EUR) (in EUR)
ML | 28 (56) * 27 62 26 62 94 | 9248720 48 | 7439525| 16 | 3130383
FT - - - - - - - - - - - -
* - persons not fixed at this stage
**- here only proceedings on illegally obtained peeds are included.
b) Please provide statistics since the adoption tife first progress report
2008
Investigations Prosecutions Conylctlons Proceeds frozen Proceeds seized Prp ceeds
(final) confiscated**
cases ersons cases§ ersong cases ersgns order amount cases amount cases amount
(crimes) | P P > s P Gn EUR) (in EUR) (in EUR)
ML |73 (109) * 12 29 13 29 99 | 3841800/ 18 | 2257000/ 38 8074795
FT - - - - - - - - - - - -
2009 ( 9 month)
Investigations Prosecutions Conylctlons Proceeds frozen Proceeds seized Pr_oceeds
(final) confiscated**
cases ersons cases ersonsg cases ersans ord eramount cases amount cases amount
(crimes) | P P i s P (i EUR) (in EUR) (in EUR)
ML [ 39(53) * 24 48 1 3 61 6953579| 23 | 1018343| 21 709453
FT - - - - - - - - - - - -
* - persons not fixed at this stage
**- here only proceedings on illegally obtained geeds are included.
6.2. STR/ICTR

a) Statistics provided in the first progress report

2004
(for comparison

purposes)

Statisticallnformation on reports received by the FIU

Monitoring entities, e.g. | transactions | suspicious cases notifications to Police investigations
above transactions opened law enforcement/
threshold by FIU prosecutors
ML FT ML FT ML FT ML FT
Commercial banks 6118 12376| 4 110 cases/ | - 110 cases/ | - | 34/12*** -
- 4105 4105
Insurance companies 1100 22 0 R T R T
Notaries 2 0
Currency exchange 175 0
Broker companies 1 0 0
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Securities' registrars - - -
Lawyers 0 1 0
Accountants/auditors 0 0 0
Company service provider - - -
Others (please specify)** 383 404 0
Total 16,479 reports 7779 12812

Explanatory note:

* The Latvian FIU assigns reference numbers only wteses are sent to law enforcement. Thus, figurdhd
columns “cases opened by FIU"and “notificationsate enforcement/prosecutors” are identical anddat that the
FIU has sent 110 cases covering 4105 transactibichwere sent to the FIU by reporting institutions

** Other monitoring entities are State institutipr@asinos, Law enforcement institutions, Privatespes, Money
transmitters and Car sellers.

*** The first figure reflects the number of crimiheases opened on the basis of material submitfetid FIU; the
second figure shows the number of already exigtiimginal cases to which the FIU added material.

2005
Statistical Information on reports received by theFIU
Monitoring entities, e.g. | transactions | suspicious cases notifications to Police investigations
above transactions opened law enforcement/
threshold by FIU prosecutors
ML FT ML FT ML FT ML FT
Commercial banks 7402 15492 | 30 155 cases/ | - 155 cases/ | - | 107/8*** -
- 3791 3791
Insurance companies 2330 14 0 e e e e
Notaries 12 0 0
Currency exchange 1576 6 0
Broker companies 0 0 0

Securities' registrars - - -

Lawyers 0 2 0
Accountants/auditors 3 2 0
Company service provider - - -
Others (please specify)** 203 718 0
Total 26,302 reports 11526 16234

Explanatory note:

* The Latvian FIU assigns reference numbers only wteses are sent to law enforcement. Thus, figurdhd
columns “cases opened by FIU"and “notificationsat@ enforcement/prosecutors” are identical andoat that the
FIU has sent 155 cases covering 3791 transactibichwvere sent to the FIU by reporting institutions

** Other monitoring entities are State institutipr@asinos, Law enforcement institutions, Privatespes, Money
transmitters and Car sellers.

*** The first figure reflects the number of crimiheases opened on the basis of material submifetieb FIU; the
second figure shows the number of already existongninal cases to which the FIU added material.
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2006

Statistical Information on reports received by theFIU

Monitoring entities, e.g. | transactions | suspicious cases notifications to Police investigations
above transactions opened law enforcement/
threshold by FIU prosecutors
ML FT ML FT ML FT ML FT
Commercial banks 7142 12845| 6 155 cases/ | - 155 cases/ | - | 68/6*** -
- 3714 3714
Insurance companies 3855 140 0 R e R e
Notaries 23 4 0
Currency exchange 4553 27 0
Broker companies 0 0 0
Securities' registrars - - -
Lawyers 0
Accountants/auditors
Company service provider| - - -
Others (please specify)** 227 918
Total 27,479 reports 15800 13934

Explanatory note:

* The Latvian FIU assigns reference numbers only wteses are sent to law enforcement. Thus, figurdhd
columns “cases opened by FIU"and “notificationsate enforcement/prosecutors” are identical anddat that the
FIU has sent 155 cases covering 3714 transactibichwere sent to the FIU by reporting institutions

** Other monitoring entities are State institutipr@asinos, Law enforcement institutions, Privatespes, Money

transmitters and others.

*** The first figure reflects the number of crimihaases opened on the basis of material submitfetid FIU; the

second figure shows the number of already exigtiimginal cases to which the FIU added material.

2007

Statistical Information on reports received by theFIU

transactions i~ cases notifications to law .
Monitoring entities, e.g. above t;lilipgg;ioounss opened enforcement/ invezgg(;?ions
threshold by FIU prosecutors
Crimes | FT Crimes FT Crimes FT | Crimes | FT
Commercial banks 6 852 17172 | 3
Insurance companies 6 980 81 0
Notaries 15 7 0
Currency exchange 4 330 15 0
Broker companies 0 0 146 cases/3002 146cases/3002
Securities' registrars 0 0 0 | transactions* | ~ transactions* | ~ | 8210 | -
Lawyers 0 23 0
Accountants/auditors 0 1 0
Company service provider 0 0 -
Others (please specify)** 555 3837 | O
Total 34 346 reports 18 732 21137
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Explanatory note:
* The Latvian FIU assigns reference numbers only wteses are sent to law enforcement. Thus, figurdhd

columns “cases opened by FIU"and “notificationsat@ enforcement/prosecutors” are identical andoat that the
FIU has sent 146 cases ( 59 cases based on aintf £35) covering 3002 transactions which were gerthe FIU by

reporting institutions.
** Other monitoring entities are State institutipr@asinos, Law enforcement institutions, Privatespes, Money

transmitters and others.
*** The first figure reflects the number of crimiheases opened on the basis of material submiietib FIU; the

second figure shows the number of already exigtiimginal cases to which the FIU added material.

b) Please complete, to the fullest extent possible gtiiollowing tables since the adoption of the first
progress report

2008
Statistical Information on reports received by theFIU
transactions - cases notifications to law .
Monitoring entities, e.g. above trsetilssrggioounss opened enforcement/ invezgg(;teions
threshold by FIU prosecutors
Crimes | FT Crimes FT Crimes FT| Crimes | FT
Commercial banks 6 858 21798 1
Insurance companies 9532 26 0
Notaries 7 5 0
Currency exchange 3074 48 D
Broker companies 0 0 qd 151 cases/3619 151cases/3619
Securities' registrars 0 0 4 transactions* | - transactions* | - | 47297 | -
Lawyers 0 3 0
Accountants/auditors 0 0 @
Company service providers 0 0 D
Others (please specify)** 1043 4 560 D
Total 36 418 reports 20514 26 437 1

Explanatory note:
* The Latvian FIU assigns reference numbers only wteeses are sent to law enforcement. Thus, figurdhd

columns “cases opened by FIU"and “notificationsate enforcement/prosecutors” are identical anddat that the
FIU has sent 151 cases ( 42 cases based on anf £45) covering 3619 transactions which were derihe FIU by

reporting institutions.
** Other monitoring entities are State institutipr@asinos, Law enforcement institutions, Privatespes, Money

transmitters and others.
*** The first figure reflects the number of crimiheases opened on the basis of material submitfetid FIU; the

second figure shows the number of already exigtiimginal cases to which the FIU added material.
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2009 ( 9 month)
Statistical Information on reports received by theFIU
transactions - cases notifications to law .
Monitoring entities, e.g. above suspicious opened enforcement/ . qu'ce.
threshold | transactions by FIU brosecutors investigations
Crimes | FT Crimes FT Crimes FT| Crimes | FT
Commercial banks 6 096 15 349 i
Insurance companies 426 2170 0
Notaries 7 0 0
Currency exchange 1591 7 D
Broker companies 0 0 ( 102 cases/ 102 cases/
Securities' registrars 0 0 (q 184ltransactions] - | jg4jpancoionet - | 4147 | -
Lawyers 0 13 0
Accountants/auditors 3 0 d
Company service provider 0 0 D
Others (please specify)** 875 3 463 D
Total 16 519 reports 8998 21 002 1

Explanatory note:

* The Latvian FIU assigns reference numbers only wteses are sent to law enforcement. Thus, figurdhd
columns “cases opened by FIU"and “notificationsate enforcement/prosecutors” are identical anddat that the
FIU has sent 102 cases ( 33 cases based on amf £33 covering 1841 transactions which were serthe FIU by
reporting institutions.

** Other monitoring entities are State institutipr@asinos, Law enforcement institutions, Privatespes, Money
transmitters and others.

*** The first figure reflects the number of crimiheases opened on the basis of material submitfetid FIU; the
second figure shows the number of already exigtiimginal cases to which the FIU added material.

¢) AML/CFT sanctions imposed by supervisory authoties

Please complete a table (as beneath) for admitivgtrsanctions imposed for AML/CFT infringementsr@spect of
each type of supervised entity in the financialt@e¢eg, one table for banks, one for insurance). ét possible,
please also indicate the types of AML/CFT infringmts for which sanctions were imposed in text béméae
tables in your reply.

If similar information is available in respect afpervised DNFBP, could you please provide an auitii table (or
tables) covering administrative sanctions on DNFBi#iso with information as to the types of AML/CFT
infringements for which sanctions were imposeceit beneath the tables in your reply.

Please adapt the tables, as necessary, also tat@diny criminal sanctions imposed on the initeatif supervisory
authorities and for what types of infringement.

Administrative Sanctions

2004 2005 2006 2007 2008 | 2009 (9 months)
for comparison | for comparison
Number of AML/CFT violations 13 22 22 15 19 12

identified by the supervisor

Type of measure/sanction*
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Written warningk 5 12 11 6 3 6
Fines 1 4 4 5 2 2
Removal of managy/complianc 1
officel]
Withdrawal of licenge 7 3 0 1 1
Other*4 5 2. 6° 1 1 ¥
[Total amount of fines (in LVL) 2,500 45,000 133,000 40,000 | 105,000 60,000

Number of sanctions taken to th
court (where applicable)

Number of final court mlers

Average time for finalising a co
orde

* Please amend the types of sanction as necesstarygover sanctions available within your jurisdiction

** Please specify

! Intensified supervision

2 Administrative agreement
% Licence restriction
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APPENDIX | - Recommended Action Plan to Improve theAML / CFT System

FATF 40+9 Recommendations

Recommended Action (listed in order of priority)

1. General

No text required

2. Legal System and Relaty
Institutional Measures

Criminalization of
Laundering (R.1, 2 & 32)

Money

Take appropriate measures to ensure that prosesutan
be commenced without the need for a conviction ¢
predicate offence.

Criminalization of Terrorist

Financing (SR.Il & R.32)

Define “financial resources” in accordance withe

Terrorist Financing Convention.

Confiscation, freezing and seizing
proceeds of crime (R.3 & 32)

oExtend forfeiture to property that is intended déise in the
commission of a criminal offence.

Define “property” and “assets” for the purposestlod
Criminal Law and Criminal Procedure Law.

Amend definition of “proceeds of crime” to reflg
definition of property for the purposes of the Crial
Law and the Criminal Procedure Law.

Amend definition of illegally acquired property émsure
that it would cover property obtained directly 4
indirectly as a result of the commission of an ofie.

Freezing of funds used for terror
financing (SR.III & R.32)

sDefine “financial resources” and “property” in acdance
with the Terrorist Financing Convention.

Implement a national mechanism to give effect tuests
for freezing assets and designations from othentrigs
and to enable freezing funds of EU internals (e or
residents).

Develop a clearly defined procedure for de-listiofy
suspected terrorists listed by Latvia (apart frévose on
the EU List for whom a procedure already exists).
Provide for access to funds for basic living exgsnand
legal costs.

The Financial Intelligence Unit an
its functions (R.26, 30 & 32)

dAddress the contradiction in the AML Law regardi

disseminates its information to the Prosecutor’'dicef
(and not law enforcement).
Increase the emphasis on STR reporting in orde
enhance the operational effectiveness of the FIU.
Latvia should also consider requiring the FIU tdlsh
an annual report.

Provide the FIU with additional staff in view of &k
expected increased workload.

th

dissemination, for example by providing that thdJF

nf a

nd

—_3

to

Law enforcement, prosecution a
other competent authorities (R.Z
28, 30 & 32)

n&pecialized training needed for police and othew
Tenforcement officers responsible for AML/CFT.
Specialized training needed for the Prosecutorfc®in
AML/CFT.

Provide the FIU with additional staff in view of &t

N

increased workload to come.

74



3. Preventive Measures—Financ

Institutions

Risk of money laundering or terrori
financing

st

Customer due diligence, includingrhe authorities should amend the AML Law to introe

enhanced or reduced measures
(R.5-8)

clearer, unambiguous language, in particular wieekiag
to set mandatory obligations.

Recommendation 5

Provide explicitly in law or regulation for finaradi
institutions to undertake CDD measures when estaihlj
a business relationship (to supplement Articlesn® & of
the AML Law relating to opening an account).

Provide explicitly in law or regulation that findat
institutions must verify customers’ identity.

Enhance measures in order to enable all finan
institutions to conduct full CDD on all legal eig that
may issue bearer shares.

Amend Article 7 paragraph 3 of the AML Law to prdei
a specific direct requirement for financial instibus to
identify the client, irrespective of any exemptiar
threshold, when there is a suspicion of terromsricing.

Clarify, in law or regulation, that identification ¢
nonresident customer of the Latvian Post Office el
bureaux de change be performed on the basis able)
independent source documents, data or informasiooh
as, for example, valid passports.

Amend the AML Law in order to require all financi
institutions to obtain further information on t
beneficiaries and third persons.

Amend the AML Law or relevant regulation in order
clearly require the financial institutions that arst
covered by the FCMC Regulation to obtain informatm
the purpose and intended nature of the busi
relationship.

Enhance current practice by requiring explicitty law or
regulation, the financial institutions to ensureatt
documents, data and information collected undeCib®

reviews of existing records, in particular for heglrisk
categories of customers or business relationships.
Require, in law, regulation or other enforceableans the
bureaux de change and the Post Office to ideniifjn-h
risk categories of clients and transactions and, &
financial institutions, to perform enhanced duegdihce.
Define the additional measures to be taken under
enhanced due diligence.

Remove from the AML Law the automatic exempt
from CDD requirements provided under Article 9.

For customers (and beneficial owners of the furafs
financial institutions that are not covered by tHeMC

process is kept up-to-date and relevant by undedal

1cial

al
he

Nness

th

on

Regulation, clarify, in law or regulation or oth
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enforceable means, the timing of verification
accordance with FATF criteria 5. 13, 5.14 and 3.14
Recommendation 6

Require, in law, regulation or other enforceableans the
bureaux de change and the Latvian Post Office tarp
place appropriate risk management systems to dietet
whether a potential customer, an existing custoonghe
beneficial owner is a PEP; to take reasonable mesaga
establish the source of wealth and the sourceeofuhds
of customers and beneficial owners identified a®$
and to conduct enhanced ongoing monitoring on
relationship with PEPs.

Require in law, regulation or other enforceable mseall
financial institutions to obtain senior managem
approval for establishing business relationshigh WEPS
or continuing a relationship with a customer or dfaal
owner who subsequently becomes a PEP.
Recommendation 7

The blanket exemption for correspondent banks f
OECD countries under Article' ®f the AML Law should
be removed.

Require, in law, regulation or other enforceableans
that banks must obtain senior management's app
before establishing the new correspondent reldtipn
Enhance the current requirements for banks to ga
sufficient information to understand fully the nagwf the
respondent’s business, to determine its reputatiahthe
quality of supervision; to assess the adequacy thrg
effectiveness of the correspondent’s controls; a0d
document the respective AML/CFT responsibilities
each institution.

Recommendation 8

Require, in law, regulation or other enforceablanse the
financial institutions to have policies or take m@@s to
address the additional risks that may arise from aad
developing technologies .

Third parties and introduced busing

(R.9)

d9/A

Financial institution
confidentiality (R.4)

Secrecy (¢

—

Record keeping and wire transfieRecommendation 10

rules (R.10 & SR.VII)

Require, in law or regulation, financial institut®to keep
records of the account files and business corretpuae.
Allow, in law or regulation, for the extension &t record
keeping period beyond five years on request of
authority in specific cases.

Special Recommendation VII

Require financial institutions to include accuraaed
meaningful originator information (name, addressd
account number) on funds transfers and relatedages

n

=

m

the

ent

rom

oval

.

D

athe

of

an

an
5

that are sent, as set out under Special Recomnieng

lat
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VIl and to conduct enhanced scrutiny of, and maorito
suspicious activity, funds transfers which do nohtain
complete originator information in compliance w
Special Recommendation VII.

Monitoring of transactions
relationships (R.11 & 21)

an

dRequire information to be made available to alhatities
relevant in the fight against money laundering daine
fight against terrorist financing, not only to t
supervisors.

Require financial institutions that are not subecECMC
supervision to pay special attention not only whke
customer is a resident of a country listed by FADE
also to business relationships and transactionsh
persons from countries which do not or insufficign
apply the FATF standard.

Establish a mechanism that would enable the Lat
authorities to apply counter-measures to counthias do
not apply or insufficiently apply the FAT
recommendations.

wit

—t

vian

F

Suspicious transaction reports 8
other reporting (R.13, 14, 19, 25
SR.IV)

ndecommendation 13
&Provide clarification and guidance to the reportimgities
in order to increase the emphasis ensuring thaticass
transactions are reported promptly to the FIU.dase the
emphasis on STR reporting in order to enhance
operational effectiveness of the FIU.

Specifically require, in law or regulation, the ogjing of
suspicious transactions of funds suspected tonedito
or related to or to be used for the terrorism,oigst acts,
or by terrorist organizations or those who final
terrorism, without limiting the scope of the reaument to
designated persons.

Recommendation 14a

In order to fill the gap in the AML Law, the autliges
should limit the scope of the waiver to reporting
suspicions transactions made in good faith. This loa
done by amending the law which grants exemptiomf
liability by adding that the exemption is limited tases
where disclosure is made “in good faith”.

Special recommendation IV

The authorities should amend the AML Law to prov
specifically that financial institutions are recadrto report
suspicious transactions of funds suspected tonxedi to
or related to or to be used for the terrorism,oigst acts,
or by terrorist organizations or those who final
terrorism, without limiting the reporting to casesere
potential terrorists have been designated.

Cross Border Declaration

disclosure (SR IX)

q

DIThe authorities should put in place mechanismantue
the effective implementation of the new Law on C
Declaration on the Border.

Internal controls, compliance, auc
and foreign branches (R.15 & 22)

liThe authorities should expand the scope of theeou
requirements and introduce, in law or regulati

obligations:
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for financial institutions (other than banks, etenic
money institutions, and insurance companies) w
warranted by size and risk of the business, tdéskg
an independent audit function.
for financial institutions to develop approprid
compliance management arrangements e.g.
minimum the designation of an AML/CH
compliance officer at management level.

for financial institutions (other than bureaux
change) to put screening procedures in place
hiring employees.

for financial institutions to ensure that their dagn
branches and subsidiaries pay particular attertto
ensuring that AML/CFT measures applied
consistent with the Latvian law in countries that
not or insufficiently apply the
Recommendations and in cases where the AML/(
minimum standard differs.
for financial

FATE

institutions to inform their Latvian

nere

ite
at a
i

de
vhen

n
are
d

CFT

supervisor when a foreign branch or subsidiary is
unable to observe appropriate AML/CFT measures in
the host country.
Shell banks (R.18) Make more explicit the currergasures to ensure that
shell banks could not be established in Latvia.
Require financial institutions to take measuresrider to
satisfy themselves that their respondent financial
institutions in a foreign country do not permit ithe
accounts to be used by shell banks.
The supervisory and oversighThe Latvian Post Office should be made subject to
system—competent authorities anadppropriate supervision for AML/CFT purposes.
SROs There should be appropriate sanctions that apply to
Role, functions, duties and powerdirectors and senior staff of bureaux de change.
(including sanctions) (R.23, 30, 29,
17,25 & 32)
Money value transfer serviceAddress in law or regulation the lack of adequate
(SR.VI) supervision of the money transfer services proviggthe
Latvian Post Office.
4. Preventive Measureg
Nonfinancial Businesses ai
Professions
Customer due diligence and recofdroaden the provisions in the AML Law of the
keeping (R.12) circumstances under which DNFBPs are subject| to
AML/CFT preventive measures requirements. The AML
Law should apply to all DNFBPs identified in the HA
Recommendations when they engage in the activities
specified in the FATF Recommendations.
Broaden the specification of the circumstanceseund
which DNFBPs are required to undertake CDD |to
conform with the FATF Recommendations, including

eliminating the provision that professionals arelyor
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required to identify clients when they engage
transactions of EUR15,000 or more or when they
arranging for safekeeping or opening accounts.
requirement to identify PEPs should be included.
Extend Article 20 paragraph' bf the AML Law on the
monitoring of transactions to apply also to DNFBPs.

Suspicious transaction

(R.16)

reportif

ndRevise the legal framework to require all DNFBPs

report suspicious transactions in all those cirdamses
called for in the FATF Recommendations.

Revise Cabinet of Ministers Regulation No 127 token
its provisions applicable to all DNFBPs.

Essential elements of internal controls relevant
DNFBPs should be spelled out in law, regulationothier
enforceable means.

A supervisory and control authority should be deatgd
for each DNFBP sector with authority to monitor g
enforce compliance with AML/CFT requirements. 4
DNFBPs subject to the AML Law should be subject
oversight for compliance with AML/CFT requirements.

Regulation, supervision, monitorin
and sanctions (R.17, 24 & 25)

g,The arrangements for oversight of DNFBPs should

restructured to provide effective systems for numiig
and ensuring their compliance with  AML/CH
requirements. A supervisory and control authorhgidd
be designated for each DNFBP sector. All DNFE
subject to the AML Law should be subject to ovdnsigr
compliance with AML/CFT requirements.

Agencies assigned oversight responsibility shouhdel
adequate legal authority, resources and capacity
monitor and enforce compliance with AML/CH
requirements. The assessors recommended the gelet
a governmental agency, appropriately authorized
adequately resourced, to act as the default sigoerio
ensure AML/CFT compliance by those DNFBPs that
not effectively supervised by some other governiaig
agency or SRO. This includes lawyers who are nairisy
advocates, independent accountants who are notns
auditors, tax advisors, antique dealers, transgeslers,
and real estate agents. The powers, duties antldoa®f
the supervisory and control authority should beosgtin
the AML Law or in the relevant law for each DNFB
Where applicable, the law(s) should overr
confidentiality provisions to allow supervisory acohtrol
authorities to monitor and enforce compliance W
AML/CFT requirements.

Other  designated nonfinanci
businesses and professions (R.20)

ad—

5. Legal Persons and Arrangeme
& Nonprofit Organizations

Legal Persons—Access to benefig
ownership and control informatig

idlhe authorities should amend the law to:
ne  ensure that information on the ownership of allrbea

(R.33)

shares is available.
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require that all legal persons collect and keep
information on beneficial ownership and control an

on the beneficial ownership and control of a legal
person can be obtained by the competent authoriti
Require a competent authority to verify the idgntit
the persons owning or controlling the legal persams
arrangements seeking registration.

Enhance powers to investigate and monitor
compliance with these requirements.

Legal Arrangements—Access
beneficial ownership and contr
information (R.34)

tdN/A
ol

Nonprofit organizations (SR.VIII)

6. National and Internationg
Cooperation

National cooperation
coordination (R.31 & 32)

an

dThe authorities should reconsider the procedure
information exchange between the FIU and LEAs
seek to simplify the process to improve efficiency.

The Conventions and UN Spec
Resolutions (R.35 & SR.I)

aProperty should be defined for the purposes of
Criminal Law and the Criminal Procedure Law to cin
fully with the Vienna and Palermo Convention

The legislation should be amended to include anitifin
of “proceeds of crimelillegally acquired propertitiat
includes property obtained indirectly to complylyulvith
the Palermo Convention.

The legislation should be amended to ensure
forfeiture includes property that is “intended” fose in
the commission of an offence to fully comply withef
Vienna Convention.

For the purposes of complying with the Terro
Financing Convention, the definition of funds netabe
amended to include legal documents or instrumenssy
form such as electronic or digital, and evidenditlg to,
or interest in, such assets.

Mutual Legal Assistance (R.36, 3
38, SR.V & 32)

7The authorities should include in the Criminal Faare
Law the grounds on which enforcement of fore
requests for seizure of property can be executedfosed
rather than leaving it to the discretion of the petent
authority.

Expand confiscation provision to include the cordison
of all proceeds of crime (including benefits, pndpe
indirectly derived etc), intended instrumentalitiesid
terrorist property and include provision to allower {
identification of proceeds for confiscation and afbow
execution of foreign requests therefor.

A mechanism for the establishment of an assetitarée
fund and for the sharing of confiscated assets |dhbe
considered.

ensure that adequate, accurate, and timely infasmat

Each competent authority should keep statistics
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numbers of requests refused and grounds of refusé
the Ministry of Justice should keep separate siegigor
civil and criminal matters.

Extradition (R. 39, 37, SR.V & R.32

prosecute” principle.

relating to extradition.
Introduce a time frame by which Cabinet of Ministene
to make a ruling on appeals.

Other Forms of Cooperation (R. 4
SR.V & R.32)

OAmend the AML Law to specifically provide that théU
institutions and other relevant institutions andattcess

information from its databases in response to retgu
from the foreign FIUs.

authorities

7. Other Issues

Other relevant AML/CFT measuré
or issues

xThe Latvian authorities should assess the AML/CiBKsr
of domestic reinsurance business and introd

appropriate risk-based measures to supervise therse
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Amend the AML Law to specifically allow the FIU to
request information from nonFIU foreign competent

Introduce mechanism for consolidation of statistics
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APPENDIX II -
Article 3 (6) of EU AML/CFT Directive 2005/60/EC (3" Directive):

(6) "beneficial owner" means the natural person(sd ultimately owns or controls the customer and/or
the natural person on whose behalf a transacti@ctvity is being conducted. The beneficial owsleall
at least include:

(a) in the case of corporate entities:

(i) the natural person(s) who ultimately owns ontcols a legal entity through direct or indirectrevship

or control over a sufficient percentage of the shar voting rights in that legal entity, includittgough
bearer share holdings, other than a company liste@ regulated market that is subject to disclosure
requirements consistent with Community legislatmnsubject to equivalent international standards; a
percentage of 25 % plus one share shall be deenfiédent to meet this criterion;

(if) the natural person(s) who otherwise exercig®drol over the management of a legal entity:

(b) in the case of legal entities, such as fouwdati and legal arrangements, such as trusts, which
administer and distribute funds:

() where the future beneficiaries have alreadynbeéetermined, the natural person(s) who is the
beneficiary of 25 % or more of the property of gakearrangement or entity;

(i) where the individuals that benefit from thegydd arrangement or entity have yet to be determitied
class of persons in whose main interest the legahgement or entity is set up or operates;

(i) the natural person(s) who exercises contr@ra25 % or more of the property of a legal arranget

or entity;

Article 3 (8) of the EU AML/CFT Directive 2005/60EC(3“ Directive):

(8) "politically exposed persons" means naturakpes who are or have been entrusted with prominent
public functions and immediate family members, a@rspns known to be close associates, of such
persons;

Article 2 of Commission Directive 2006/70/EC (Implmentation Directive):

Article 2
Politically exposed persons

1. For the purposes of Article 3(8) of DirectiveOB060/EC, "natural persons who are or have been
entrusted with prominent public functions" shatilirde the following:

(a) heads of State, heads of government, miniatatgleputy or assistant ministers;

(b) members of parliaments;

(c) members of supreme courts, of constitutionalrtsoor of other high-level judicial bodies whose
decisions are not subject to further appeal, excegtceptional circumstances;

(d) members of courts of auditors or of the boarfdsentral banks;

(e) ambassadors, chargés d'affaires and high-rguafiiters in the armed forces;

(f) members of the administrative, management pestsory bodies of State-owned enterprises.

None of the categories set out in points (a) t@ffthe first subparagraph shall be understoocbasring
middle ranking or more junior officials.
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The categories set out in points (a) to (e) of find subparagraph shall, where applicable, include
positions at Community and international level.

2. For the purposes of Article 3(8) of DirectiveOB060/EC, "immediate family members" shall include
the following:

(a) the spouse;

(b) any partner considered by national law as edent to the spouse;

(c) the children and their spouses or partners;

(d) the parents.

3. For the purposes of Article 3(8) of DirectiveOB060/EC, "persons known to be close associatesl' sh
include the following:

(a) any natural person who is known to have joiahddicial ownership of legal entities or legal
arrangements, or any other close business relatiotisa person referred to in paragraph 1;

(b) any natural person who has sole beneficial osinie of a legal entity or legal arrangement whieh
known to have been set up for the benefit de fatthe person referred to in paragraph 1.

4. Without prejudice to the application, on a r&gasitive basis, of enhanced customer due diligence
measures, where a person has ceased to be entnistedprominent public function within the meagin

of paragraph 1 of this Article for a period of ah$t one year, institutions and persons referreid to
Article 2(1) of Directive 2005/60/EC shall not biliged to consider such a person as politicallyosegl.

APPENDIX Il — Additional legislation and data submitted with the second progress
report is presented in a separate document:

See MONEYVAL(2009)39ANN
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