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Act XIX of 1998 on Criminal Proceedings
Anti-Money Laundering Law
Act CXXXVI of 2007 on the Prevention dnCombating of Money Laundering
and Terrorist Financing

Act CXL of 2004 on the General Rules afindinistrative Proceedings and
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Bar Association

Central Criminal Investigation Bureau

Customer Due Diligence
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Council of Europe Treaty Series
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Financial Action Task Force

Financial Intelligence Unit
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EXECUTIVE SUMMARY

Background information

1. This report summarises the major anti-money latingeand counter-terrorist financing
measures (AML/CFT) that were in place in Hungaryhattime of the % on-site visit (18 to
23 January 2010) and immediately thereafter. $cdbes and analyses these measures and
offers recommendations on how to strengthen certaspects of the system.
The MONEYVAL 4" cycle of assessments is a follow-up round, in Whore and Key
(and some other important) FATF Recommendation® lmen re-assessed, as well as all
those for which Hungary received non-compliant (M€)partially compliant (PC) ratings in
its 3% round report. This report is not, therefore, dl fassessment against the
FATF 40 Recommendations and 9 Special Recommemdatimt is intended to update
readers on major issues in the Hungarian AML/CFey.

Key findings

2. The core elements of Hungary’s AML/CFT regime astblished in the Hungarian Criminal
Code (HCC), which contains the ML and TF offensAsf CXXXVI of 2007 on the
Prevention and Combating of Money Laundering anddFist Financing (AML/CFT Act). A
new AML/CFT Act was introduced in 2007, when Hungdransposed the third EU
AML/CFT Directive, and it's Implementing Directiveinto national law as well as
introducing the financing of terrorism into previgetlegislation.

3. Hungary has continued to develop and strengthefiNts/CFT regime since the third round
report which was adopted in June 2005. There dsyeker, still a very low level of
prosecutions for money laundering (MIgnd of orders to confiscate asgetis the view of
the evaluators this significantly undermines thieaiveness of the regime. Furthermore,
there appear to be deficiencies regarding the Hi-ldperational independence and
autonomy.

4. In terms of risk, as a consequence of Hungaryaesjic location in central Europe, a cash-
based economy, and a well-developed financial sesviindustry, money laundering in
Hungary is related to a variety of criminal aciegt including illicit narcotics-trafficking,
prostitution, trafficking in persons, fraud and angsed crime. Other prevalent economic and
financial crimes include official corruption, taxasion, real estate fraud, and identity theft.
Although there is a domestic terrorist organisatitre risk of the country being used as a
base for terrorism or financing of terrorism isimestted as being low.

Legal Systems and Related Institutional Measures
5. Although minor legislative improvements have talgace since the publication of thé& 3
Round MER, it can be concluded that the ML crimipadvisions are largely in line with the

material elements of the Vienna and Palermo Coiesnt

6. The shortcomings with regard to the Vienna anéfa Conventions, such as lack of
physical element of conversion or transfer of proptor the purpose of disguising the illicit
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10.

11.

origin of the property (unclear) and for the pumas$ helping any person who is involved in
committing the predicate offence to evade the legaisequences of his or her action and
unnecessary requirement of the purpose elemetihéoacts of concealment and suppression
(disguise) of location, disposition or ownershipaofrights with respect to property, partial
criminalisation of self-laundering and practicablplems of proving the intent of concealing,
in the view of the evaluators might have negatiapact on the effective fight against money
laundering by precluding the practitioners fromngsthe full range of the norms of Vienna
and Palermo Conventions.

The evaluators were concerned about the low numbeonvictions for money laundering
offences compared to the large number of convistiimn proceeds generating offences (18
since 2006). Moreover, the evaluators have consitieot just the number of ML convictions
but the type and quality of ML cases being brodghtvard after 16 years of criminalisation
of ML in Hungary, against the background of prosegdnerating crimes in the country and
the comparative importance of the financial sectibough the Hungarian authorities were
unable to provide the evaluators with the informatielating to the types of ML convictions,
almost all of the investigations (9 out of 10) @02 were related to self-laundering, which
indicates that only the simplest cases are bekantéorward.

The evaluation team welcomed the amendments madécbyXXVIl of 2007 on the
amendment of the Criminal Code with regards torfaiiag of terrorism, making it possible to
punish an attempt to provide or collect funds forirdividual terrorist to commit a terrorist
act. However, a number of shortcomings still préviedfrom being fully in line with the
requirements of SR Il. The Criminal Code does naivigle for an offence of terrorist
financing in the form of provision or collection fafnds with the unlawful intention that they
should be used or in the knowledge that they ateetased by an individual terrorist for any
purpose, it is unclear whether the financing ofaest organisations’ day to day activities are
incriminated, and collection of funds for terror@iganisations’ day to day activities is not
covered.

The evaluators are aware that there has been aaHanglomestic terrorist organisation and
that since 2005 there have been 18 convictiontefoorist offences, however, the evaluators
were not able to assess the possible financialriioe of these terrorist offences. Moreover,
absence of any investigation, prosecution or caiovidor terrorist financing raises concerns
regarding the effectiveness and efficiency of thplementation of SR II.

While the legal framework for the confiscation magiis convincing in that it provides for a
wide range of confiscation, seizure and provision®asures with regard to property
laundered, proceedings from and instrumentalitiEsiun and intended for use in ML and TF
or other predicate offences, issues can be raisedt éts effectiveness particularly as in the
context of the proceeds from proceeds generatingesrin the country.

The Hungarian legal background for asset/fundszingerelated to terrorist financing has
been created by the Act CLXXX of 2007 on the Impdeation of Financial and Asset-
related Restrictive Measures ordered by the Europ&mion, and on Respective
Amendments of Other Laws (FRM Act). The implemeiotatof SR.III relies upon the

application of binding EU legislation and overadlocdination on dissemination of the lists is
unclear and efficient coordination seems to beitagkAlthough the FRM Act provides for

the HFIU to constantly examine and monitor, onoien initiative, whether the designated
persons have funds or economic resources whickuoject to sanctions of the EU and the
UNSC in Hungary, the scope of such powers and ey &re used in practice is not clear.
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12.

13.

14.

15.

16.

17.

Furthermore, Apart from the HFSA, there is no cleapervision by other regulators of
compliance with SR.IIl and no clear capacity bynth&éo sanction in the event of non-
compliance. In particular, lack of awareness oflieand EU lists in the non-banking sector
gives rise to concerns of effectiveness of impletatgm.

In 2007, the FIU functions were transferred frore thational Police Headquarters to the
HCFG which is an armed law enforcement and puldiiaistration body supervised by the
Minister in charge of tax policy. The HCFG is aneagy of the central body that has
nationwide jurisdiction and operates and managesfiitances independently. Being a
structural unit of the HCFG, there appear to bécaefcies regarding the HFIU’s operational
independence and autonomy. Furthermore, legislalimes not expressly provide for the
HFIU to have direct or indirect access, on a tintelgis, to information to properly undertake
its functions other than STR analysis. In particuthe evaluators considered that the low
number of case reports submitted to law enforceragencies for initiating open criminal

ML/CFT investigations brings into question the effeeness of the HFIU.

The current cross-border declaration system inepladHungary is based on EU Regulation,
hence it only applies to the movements at the ieridetween Hungary and non-EU Member
States. Although the authorities stated that thé&&Earries out in-depth inspections along
the internal and external borders of the EU byirgptip mobile control units, there appears to
be no legislative basis that covers all the requénets of SR IX on internal EU borders. In
the evaluators’ view this might have a negativedoipon overall effectiveness of the cash
control system. Furthermore, there is no admigtiste ability to stop/restrain or seize in the
case of ML/FT and the sanctions available are fiet#&ve, proportionate or dissuasive.

Hungary has adopted and implemented a risk-baseaagh to AML/CFT, particularly in
relation to customer/beneficial owner identificatiand verification requirements. Pursuant to
the AML/CFT Act financial institutions are entitledd specify the extent of customer due
diligence measures on a risk-sensitive basis. im ¢tbntext the AML/CFT Act specifies
minimum and maximum data sets for the identificatdd the customer and of the beneficial
owner as well as for recording the details of tha@saction order; although, the Law does not
explicitly require enhanced monitoring in instanoéenhanced due diligence.

Meetings with the private sector indicated a higlvel of awareness of the CDD
requirements, and all categories of financial tostins appear to have developed a
comprehensive understanding of the CDD and receegikg obligations under the new
AML/CFT Act. The Hungarian requirements on anonymquassbooks fall within the
derogation of Article 6 of the EU’s3Money Laundering Directive, this is, however, not
sufficient to meet the requirements of essentiéga. The definition of beneficial owner is
not sufficiently broad and it is unclear whethes tbovers the ultimate beneficial owner and
there is no explicit requirement to verify that ergpn purporting to act on behalf of the
customer is so authorised.

The legislation on financial institution secrecypeaprs to enable the authorities to access the
information that they require in order to exerdiseir functions in the fight against money
laundering and terrorist financing and does notbibhithe implementation of the FATF
recommendations. Furthermore, no problems appdeave been experienced in practice.

Overall the record keeping requirements were ire lwith the requirements of the
Recommendations although, there is no provisiorernsure that the mandatory record-
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18.

19.

20.

keeping period may be extended in specific casen vgguest of the authorities and financial
institutions are not specifically required to maintrecords of business correspondence.

The wire transfer rules are clearly laid out untter AML/CFT Act where necessary. All
representatives of providers of payment servicesdugng the on-site visit appeared to be
aware of their obligations when conducting trarsterfunds.

The reporting level from the financial sector appeto be satisfactory although other
institutions and DNFBPs show a significantly lowdé of reporting and only banks have

submitted reports on terrorist financing and tlymi§icant decrease in the number of STRs in
2009 gives a rise to concerns over the effectienéshe reporting system. There is no clear
provision in the AML/CFT Act requiring reporting giredicate offences (including tax

matters) to the HFIU and attempted transactionsnatespecifically covered. There are no
specific guidance and indicators in place for adigntities on reporting terrorist financing.

The HFSA is organised as a self-regulatory admiatise body and has been established as
the single regulatory body in charge of bankinguiance, securities and pension company
supervision. The MNB is responsible for the licegsand supervision of companies that
provide cash processing services in Hungary andahasdependent supervisory authority.
The HFSA and MNB have broad powers to supervisadlevant service providers and are
able to use all their regulatory and prudential sne@s to control compliance with the
AML/CFT requirements. Furthermore, the “fit & prapeequirements are only applicable to
directors/executive officers and not to the sem@nagement of financial institutions, with
the exception of investment fund management conegarii was also considered that the
sanctioning regime was not broad enough and that sdinctions available were not
sufficiently dissuasive.

Preventive Measures — Designated Non Financial Bussses and Professions (DNFBP)

21.

22.

Overall the meetings with the private sector dertrated high awareness and good
understanding of the CDD and record-keeping obtiga under the AML/CFT Act (apart
from below mentioned exemptions). They also sholigh awareness for sector specific and
current AML/CFT risks. In particular, the extensiModel Rules issued by the competent
authorities appear to provide a very useful basiseffective implementation of CDD and
record keeping requirements. CDD as well as rekegping requirements are integral parts
of the inspection program for supervisors. Howetler,evaluators did note a weakness in the
effective implementation of CDD requirements regagdreal estate agents and dealers in
high value goods.

Although all sectors appeared to be aware of tegiorting responsibilities, the low number
of STRs from the sector raises concerns about ffleet@eness of the implementation by
DNFBPs. In particular, there has been a significktline in the number of STRs received
from lawyers and notaries which appears to coincidéh the implementation of new
reporting arrangements.

Non-Profit Organisations

23.

It would appear that, since the 3rd round evalumatéport, insufficient steps had been taken
to bring the Hungarian system into conformity wgR.VIII. A review of the sector has still
not been undertaken and there has been insufficiginéach to the NPO sector. Concerns
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remain about the transparency of the sector andfficient steps have been taken to
strengthen the legal basis for supervision andsiyler over NPO fundraising.

National and International Co-operation

24.

25.

26.

27.

The authorities have a variety of mechanisms icepl® facilitate cooperation and policy
development. There are also effective mechanismfadibtate cooperation between the
agencies involved in investigating ML and TF.

Hungary has ratified the Vienna and Palermo Cotiees and the Terrorist Financing
Convention. The legislation has been amended ierd implement the Conventions, but
existing legislation does not cover the full scopke these Conventions. Furthermore,
measures still need to be taken in order to prgpemplement UNSCRs 1267 and 1373, in
particular, legal persons do not appear to bediédnl terrorist financing offences in practice
and there is no definition of “funds” in the CrimainCode.

Legal provisions for providing mutual legal assista are laid down in domestic law,

bilateral and multilateral treaties and apply btwhML and FT and the possible forms of

international cooperation cover a wide range ofmfar However, at the time of the

assessment, the effectiveness of the system calthen established because of a lack of
comprehensive and adequately detailed statistiddloh requests.

The Hungarian authorities appear to have sufficieoivers to enable them to provide
different forms of assistance, information and @agion without undue delay or hindrance.
The responses received to MONEYVAL’s standard emnyqain International Cooperation
which was sent to MONEYVAL and FATF members recdigenerally a positive response.
However, as stated above, due to the lack of stati# was not possible to assess how
effectively the Hungarian authorities were respogdito international requests for
cooperation.

Other Issues

28.

29.

Overall, all supervisors and law enforcement agenappeared to be adequately structured,
resourced and trained.

It was considered that insufficient attention haglem applied to the maintenance of
meaningful statistics by the Hungarian authoritiEsis particularly applied in the areas of
analysis of the outcome of STRs, investigationgmioal proceedings, convictions,
provisional measures and confiscations. As a rdbaltevaluators were concerned that the
Hungarian authorities would not be able to perfarmegular overview of the effectiveness
and efficiency of the AML/CFT system based on stai@l analysis. Similar concerns applied
to areas such as cross border declarations, miggal assistance and international
cooperation.
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Table 1. Ratings of Compliance with FATF Recommend#&ns

The rating of compliance vis-a-vis the FATF 40+ &cBmmendations is made according to the
four levels of compliance mentioned in the AML/C&Ssessment Methodology 2004 (Compliant
(C), Largely Compliant (LC), Partially Compliant @, Non-Compliant (NC)), or could, in
exceptional cases, be marked as not applicable)(N/A

The following table sets out the ratings of Comptia with FATF Recommendations whi
apply to Hungary.It includes ratings for FATF Recommendations frixa 3° round evaluation
report that were not considered during tHeaksessment visit. These ratings are set oudlinst

and shaded.
Forty Recommendations Rating Summary of factors underlying rating*
Legal systems
; » The physical elements of money launder
1. Mone launderin PC X
offencye ¢ offence do not fully correspond to the Vien

and Palermo Conventions:
» Conversion or transfer for the purpose

helping person who is involved in the

commission of money laundering to evg

ng
na

of

de

consequences is not covered by Hungarian

legislation;

» Conversion or transfer for the purpose
disguising the illicit origin of property i
unclear,;

» Unnecessary requirement of purpg
element of concealing the true origin of {

of

1°2)

se
he

thing for the acts of concealment and

suppress (disguise) of location, disposit
or ownership of or rights with respect

on
to

property as well as for the act of “use in his

economic activities”.

» Concealment or disguise of the true nature,

source and movement is not cove
(Palermo A.6(1)(a)(ii)).
» Self laundering is only partly covered.
Not all designated categories of offences
fully covered as predicates, as incrimination
the financing of an individual terrorist for af
purpose is not covered, and the collection
funds for a terrorist organisation’ day-to-d
activities is not clear.
Autonomous investigation and prosecution
the money laundering offence still constituts
challenge for the police and prosecutors. Gi

! These factors are only required to be set out vihemating is less than Compliant.

1C

ed

are
of

ny
of

gy

of
b g
ven
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the level of proceeds generating offences i

Hungary and the type and quality of the cases
being brought (mainly self-laundering) the
overall effectiveness of money laundering

incrimination still needs to be enhanced

2. ML offence — menta
element and corporat
liability

3.Confiscation and provisiona
measures

LC

Lack of detailed and meaningful statistics |on
all aspects of confiscation negatively affects

the assessment of effectiveness of the syste

Preventive measures

4. Secrecy laws consistent with
the Recommendations

5. Customer due diligence

LC

Anonymous savings passbooks issued before

their prohibition in 2001 are still in circulation.

The definition of beneficial owner is not

sufficiently broad as it appears not to comptrise

the mind and management of a legal pers

on

and it is unclear whether it covers the ultimate

beneficial owner (respectively _ indirect

ownership and control).

The legal provisions for the procedure to |be

applied for the verification of the beneficia
owner are not clear.

Apart from the collection of the maximum get
of data no enhanced due diligence measures
are required for higher risk categories |of
customers, business  relationships | or

transactions.

No explicit requirement to verify that perspn

purporting to act on behalf of the custome

is

so authorized (except for services provided

under the Payment Services Act)

No explicit requirement to consider making a
STR where the financial institution is unable| to
carry out the customer due diligence measures.

6. Politically exposed persong

LC

A lack of explicit requirement regarding

approval by senior management of continuing
business relations with persons becoming
PEPs after the establishment of a business

relationship

11
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7. Correspondent banking

8. New technologies and C
non face-to-face business

9. Third parties and C
introducers

10. Record keeping LC * No provision to ensure that the mandatpry
record-keeping period may be extended| in
specific cases upon request of the compgtent
authorities

e No requirement to maintain records |of
business correspondence.

11. Unusual transactions C

12. DNFBP - R.5, 6, 8-f1 LC » The same concerns in the implementation of
Recommendations 5 and 10 apply equally to
DNFBPs.

» Scope of the legal privilege for lawyers and
notaries unclear.

+ Weakness in effective implementation |of
CDD requirements in particular as regafds
real estate agents and dealers in goods.

« The activites of game rooms are not
adequately limited in order to allow for|a
distinction from casinos and therefgre
exclude them from the scope of the
AML/CFT Act.

13. Suspicious transaction PC » Deficiencies in the incrimination of money

reporting laundering and terrorist financing could hgve
an impact on the reporting of suspiciqus
transactions.

* No clear reporting obligation covering fungds
suspected to be linked or related to, or tg be
used for terrorism, terrorist acts or by terrorist
organisations.

» Attempted transactions are not explicit
covered.

y

e Declining number of STRs give rise [o

2 The review of Recommendation 12 has taken intowticthose Recommendations that are rated in this
report. In addition it has also taken into accouhé findings from the '3 round report on
Recommendations 9 and 11.

12
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general concerns over the effectiveness of| the
system.
14. Protection & no tipping-off C
15. Internal controls, C
compliance and audit
16. DNFBP — R.13-15 & 21 PC Low number of STRs from DNFBRs
(effectiveness issue).
The same shortcomings as identified under
Recommendation 13 and Spedial
Recommendation IV apply.
17. Sanctions PC Senior management not included in the
sanctioning regime of the CIFE Act.
Range of sanctions under the Investment |Act
and the CIFE Act not broad enough.
Limited effectiveness.
18. Shell banks C
19. Other forms of reporting C
20. Other DNFBP & secur C
transaction techniques
21. Special attention for highe C
risk countries
22. Foreign branches an C
subsidiaries
23. Regulation, supervision LC No assessment of criminal records regarding
and monitoring members of the supervisory board of finangial
institutions other than insurance companies|.
No assessment of criminal records of persons
holding a qualifying interest in investment
fund management companies.
“fit & proper” requirements only applicable to

directors/executive officers and not to The

senior management of financial institutic

% The review of Recommendation 16 has taken intmatt those Recommendations that are rated in this
report. In addition it has also taken into accouhé findings from the '3 round report on
Recommendations 14, 15 and 21.
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(with the exception of investment fun

management companies).

24. DNFBP - regulation

Supervision of DNFPBs without state |or

d

supervision and monitoring = professional supervision understaffed
25. Guidelines and Feedback LC No guidance on CFT for DNFBPs
Institutional and  other
measures
26. The FIU PC There exist some deficiencies regarding [the
operational independence and autonomy of{ the
HFIU.
The absence of a timeframe in legislation [for
indirect access to information on a timely bdsis
in order to enable the HFIU to propeily
undertake its functions, including the analysis
of STR could undermine its operational
effectiveness.
The low number of case reports submitted to
law enforcement agencies for initiating
common and organised crime related ML
brings into question the effectiveness of the
HFIU as well as the absence of indictments
arising from the dissemination of STRs.
27. Law enforcement LC Insufficient focus on potential ML offenses
authorities and relatively low number of prosecutions and
convictions
28. Powers of competent C
authorities
29. Supervisors C
30. Resources, integrity and C
training
31. National co-operation C
32. Statistics PC Inadequate statistics on investigation and

prosecution of funds generating crimes

Coordination on gathering of statistics

S

4 The review of Recommendation 32 has taken intmatt those Recommendations that are rated in this

report.
Recommendations 38 and 39.

In addition it has also taken into accotimé findings from the '3 round report on
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undertaking a comprehensive review of the
effectiveness of the system on combating
money laundering and terrorist financing

lacking which prevents the authorities frjm
|

e It is not clear whether the Hungarian
authorities perform a regular overview of the
effectiveness and efficiency of the AML/CRT
system based on statistical analysis.

* No statistics on the outcome of STRs
forwarded to law enforcement agencies.

* No statistics maintained about on-site
examinations  conducted by DNFBP
supervisors relating to or including AML/CHT
and any sanctions applied.

* No detailed statistics related to mutual lepal
assistance.

* No statistics kept on MLA requests refused,
grounds for refusal, on the time required| to
handle them and on predicate offences related
to requests.

e Statistics of MLA by MoJLE and the
Prosecutor General's office not easily
available.

*« No statistics on other forms of international
co-operation.

33. Legal persons — beneficia C
owners
34. Legal arrangements — N/A

beneficial owners

International Co-operation

35. Conventions PC » Reservations about certain aspects of |the
implementation of the Vienna Conventign,
Palermo Convention and the TF Convention.

« Effectiveness of the implementing the
standards in relation to ML and TF give risg to
doubts.

e There is no definition of “funds” in the
Criminal Code.

 Financing of certain aspects of the
Convention for the Suppression of Unlawful
Acts against the Safety of Civil Aviation haye

15
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not been criminalised.

Legal persons do not appear to be liable i

practice for TF offences as required by UN
Convention.

36. Mutual legal assistance LC

(MLA)?

No formal timeframes which would enable
determine whether requests are being d
with timely, constructively and effectively.

The application of dual criminality ma
negatively impact Hungary's ability t
provide assistance due to shortcomi
identified in respect to the scope of the TF
ML offences.

Effectiveness cannot be demonstrated du
the absence of statistics on MLA requsg
relating to ML, predicate offences and TF.

37. Dual criminality

38. MLA on confiscation and
freezing

39. Extradition

40. Other forms of
co-operation

LC

Lack of detailed statistics undermines |
assessment of effectiveness

he

Nine Special
Recommendations

SR.I Implement UN

. PC
instruments

Implementation of UNSCRs 1373 is not
sufficient.

There is no definition of “funds” in th

Criminal Code.

Financing of certain aspects of t
Convention for the Suppression of Unlaw

Acts against the Safety of Civil Aviation are

not been criminalised..

Legal persons do not appear to be liablg
practice for TF offences as required by UN
Convention.

et

he
ful

in
TF

SR.II Criminalise terrorist

: . PC
financing

The Criminal Code does not provide for

an

® The review of Recommendation 36 has taken intowmicthose Recommendations that are rated in this
report. In addition it has also taken into accahetfindings from the3round report on Recommendation

28.

16
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offence of terrorist financing in the form of
provision or collection of funds with the
unlawful intention that they should be used or
in the knowledge that they are to be used by
an individual terrorist for any purpose.

e It is unclear whether the financing of terrorjst
organisations’ day to day activities are
incriminated, and collection of funds for
terrorist organisations’ day to day activities| is
not covered.

* No definition of “funds” as defined in the
Terrorist Financing Convention.

* No explicit coverage of direct or indirect
collection of funds/usage in full or in paft,
without the funds being used or linked tq a
specific terrorist act.

« The financing of certain aspects of the
Convention for the Suppression of Unlawful
Acts against the safety of Civil Aviation have
not been criminalised.

SR.III Freeze and confisca PC * Lack of awareness in the non-banking sector
terrorist assets of the UN and EU lists gives rise to concefns
of effectiveness of implementation.

e Within the context of UNSCR 1373, therel|is
no national mechanism for evaluation |of
requests to freeze the funds of EU internals
(citizens or residents).

* Hungary does not have an effective and
publicly known national procedure for the
purpose of delisting.

* Hungary does not have effective national
procedure for unfreezing, in a timely manner,
requests upon verification that the person or
entity is not designated person.

* The scheme for communication of actigns
taken under freezing mechanisms appears to
be fragmented and may not operate
effectively.

e Apart from the HFSA, there is no clear
supervision by other regulators of compliance
with SR.III and no clear capacity by them|to
sanction in the event of non-compliance.

» The deadline for freezing transactions (assets)
by the service providers is relatively short and
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that this is a significant gap in the system in
terms of having effective procedures to freeze
terrorist funds without delay.

SR.IV  Suspicious transactig PC * No clear reporting obligation covering fungds
reporting suspected to be linked or related to, or tg be
used for terrorism, terrorist acts or by terrofist
organisations.

* Deficiencies in the criminalisation of terrorist
financing limit the reporting obligation.

« Attempted transactions are not explicit
covered.

y

* Low number of STRs gives rise to concefns
over effectiveness of implementation.

SR.V Internationa LC * No formal timeframes which would enable|to
co-operatiof determine whether requests are being dealt
with timely, constructively and effectively.

e The application of dual criminality may
negatively impact Hungary's ability to
provide assistance due to shortcomings
identified in respect to the scope of the [TF
offences.

» Effectiveness cannot be demonstrated duge to
the absence of statistics on MLA requests
relating to ML, predicate offences and TF.

e Lack of detailed statistics undermines the
assessment of effectiveness

SR.VI AML requirements for C
money/value transfer serviceg

SR.VII Wire transfer rules C
SR.VIII Non-profit NC * No special review of the risks in the NRO
organisations sector undertaken.

» Insufficient outreach to the NPO sector on FT
risks. There is no formalised and efficient
system in place that focuses on potential
vulnerabilities.

* No clear legal provisions in place to require
and maintain information on NPOs purpo

® The review of Special Recommendation V has takEnaccount those Recommendations that are rated
in this report. In addition it has also taken imtocount the findings from the®3round report on
Recommendations 37, 38 and 39.
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and objectives in relation to their activities.

 No clear identification of those NPOs that
account for a significant portion of financial
resources under the control of the sector and a
substantial share of the sector’s internatignal
activities.

e No specific meaningful measures |or
sanctioning capability for the most vulnerable
parts of the sector.

SR.IX Cash Couriers PC ¢ No administrative ability to stop/restrain pr
seize in the case of ML/FT.

e Sanctions available are not effective,
proportionate or dissuasive.

« Deficiencies in the implementation of SR.
may have an impact on the effectiveness of
the regime.

e Lack of available statistics meant that the
authorities could not fully demonstrate the
effectiveness of the declaration system.

e The system is limited to movements beyond
the EU.(effectiveness issue)
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