COUNCIL  COMEER
QFEURQOPE DELEUROPE

COMMITTEE OF EXPERTS ON THE
EVALUATION OF ANTI-MONEY
LAUNDERING MEASURES AND THE
FINANCING OF TERRORISM
(MONEYVAL)

MONEYVAL(2011)5

Bulgaria

Progress report and written analysis by the
Secretariat of Core Recommendations!

11 April 2011

1 Second 3rd Round Written Progress Report Submitted to MONEYVAL




Bulgaria is a member of MONEYVAL. This progress report was adopted at MONEYVAL's 35t
Plenary meeting (Strasbourg, 11-14 April 2011). For further information on the examination and

adoption of this report, please refer to the Meeting Report (ref. MONEYVAL(2011)8) at
http://www.coe.int/moneyval

© [2011] All rights reserved. Reproduction is authorised, provided the source is acknowledged, save where
otherwise stated. For any use for commercial purposes, no part of this publication may be franslated,
reproduced or transmitted, in any form or by any means, electronic (CD-Rom, Infernet, etc) or mechanical,
including photocopying, recording or any information storage or refrieval system without prior permission in

wrifing from the MONEYVAL Secretariat, Directorate General of Human Rights and Legal Affairs, Council of
Europe (F-67075 Strasbourg or dghl.moneyval@coe.int).




Table of Contents

1. Written analysis of progress made in respect of the FATF Core Recommendations. 4

1.1 110 T 18 ox {0 o U00EN OO 4
1.2 Detailed review of measures taken by Bulgaria latien to the Core Recommendations.. 5
1.3 IMAIN CONCIUSIONS.....ueeueeeseeeuessseesssessssessssesssssessses s ssssessssessssss s s s s s s e st 14

2. Information submitted by Bulgaria for the second progress report...sssmssssssssssasas 16
2.1 General overview of the current situation and tleeetbpments since the last evaluation
relevant in the AMLICET FIEI..... o eeeesissesssessssesssssssssessssessssessssesssssssssssssssssssessssssssssssssssssssasssssssssesssssess 16
2.2 COre RECOMMENUALIONS. ...ccuueeueesseressesssessssessssessssessssessssessssssssssessssessssessssessssssssssessssessssessssessssessssssssasess 17
2.3 Other RECOMMENUALIONS.........ccueeeereeereeeseeisseessess s sessse s ss st s ssse s s s s st s s s s 41
24 SPECITIC QUESTIONS......ceeieesresseesseessseessessssessssssssesss s ss s s s s s s bR 69
2.5 Questions related to the Third Directive (2005/@&¥Eand the Implementation Directive
(2006/T0/EC).cuurerumeesmersssessssessssesssssssssssssessssssssssssssesssssssssssssssasssssssssssssssasssssssssesssssssssesssssssssssssssessssssssssssssssssssssssssssssnass 72
2.6 SHALISTICS  couueeueeere ettt esseee et bbb s bbb s b R AR R R 77

3. APPENUICES cttrrsmssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssasssasssassssssssssssssssssssesesE SR SRR ERERERRRRRRRR SRR R R RRR R RS 96
3.1 APPENDIX | - Recommended Action Plan to Improve &ML / CFT System.......cccceuvuunee 96
3.2 APPENDIX Il - Excerpts from relevant EU Dir@CHVES......c.oeeneenmeenmseseesssessseessessseesseeens 103
3.3 APPENDIX Il - Primary and secondary legislatiordasther enforceable means............. 105
3.4 APPENDIV [V — ACTONYIMS ... iiutiiretieureeseissersesseesssssesssesssssssssssssesssssssssessassssssssssssssssssssssssssssssssssssssnes 132

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




Bulgaria

Second 34 Round Written Progress Report

Submitted to MONEYVAL
1. Written analysis of progress made in respect of tHeATF Core
Recommendations
11 Introduction

1. The purpose of this paper is to introduce Bulgarisecond progress report back to the Plenary
concerning the progress that it has made to rentieelydeficiencies identified in the 3rd round
mutual evaluation report (MER) on selected Recondagans.

2. Bulgaria was visited under the third evaluationmdrom 22 to 28 April 2007 and the mutual
evaluation report (MER) was examined and adopteMBNEYVAL at its 26" Plenary meeting
(31 March - 4 April 2008). According to the proceets, Bulgaria submitted its first year progress
report to the 29 Plenary in March 2009.

3. This paper is based on the Rules of Procedurevesedein March 2010 which require a Secretariat
written analysis of progress against the core Revendations The full progress report is subject
to peer review by the Plenary, assisted by the B4&@m Country and the Secretariat (Rules 38-
40). The procedure requires the Plenary to befigatisvith the information provided and the
progress undertaken in order to proceed with tlptich of the progress report, as submitted by
the country, and the Secretariat written analysi#) both documents being subject to subsequent
publication.

4. Bulgaria has provided the Secretariat and Plendtly w full report on its progress, including
supporting material, according to the establisheshness report template. The Secretariat has
drafted the present report to describe and andalyeeprogress made for each of the core
Recommendations.

5. Bulgaria received the following ratings on the cBecommendations:

R.1 — Money laundering offence (LC)

SR.1I — Criminalisation of terrorist financing (LC)

R.5 — Customer due diligence (PC)

R.10 — Record Keeping (LC)

R.13 — Suspicious transaction reporting (PC)

SR.IV — Suspicious transaction reporting relatettoorism (PC)

6. This paper provides a review and analysis of thesmees taken by Bulgaria to address the
deficiencies in relation to the core Recommendati@@ection Il) together with a summary of the

! The core Recommendations as defined in the FASEquiures are R.1, R.5, R.10, R.13, SR.Il and SR.IV.



1.2

main conclusions of this review (Section Il). Tipiaper should be read in conjunction with the
progress report and annexes submitted by Bulgaria.

It is important to be noted that the present amaligecuses only on the core Recommendations and
thus only a part of the Anti-Money Laundering/Cotitogithe Financing of Terrorism (AML/CFT)
system is assessed. Furthermore, when assessigiegsomade, effectiveness was taken into
account, to the extent possible in a paper bassk &iew, on the basis of the information and
statistics provided by Bulgaria, and as such thsessment made does not confirm full
effectiveness.

Detailed review of measures taken by Bulgana¢lation to the Core Recommendations

Main changes since the adoption of the MER

Since the adoption of the MER and the First Pragiesport, Bulgaria has taken the following
measures with a view to addressing the deficienc@Entified in respect of the core
Recommendations, including:

* Important steps to overcome the difficulties emteted by Bulgarian judges with regard to
the mental element of money laundering, so thavictons could be made after determining
that laundered proceeds come from a general catedarime, and not from a particularised
offence committed on a specific date. The SupremertCof Cassation confirmed several
such convictions (8) and provided specific cladfions to serve as a basis for future
adjudication by courts.

e Training programmes have been developed and cosdlactd guidance has been issued by
the FIU and other supervisory authorities in ortierraise AML/CFT risk awareness for
financial sector (and DNFBP, though it is outsithe tscope of this secretariat review).
Statistics confirm that this approach has led tomaprovement in the total number and
structure of the STRs.

« A new law on the registration regime has introdutigtiter requirements for transparent
information on ownership structures and managemsgjitnes.

9. Bulgaria has also taken additional measures toeaddieficiencies identified in respect of the key

B.

and other Recommendations, as indicated in ther@segeport. However these fall outside of the
scope of the present report and are thus not tefldere.

Review of measures taken in relation to the CorBRecommendations

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

10. Deficiency 1 identified in the MEREnsure that all designated categories of offenaesfally

covered as predicates (insider trading and markenipulation and one aspect of terrorist
financing)) At the time of the 3rd round evaluation, the motayndering offence in Bulgaria had
an “all crimes basis. The list of crimes in domestic legislatias considered as comprehensive
and almost all of the designated categories ofnos required by FATF were covered. However,
market manipulation and insider trading, as itéserally understood, were not covered. Also, the
scope of terrorist financing was considered asfiitéently broad to cover all the aspects of SR |l.
The missing element relates to the provision otectbn of funds for any purpose (including
legitimate activities).



11. Insider trading and market manipulation are regaanh the Measures Against Market Abuse with
Financial Instrument Act, which contains clear digifons of the two and prohibits the use of such
behaviour under administrative liability, as oppbsaiminal liability, and are thus still not
susceptible to money laundering prosecution.

12. According to the Bulgarian authorities, at presentnew Concept for Criminal Policy of the
Republic of Bulgaria was adopted in July 2010. ®imvementioned Concept envisages the
elaboration and adoption of a new Penal Code. @tleeamain purposes of the new Penal Code is
to address the necessity to criminalise modernstgbesriminal activity, including those provided
for under the international agreements undertakethé Republic of Bulgaria. The timescale for
the drafting and adoption of the new Penal Codsstignated to be 2014.

13. It is understood that market manipulation and iesiglading are taken into consideration in the
concept of the new Penal Code, but no draft has pem/ided. Also, the deficiency in financing of
terrorism definition is intended to be coveredtia hew Penal Code, but no draft wording has been
provided.

14. It appears therefore that at least two issues ifikhtby the evaluators as deficiencies in the
predicate base for money laundering are being derel by the Bulgarian authorities (though over
a long time scale) under the review of the PenaleCbut the issues are not settled yet. Thus, the
deficiencies found by the evaluators remain.

15. Turning to effectiveness of implementation of R&jvbeen 2007 and 2011, the total number of
convicted persons was 103

16. The Supreme Court of Cassation confirmed severalicbons (8), and in addition, provided
specific clarifications on one of the cases, tleavas as a basis for future adjudication by courts.
Even though the decision is not obligatory for tbherts (apart from the parties to the specific Lase
it be used as a basis for proving intention.

17. According to the decision of the Bulgarian Supre@mrt of Cassation of March 2009 on a ML
case:

“For the fulfilment of the corpus delicti of MLt is irrelevant whether there were at all penal
proceedings for the predicate crime and what thee@me of such proceedings (if any) was. The
settling of the penal proceedings for the predicaime does not objectively hinder the possibility
for ML and therefore cannot preclude responsibifdy the latter. There is no requirement that the
crime from which the proceeds came should be aecahtertain kind...

Considering this, the corpus delicti of Art. 253r®. 1, as far as the object of the crime is
concerned, requires proving, without any doubt and categorical way, only the link between the
object and the predicate crime. This link can dlecestablished by the grounded conclusion of the
deciding court that there is no other possible legaurce of the property. During the proceedings
under Art. 253, Para. 1 of the Penal Code, theuwmstances about place, time, way of receiving,
amount of the “blemished” property resulting frotmet predicate crime, the specific type of the
same property, the place of storing (if this forhteed is not claimed against the defendant) do not
require clarifying, let alone the establishing aficcidence of the property (acquired as a result of
the predicate crime) with the property used under 263, Para. 1 of the Penal Code...

2 The total number of convicted persons, includeviaions which are not final.



18.

19.

The property can be acquired not only from crimediso from other act dangerous to the public
such as administrative/disciplinary violation, ¢igelict.”

If the above mentioned dicta is taken into corsitien by courts generally, from a desk review, it
appears likely that there should be some succeseif® party laundering, which is an important
indicator of the effectiveness of money laundegrigninalization. The effectiveness of the system
needs to be confirmed by further jurisprudence.

Comment was made in the MER that the use of susgesehtences in more than a half of the final
convictions raised questions as to the effective @dissuasive nature of the sanctions imposed for
money laundering. The use of suspended sentenpearmso be gradually reducing

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

20.

21.

22.

23.

24.

25.

Deficiency 1 identified in the MERNot clear if the offence as provided in the Buiga CC also
includes contributions for anpurpose (including legitimate activity®t the time of the on site
visit, terrorism financing criminalization in theeBublic of Bulgaria appeared to be quite wide,
covering the requirements imposed by internatiaoalventions and clearly covering collection of
funds for terrorist acts. However, the examinerd heservations on how the terrorist financing
offence could be applied more widely to cover thevision or collection of funds for any purpose
(including a legitimate activity) by a terrorist arterrorist group, such as supporting the family
while a terrorist is in prison. However, the aseessnoted that this might me a matter of
interpretation.

In the first progress report, the Bulgarian auti@si maintained that they do not consider that
amendment of art. 108a of the Penal Code is nagesmsscause the Bulgarian legislator decided to
use the widest wording possible.

At present, a draft of th€eneral partand a draft of th&tructure of the Special paof the new
Criminal Code are being elaborated by the Bulgaaiathorities. The Structure of the Special part
is differentiated according to the particular crim@he draft of the Special part of the new
Criminal Code is still under elaboration.

On this particular aspect, it appears that the &idg authorities only partially agree on the issue
related to the broader approach of SR Il descrédiexve. If they are to legislate in accordance with
the 3% round report, no new wording has so far been pexvby the Bulgarian authorities (even as
draft) and it appears that little concrete stepstmeen taken in this direction.

The reviewers of this progress report have the saewe as the evaluators and consider this issue
requires clarification in the way the evaluatordioad.

Deficiency 2 identified in the MERLiability of legal persons still limited to admstrative
accountability. According to the Bulgarian Criminal Code, criminliability could only be
imposed on a natural person who has committedngeciBulgarian criminal law does not provide
for criminal liability of legal persons. Howevehe law on Administrative Offences and Sanctions
provides for administrative liability of legal perss for criminal offences if a number of conditions
are met.

% Between 2007 and 2011 58 sentences were immedidtésasuspended.



26. In the first progress report it was stated thabetiog to the Programme for the Activities of the
Inspectorate at the Supreme Judicial Council fdd92Gspecial attention would be paid by the
inspectors on the implementation of Art 83 of tteion Administrative Offences and Sanctions
(liability of legal persons for criminal offences).

27. None-the-less at present, responsibility for ofeenby legal persons is regulated only under the
Law on administrative offences and sanctions, tirenative act which envisages the imposition of
property sanctions on legal persons for failurpadform their obligations.

28. It appears that this recommendation is not yet met

29. It is noted that there have been 3 STRs basednande of terrorism, but there is no evidence of
any finance of terrorism investigation, prosecutwrconviction. Thus, no useful comment can be
made on the effectiveness of financing of terrorgsiminalization in this desk review.

Recommendation 5 - Customer due diligence (rated Pia the MER)

30. Deficiency 1 identified in the MERIt was the view of the evaluators that the defimitiof
beneficial owner was not fully understood by atlaficial institutions)At the time of the on-site
visit, it appeared that banks were familiar witle lequirements to identify beneficial ownership
and did perform CDD measures. The BNB indicated ithspecifically reviewed the clients’ files
for compliance with the requirements to locate ahdhecessary, declare beneficial ownership.
Based on the information supplied, failure to abtaeneficial ownership had not been sanctioned
by the Bulgarian FIU, and it was suggested thagjeneral, grater emphasis should be placed on
supervision and education of financial instituti@msthe beneficial ownership requirements.

31. Measures taken by Bulgarian authorities in thipeesconsist of:

* ongoing annual training sessions of banks andhéii@ institutions regulated by BNB with a
special focus on establishing the ultimate berafiwivners. The information presented to the
sector was based on material prepared by the AMic@umittee to the Joint Committee of
EU Banking Authority, European Securities and M#sk&uthority and European Insurance
and Ocupational Pensions Authority.

« Trainings provided by the Bulgarian FIU in 2009-2Gb the obliged entities under LMML
In 2009 trainings were provided to the banks (tvaintngs, including one based on a specific
request by a bank), investment intermediaries aadagement companies. Regular meetings
were also held with representatives of obligedtiesti In 2010 trainings were provided to
banks (specific request by two banks and 3 meetiitlsthe specialized units for AML/CTF
in the banks), the Stock Exchange and the CengpbBitory. In 2010 there were also several
meetings of the experts of the FIU with insurersl d@asing companies related to risk
assessment.

32. In addition, the Bulgarian FIU actively checks tbempliance of the obliged entities with the
requirements for identification and verification thfe beneficial owner. Relevant sanctions have
been imposed (statistical information on superyidordings were supplied). The infringements
found mainly refer to identification and verificati of the beneficial ownership of complex
corporate structures especially in the case of gimck companies whose shares are publicly traded
on a regulated market.

4 AML domestic Law



33. According to the Law on the Commercial Registergadments of 2008) all commercial vehicles
should transfer their registration to the new comuiaé register of the Registry Agency and a wide
array of information is currently provided on themr@rship and management structures of the
commercial vehicles that have completed their dutgler the amended Law on the Commercial
Register.

34. The Amendment and Supplements of the Financial 1Sigien Commission Acts introduced the
obligation for disclosure of information on the gp@ns who are beneficial owners of entities
supervised by the Financial Supervision Commis§i8C). Thus disclosure of all natural persons
who own 5 and over 5 per cent of the voting rightthe general meeting or from the capital of the
respective entity, supervised by FSC. The inforamais publicly available (published on FSC web
site).

35. The Bulgarian authorities have clearly upgradedr tiseipervision and education system on
beneficial owner requirements. From a desk revisupported by comprehensive statistics, it
appears that this recommendation was fully adddelsgeéhe Bulgarian authorities.

36. Deficiency 2 identified in the MERODbligation to perform full CDD measures for terigis
financing should be required in the lawfBulgarian legislation and regulation on financial
institutions’ duty of diligence concerning customend transactions were described in tfe 3
round MER as fairly satisfactory. All financial titetions have specialised units for customers’
identification. However, it was assessed that thlgyation to undertake CDD measures for terrorist
financing should be required in the law.

37. In the first round progress report, the Bulgariatharities stated that on the occasion of on-site
inspections, experts from F&@xamine the AML/CFT rules and ensure they areni@ With the
relevant law’s requirements, as well as whetherpttoeess of customer identification is executed
correctly and all the documentation is requiredob®fa money transaction is made or an order
executed.

38. According to the Bulgarian authorities, the obligatwill be provided for with the amendments to
the LMFT®. The draft Law that was coordinated among Bulgaitistitutions in February 2011, is
to be discussed in the Council of Ministers in Ma911 and will be presented to Parliament in
early April 2011. The proposed amendments to ArB&a. 3 LMTF stipulate that:

“(3) The persons under Art. 3, Paras. 2 and 3 & taw on Measures against Money Laundering
are obliged, whenever a suspicion for terroristaficing emerges, to carry out identification of
clients and verification of their identity related the suspicious operation or transaction, under
the terms of Art. 6 of the Law on Measures agaviehey Laundering, to gather information
concerning the deal or operation pursuant to Artof/the Law on Measures against Money
Laundering and to immediately notify the Finandigklligence Directorate of the State Agency for
National Security as well, before the operationt@nsaction is performed, while delaying its
implementation within the admissible period laidwio by the legislative regulations on the
relevant type of activity. In such cases, the Agestall exercise the powers vested therein under
Articles 13 and 18 of the Law on Measures againstd§y Laundering.”

(See Appendix Ill, Annex 3 for the full text of dheendments and compleménts

® Financial Supervision Commission

5 CFT domestic Law



39.

40.

41.

42.

43.

44,

45.

46.

47.

Hence, it appears that the Bulgarian authoritie® ltaken steps towards meeting the MONEY VAL

recommendation, first (in the absence of the eitgdégal provision), by imposing CDD measures

in practice, and then, by preparing amendmentkddaw so the wording makes specific reference
to the CDD obligation on suspicions of financingtefrorism. The approval of the Law as well as

the final provisions of the text will be reviewetthe 4' round evaluation.

Deficiency 3 identified in the MERLack of guidance on applying simplified due dilige).
Bulgarian legislation stipulates that under thenteiand conditions provided for in the RIMNJL
and after assessing the potential risk, credit @mancial institutions can apply simplified or
extended measures when undertaking identificatidhedr clients and verification of their identity.
At the time of the on site visit, a limited categaf “low risk” clients was prescribed: a brancheof
foreign licensed in Bulgaria, and a bank of the M&mber States. There was no formal guidance
on measures for simplified due diligence. Howevee, Bulgarian authorities stated that the FIU
has provided informal guidance at the requestefittancial institutions.

Following the 3 MER recommendation, guidance on applying the sfiadldue diligence was
issued by BNB, Financial Supervision Commission tnedFIU.

In addition, BNB has organized workshops for theksaand the regulated financial institutions to
discuss the requirements of simplified CDD andRHg provides guidance to the obliged entities
on the application of simplified CDD on an ad hasis and as part of the trainings and regular
meetings with the representatives of obliged eiti

With the FIU, BNB and FSC issuing guidance addressimplified CDD requirements backed by
training provided to the reporting entities, it epps that the recommendation was fully
implemented by the Bulgarian authorities.

Deficiency 4 identified in the MER(Requirement to verify source of funds was noly ful
demonstrated throughout the financial sectdfhere is an explicit obligation in LMML that
requires a “source-of- funds” declaration prior éffiecting a transaction or deal at a value
exceeding BGN 30,000 or its equivalent in foreigmrency or, respectively, exceeding BGN
10,000 or its equivalent in foreign currency whpagment is made in cash. If the customer or the
person entering into a business relationship isired to present a “source-of-funds” declaration
declines, the obliged entity shall refuse to eritesuch a relationship. No money order or a
transaction will be executed.

According to the Bulgarian authorities, annual vetréps, organized by BNB for the banks and
financial institutions, addressed the process tdbtishing the sources of customers’ funds. The
discussions were based on the legal requiremedtsraa practical case.

It is now stated that the obliged entities undedtand apply their obligations. The issue is
nevertheless included in training provided to fitiahinstitutions and is one of the focuses of the
on-site inspections of the FIU. In 2009 inspectiamse carried out in 26 financial institutions and
infringements of the obligation related to the seuof funds were found. Eleven infringements of
this obligation were found in 2009 and ten in 2010.

The Bulgarian authorities are addressing this recendation.

"Rules on the Implementation of AML Law
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48.

49.

50.

51.

52.

53.

54.

55.

Deficiency 5 identified in the MERThe evaluators found that some financial insititos needed
more training on risk assessmenBulgarian authorities used a multidisciplinary ktégrce to
assess comparative risks throughout the financidl BNFBP sectors. Additionally, they used a
plan for on site inspections based on such an sreses. At the time of the™3MER, some
financial institutions had special software to asssustomer risk and others had opened tenders for
such software. However, no formal training prograenon risk assessment was available for
financial institutions and DNFBP.

Following the recommendation, four-day training ss@ss were organized for the financial
institutions regulated by BNB to explain the im@gorte of risk assessment and its influence on the
activities and reputation of the institutions. Resfrer trainings were held for banks. Risk
assessment and the implementation of group polie@e discussed from the legal and practical
points of view.

Trainings were also provided by the Bulgarian FIu.2010 there were several meetings of the
experts of the FIU with insurers and leasing congrmarelated to risk assessment. Meetings were
held also with the association of the insurancekdm® with a view to elaborating and applying
unified internal rules throughout the sector.

In addition, the 2010 Phare Twinning Project o fhinancial Supervision Commission (FSC)
focused in one of its activities on improvementtioé capacity of the FSC in the AML sector
through provision of training on the EU best preesi.

From a desk review it appears that the Bulgarighailies have taken steps in order to properly
address training on the risk assessment issueefféwiveness of this is to be determined in tfe 4
round evaluation.

Deficiency 6 identified in the MERWIth the exception of banks, financial institnsmeed to work
harder to raise awareness and be effective in Ci@ diligence)t the time of the % round
evaluation on site visit, there were several argaare effective implementation of CDD measures
was a concern across the financial sector. It vealear whether non-bank financial institutions
had procedures covering the beneficial ownershipsamurce of funds. The general understanding
of these areas did not appear to be as robustths lmanking sector.

Following the recommendation, one of the main tepitthe workshops organized subsequently by
BNB for the banks and the regulated financial tnsbns was dedicated to CDD measures and
process. Case studies were presented and discudsedssue was also subject to training and
meetings in 2009 and 2010, with the obliged ersti(agart from banks) from the insurance sector,
investment intermediaries, management vehiclesjrigacompanies, the Stock Exchange and the
Central Depository.

From a desk review it appears that the Bulgarighaities are upgrading their awareness raising
and training mechanisms. The effectiveness of tlisains to be determined in th& dound
evaluation.

Recommendation 10 - Record Keeping (rated LC in th&#ER)

56.

Deficiency 1 identified in the MER Tfansactions records should be sufficient to permit
reconstruction of individual transactions so asptovide, if necessary, evidence for prosecution of
criminal activity)ln Bulgarian legislation, the obligation to maimtaiecords for the transactions is

covered by LMML and the RIMLLM. In addition, theaerd keeping internal procedures adopted

11



by the reporting entities must be approved byDhector of the FIU. The obligation to ensure that
record keeping includes both domestic and intesnatitransactions is prescribed by the generic
terms “transactions and operations”. It was notet the language is quite broad and may not
provide sufficient guidance in order to reconstffutincial records.

57.In following up the above mentioned deficiency, tBelgarian authorities advised that no
infringements relating to transaction records wetend during the on-site inspections. In addition,
the experience of the department responsible feratialysis of STRs within the Bulgarian FIU
shows that transaction records are sufficient tmplete the analysis of transactions and for
gathering the necessary information based on régjbgdaw enforcement authorities.

58. Deficiency 2 identified in the MERThere is not a requirement in law or regulation keep
documents longer than five years if requested bgrapetent authoritf)he Bulgarian AML Law
obliges subject persons to maintain for a period gkars the data about the customers and the
documents relating to the transactions and opewataarried out. However, the record keeping
obligation does not seem to require obliged persokeep records for a longer period if requested
to do so by a competent authority, regardless dthdr the business relationship is ongoing or has
been terminated.

59. According to the Bulgarian authorities, at the prastime, the issue is still under consideration
between the responsible institutions and is notm#eketo be an impediment to the successful
investigation and prosecution in the overview af #ystem made for the purposes of providing
guidelines for ML investigations (as included ie tHandbook for Investigation of ML).

60. The recommendation is not yet implemented.

61. Deficiency 3 identified in the MERCertain DNFPBs record keeping was only for tax cbhamge
purposefnalyzing the identified deficiency, Bulgarian aotlies maintain that the on-site
inspections performed in 2009 and 2010 by the RHdgeting DNFBP (a total of 37 on-site
inspections for both years) did not reveal anyimgements of the legal provisions on record
keeping. Whenever requested by the inspectorslbftie client files and the files of transactions
and deals were presented to them. The Bulgariahokities should none-the-less keep this issue
under review in on going inspections.

Recommendation 13 — Suspicious transaction reportin (rated PC in the MER)

62. Deficiency 1 identified in the MERAttempted transactions are not explicitly covér&dcording
to the Bulgarian authorities, explicit provisionsvering attempted transactions were included in
the amendments to the LMFT and LMML. The draft Lesmo be discussed in the Council of
Ministers in March 2011 and will be presented tdiBaent in early April 2011. The provisions of
the draft laws are as follows:

LMFT, proposed complement to Art. 9 (a new Para. 4)

“(4) The obligation for notification under Paras.and 3 also applies to the attempt to carry out an
operation or transaction aimed at financing of wism, as well as to the means which are
suspected to be related or used for terrorist @ctased by terrorist organizations and individual
terrorists.”

LMML, proposed complement to Art. 11 (a new Paja. 5

“(5) The obligation under Para. 1 also arises irethases when the operation or transaction have
not been completed”.

12



63.

64.

65.

66.

It appears that the Bulgarian authorities are asdiing the issue raised in th& B1ER. An
appropriate text is provided in the draft law, whié adopted in these terms should meet the
recommendation.

Deficiency 2 identified in the MERInsider trading and market manipulation are noegicate
offences and therefore not covered by the reporbigation) See Recommendation 1, Deficiency
1.

Deficiency 3 identified in the MERThere are few STRs from non—banking financialiturtgins
(effectiveness issue)ccording to the statistics provided by the Bulgarauthorities, the number
of STRs received in 2009 and especially 2010 shavesear increase of non-banking financial
institutions’ awareness with regard to AML/CFT raggments. Such an outcome seems to be a
result of the training efforts of the FIU and supsion authorities and the on-site inspections.

Apart from the non-banking sector, the overall nembf STRs produced by the financial system
show a constant increase in number.

67. It appears that the above mentioned deficiencgisghaddressed.
Special Recommendation IV— Suspicious transactioneporting related to terrorism (rated PC in
the MER)

68. Deficiency 1 identified in the MERNo reporting obligation covering funds suspediedbe linked

69.

70.

or related to, or to be used for terrorist acts loy terrorist organisationgjhe issue is not solved
yet, though it is being addressed by the Bulgaaathorities by the redrafting of the wording of
some paragraphs of the LMTF law, as follows:

§ 2. In Art. 9 the following amendments and complsishall be included:

1. Para. 3 shall be amended as follows:

(3) The persons under Art. 3, Paras. 2 and 3 oL on Measures against Money Laundering
are obliged, whenever a suspicion for terroristficing emergego carry out identification of
clients and ...... to immediately notify the Finandrgelligence Directorate of the State Agency for
National Securityas well, ......

2. A new 8 1 with the following text shall be cesht

“8 1. Under this Law financing of terrorism shaklthe direct or indirect, illegal and intentional
provision and/or collection of financial funds, dimcial assets or any other property and/or
provision of financial services with the intentitrat they will be used or with the knowledge that
that they will be used, completely or partially; émmmitting terrorisnwithin the meaning of the
Penal Code.”

Moreover, a new para 4 has been drafted with thewimg wording:

The obligation for notification under Paras. 1 aBdalso applies to the attempt to carry out an
operation or transaction aimed at financing of tmsm, as well as to the meamgich are
suspected to be related or used for terrorist actsised by terrorist organizations and individual
terrorists

In the light of the new text of the draft AML Lawappears that the issue identified in tHeMER
will be partially covered. The proposed revisedrdtbn of terrorist financing refers to

financial funds, financial assets or any other gy and/or provision of financial services ... to
be used, completely or partially, for committingéeism within the meaning of the Penal Code
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71.

72.

73.

74.

75.

76.

77.

78.

13

79.

(by that meeting the first part of the recommeradgti but the reporting obligation would, if this is
enacted, extend to any assets thatsaspected to be related or used for terrorist aetsised by
terrorist organizations and individual terrorists

Legislation for the reporting obligation in the anaill nonetheless be incomplete for the system as
a whole if the legal provision (for financing ofrterism) is not similarly broadened and clarified.
The final text of the Law will need to be carefutignsidered in the™devaluation.

Deficiency 2 identified in the MERClear provision needed that STRs must be field ptigiyilrhe
Bulgarian LMFT Law provides that subject personallshe obliged on occurrence of doubt of
financing of terrorism, to inform the Minister afterior and the FIU. Unlike the requirement of Art
11 of the AML Law, which requires reports to be madtbrthwith”, the art. 9(3) of LMFT Law
does not use the word promptly and it is recommehat this should be clarified.

A provision for “immediate” filing of the reportauspected to be linked to TF is included in the
proposed amendments to the LMFT.

The provision is not yet implemented. The issue &l need to be followed up in thé"4ound
evaluation.

Deficiency 3 identified in the MERThe obligation to report attempted suspicious temt®ns of
financing of terrorism is not explicitly coveredccording to the Bulgarian authorities, explicit
provisions covering attempted transactions weréuded in the amendments to the LMFT and
LMML that were coordinated between institutions kebruary 2011. The draft Law is to be
discussed in the Council of Ministers in March 204dd as stated above be presented to
Parliament in early April 2011.

However, the above mentioned Law is not in force ye

Deficiency 4 identified in the MEROnly 2 reports filed by banks and the industry ashole do
not seem to be well-versed in this requiremélite Bulgarian authorities stated that there isran o
going campaign of awareness-raising in the framkwbregular meetings with representatives of
reporting entities and on-site inspections. TheBBfficial website contains updated information
on the legal acts adopted at the EU level in rdspégestrictive measures against countries,
individuals, legal persons and organizations rdldate terrorist activitiesTrainings and regular
meetings of FID-SANS with the obliged entities haweduded the issue of TF reporting.

Deficiency 5 identified in the MERFUrther education needs to be conducted on filrgotist
financing reports).The Bulgarian authorities stated that the trainiagd regular meetings of the
FIU with the DNFPB (described under R.5 Deficie@@yhave included the issue of TF reporting.
However the number of STRs filed on suspiciongeaforism by DNFBP is limited to 1 received in
2008.

Main conclusions

The report on the Core recommendations shows tiraerous developments have occurred which
address major issues raised by the evaluators &nchvare improving effectiveness of money

laundering criminalization and the implementatidnC&dD measures. The Penal legislation still

needs to be completed with regard to some desigrategories of predicate offence and criminal
liability of legal persons is also still to be adssed.
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80.

81.

82.

83.

The Customer Due Diligence is being actively adsidsby the Bulgarian authorities, with a focus
on awareness-raising, training, risk assessmenpieaadice. Serious training and awareness raising
programs have been developed and implemented byltheand other supervisory authorities.
However, the legal obligation to perform full CDDrfterrorist financing is not still implemented
but should be provided for with the amendmentshi® ltaw on Measures against Financing of
Terrorism (LMFT).

Regarding the SRIl and SRIV (rated LC and PC in¥eound MER) the desk review notes the
progresses designed in the draft new legislation,atso a potential inconsistency between the
proposed definition of financing of terrorism f@porting purposes in the LMFT and the definition
of the financing of terrorism crime, in that th@ogting obligations are wider. That might lead to a
situation where a reported suspicious transactabsequently disseminated by the FIU to law
enforcement authorities, might fall out of the seopf financing of terrorism crime. This
inconsistency should be avoided.

There is a welcome progress and developing jwdgrce in respect of ML criminalization.
Bulgaria is encouraged to continue challenging ¢baerts with the more difficult (third party)
laundering cases, particularly where there is exddefrom which a court can draw the necessary
inferences of either the underlying predicate amatity or of knowledge that relevant property is of
criminal origin. In this way the jurisprudence shkibbecome more clearly established.

As a result of the discussions held in the contéxhe examination of this second progress report,
the Plenary was satisfied with the information jed and the progress being undertaken and thus
approved the progress report and the analysis efptiogress on the core Recommendations.
Pursuant to Rule 41 of the Rules of procedure ptiogress report will be subject of an update in
every two years between evaluation visit (i.e. Ap813), though the Plenary may decide to fix an
earlier date at which an update should be presented
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2.

2.1

Information submitted by Bulgaria for the second @gress report

General overview of the current situation antet developments since the last evaluation

relevant in the AML/CFT field

Position at date of first progress report (18 March2009)

Since the adoption of the assessment report atMO®&EYVAL 26" plenary meeting (31.03-
4.04.2008) the general framework of Bulgarian AMEXCsystem did not change.

November 2007 draft amendments to the Law on Measagainst Money Laundering /LMML/ and
Law on Measures against Terrorist Financing /LMM&$ been adopted in order to transpose the 3rd
AML/CFT Directive of EU.

December 2007 draft amendments to the Regulatiangh® Implementation of LMML have been
adopted in order to transpose the 3rd AML/CFT Divecof EU.

February 2008 draft amendments to the Law on Flinaissfers, Electronic Payment Instruments and
Payment Systems have been adopted. They introdackcense regime for money remittance
companies;

April 2008 the registration authority for bureaug dhange was changed — the new registration
authority is National Revenue Agency instead offHé /Financial Intelligence Agency/, because of
its incorporation in the structure of newly estslwid agency — State Agency for National Security.
January 2008 a new state agency was establishtate- S&gency for National Security (SANS). It
merged in its structure 3 former existing stateié®d- National Security Service, Mol; Military
Counterintelligence, Minister of Defence and Buigar~IU- Financial Intelligence Agency, Minister
of Finance. The purpose to establish this new agenestructuring the national security sector and
achieving better results and interaction of stadelies involved in the fight against corruption,
organized crime and money laundering;

Beginning of 2008 Bulgarian FIU was transformednircndependent agency, subordinated to the
Minister of Finance into unit of SANS, but it preged its operational independence;

August 2008 the Ministry of Interior also undertazikanges — now it has 5 chief directorates. One of
these chief directorates, named Criminal Police eChbirectorate, merged the former Chief
Directorate for Combating Organized Crime and EooisdPolice. The new directorates are named
Counteraction to Organised and Serious Crime Dirateé and Counteraction to Common Crime
Directorate. The purpose was to improve interactiithin Mol itself and its efficiency.

New developments since the adoption of the first pgress report

March 2009 - A registration regime was introduced for finandaredtitutions performing activities under

art.3, para.l of Law on Credit Institutions. Thegis&ration regime has introduced requirements| for

transparent ownership structure and fit and propguirements for managers.

March 2009 and December 2010 Banks are obliged to update on a periodic bdsss internal rules

and procedures for monitoring the risks including tisk related to ML/TF. Banks have to improve the

preventive systems against ML/TF following the bestctices. An efficient reporting line is requekste
to be established covering any encountered weaks@sshe organization of the banking activities.

October 2009 —The Ministry of Interior was restructured to restahe Chief Directorate Combating
Organized Crime as a chief directorate that issnbbrdinated to the Chief Directorate Criminal &l

The aim was to optimize the activities of the Minisof Interior and enhance the counteraction of

organized crime.
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December 2009 A full set of new criteria and indicators for detieg suspicious or unusual operatigns

based on analysis of risk was elaborated for thigexdbentities in 2009 and published on the web aif]
the Bulgarian FIU.

2009- A Handbook for the Investigation of Money Launidgrwas elaborated in cooperation among

the Supreme Prosecution of Casssation, the Natibwestigation Service, the Ministry of Interiota&

Agency for National Security, the Commission fortdbdishing Proceeds of Crime (CEPACA). The
handbook is a way to facilitate the work of LEAsneéDof the focuses of the handbook is that|the

investigation into the assets should accompanyawgestigation for acquisitive crime.

January-November 2010 -The system for assessing the priority of the casesfurther elaborated in

2010 by introducing a detailed set of criteria dsaais for the decision to open the respective tfp

case — an operational case or a case for inforniatialytical purposes. The system allows for enbdnc

selection of the STRs that need further analysisgathering additional information in order to iease
the effectiveness of the disclosures to LEAS.

February 2011 -Amendments to the Law on Measures against Fingrafif errorism (LMFT) and thg

1%

D

Law on Measures against Money Laundering (LMML) evesoordinated among the Bulgarign

authorities, ensuring the fulfilment of the reconmuiations in regard to attempted transactions reygprt

as well as complementing the list of obliged eetitiThe amendments are expected to be adopteea by th

Parliament by April 2011 and immediately enter iftce.

February 2011 -The Law for Limiting Payments in Cash was publiire the Official Gazette on 22

February 2011 and entered into force on 26 Febr2@ty, limiting payments in cash over 15 000 BGN
(equal to about 7 500 EUR). As a result of this Iawe categories of persons are no longer obliged
entities under the LMML — the traders in goods wpagment is in cash and is over 30 000 BGN (about

15000 EUR) (Art. 3, Para. 2, Item 24 LMML) and tthaders in motor vehicles when payment is

in

cash over 30 000 BGN (Art. 3, Para. 2, ltem 21 LMMRlease see Appendix lll, Annex 5 for the text

of the Law.

February 2011 —Strategy for National Security was adopted byBh&garian Parliament. The Strategy

provides for the following priorities in regard fioancial security: maintaining financial sectotagrity

through the AML/CTF measures; effective cooperatiith the private sector for limiting grey
economy and further elaborating mechanisms to ptewvaoney laundering. (A strategy for

counteracting money laundering is currently undscussion among the Bulgarian authorities with the

participation of the private sector and NGOs.)

2.2 Core Recommendations

Please indicate improvements which have been madespect of the FATF Core Recommendations
(Recommendations 1, 5, 10, 13; Special Recommeandalti and 1V) and the Recommended Action Plan

(Appendix 1).

Recommendation 1 (Money Laundering offence)

Rating: Largely compliant

Recommendation| Not all designated categories of offences are fallyered as predicates (insid
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of the
MONEYVAL
Report

trading and market manipulation; and one aspedeaforist financing).

Measures reporte
as of 18 March
2009 to implemen
the
Recommendation
of the report

Insider Trading and Market Manipulation are regedain the Measures Against
Market Abuse with Financial Instruments Act (Progaied, SG, No|
84/17.10.2006, effective 1.01.2007, amended andplsoented, SG Na.
52/29.06.2007, effective since 3.07.2007). This Achtains clear definitions of
market manipulation and insider trading as welbahibitions thereto (Art 8 41).
Chapter VII regulates the administrative liabilagd the penalties for violations pf
the Act: According to Art. 40 para 1 any person wémmmits or admits the
committing of an offence under Art. 8 - 11 shallli@ble to a fine from BGN 20
000 to 50 000 (10 000 — 25 000 Euro) if the actsdoa constitute a crime. Under
para 2, in case of a repeated offence the fineoim BGN 50 000 to 100 000 (25
000 — 50 000 Euro).
In case of non-compliance with an imposed coeranministrative measure, those
who have committed the act and those who have aflatvshall be liable to a fing
from BGN 5 000 to 20 000 (2 500 — 10 000 Euro).
Those who aid, abet and conceal a crime are alsaliped, taking into account the
nature and extent of their involvement.
For the same offences property sanction are impasetegal entities and sole
traders as follows: from BGN 50 000 to 100 000 @29 — 50 000 Euro) and in case
of a repeated offence - from BGN 100 000 to 200 (50000 — 100 000 Eura).
Assets acquired as a result of the offence shatidnéiscated in favor of the Sta
to the extent to which they cannot be refundedhéodamaged persons.

The protocols for the establishment of offenceslidba drawn up by official
authorized by the deputy chairman of the FinanSigbervision Commission, and
the penalty warrants shall be issued by the De@higirman. The establishment |of
offences, the issuing of, appeal against and eafoent of penalty warrants shall
carried out in accordance with the Administrativiel&tions and Sanctions Act.
According to Art. 33 para 2 of the Administrativeolations and Sanctions Act, |f
an act of violation against which an administragpemal proceeding have begn
initiated is established to constitute a crime hspiceedings shall be discontinued
and all materials shall be forwarded to the reléymasecutor. Thus insider trading
and market manipulation may be prosecuted as criewever, because of the
fact that the Penal Code does not contain explititbir criminalization as separate
crimes, their inclusion in the Penal Code is urdigtussion:

Since December 2007 the Advisory Council on Crimitalicy with the Minister o
Justice works on the Concept for Criminal Policytlod Republic of Bulgaria and
new Penal Code, including through the engagemeatbobad circle of practitionets
and academics from the criminal and legislativédfidhe special expert group @at
the Council has already discussed the issue wighioi#xincrimination of inside
trading and market manipulation in the new Penale€CdConsideration has been
given also to the need of full reflection of thequeements of international
conventions in the provision stipulating financwigerrorism. In order to provoke|a
broad discussion, the main ideas of the MJ foiGbercept for Criminal Policy wer
published on the Internet site of the Ministry afstice on 9 December 2008
inviting comments and suggestions of interesteditut®ns. At present th
statements and proposals received are being sumadadnd a new Concept
document will be published at the end of March 20D®ereafter the concept for
new Penal Code will be drafted, where insider trgdmarket manipulation and the
full range of financing of terrorism will be incled.
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Measures taken
to implement the
recommendations
since the
adoption of the
first progress
report

Since the elections for a new government held ily 2009, a comprehensi\je

review of the Concept for Criminal Policy was cadriout. As a result a Concept

or

Criminal Policy of the Republic of Bulgaria for tiperiod 2010 — 2014 was adopted

in July 2010. The abovementioned Concept envistigeslaboration and adoption

of a new Penal Code. One of the main purposesisni¢hv Penal Code to addre

the necessity to criminalise up-to-date types ahicral activity, including due tg

international engagements of the Republic of Budgar

At present, a draft of the General part and a drfatthe Structure of the Special part

of the new Criminal Code are elaborated. The Strecof the Special part
differentiated according to the particular crimes.

Currently, the draft of the Special part of the n&siminal Code is unde
elaboration. Within the process of elaboration,réligh discussion concernir
money laundering and financing of terrorism islicdming.

Recommendation
of the
MONEYVAL
Report

Liability of the legal persons remain limited toraihistrative liability.(R.2)

Measures reporte
as of 18 March
2009 to implemen
the
Recommendation
of the report

Liability of legal persons for criminal offencesiciuding money laundering was
introduced in September 2005 by amending the LavAdministrative Offences

and Sanctions. The Law provides for a monetarytganof up to BGN 1 million
(approximately 500 000 Euro) but not less than dmeount of the advantag
obtained or that could have been obtained. Coriftstaf the proceeds of crime
also provided by the Law. The sanctions shall beosed irrespective of the per
responsibility of the physical perpetrator. The Lpmvides also for regulation ¢
the procedure for imposing sanctions on legal persafter its introduction in 200
this institute has been widely applied by prosesutind judges and is asses
positively by them.

The issue of criminal liability of legal personshkising discussed in different par

of legal society in Bulgaria.

The opinions received within the framework of dission on the new Concept f
Criminal Policy (expected to be published till taed of March 2009- see aboy

are controversial. It is still not decided whettiee Concept would include such

fundamental change in Bulgarian legal theory.
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According to the Programme for the Activities oétmspectorate at the Supreme

Judicial Council for 2009 special attention will baid by the inspectors on the
implementation of Art 83 of the Law on Administrati Offences and Sanctions

(liability of legal persons for criminal offenceg)he analysis of the monitoring wi
show whether next steps in this direction will bad®.

Measures taken
to implement the
recommendations
since the
adoption of the
first progress
report

The principle for the personal character of thenoral liability — meaning that

punishment could be imposed solely on a naturasquerexists ever since the

adoption of the Bulgarian Criminal Code in 1968.

The issue concerning the responsibility of legakpes is regulated under the Law

on administrative offences and sanctions, which adapted in 1969. Ever sin¢
the adoption of the abovementioned Law, the lqidet. 83 — of that time) is thg

only normative act which envisages the impositibrpmperty sanctions on leg

persons for failure to perform their obligationsas®@d on that principle, th

regulation laid down in the Law on administrativBeaces and sanctions w.
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further developed in 2005 through the adoptiorhefrelevant provisions — Art. 83

a
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— Art. 83f (please see above).

Recommendation
of the
MONEYVAL
Report

Almost half of the final convictions on money laenitg were dealt with suspended

sentences of imprisonment, fact which raises questiwith respect to th
compliance with the requirements of “effective @igsuasive sanctions.(R.2)

Measures reporte
as of 18 March
2009 to implemen
the
Recommendation
of the report

Statistics confirms that Bulgaria has one of thghbst numbers of convictions f

money laundering. The tendency in the last yeawsltbat courts impose sentenc

without suspension of their implementation.

Measures taken
to implement the
recommendations
since the
adoption of the

In 2006-2010 effective sentences were adjudicatedb¥ persons and suspend
sentences for 46 persons. The suspended sentenagsually adjudicated when &
agreement is reached between prosecution and cefendhich entails thg

immediate entering into force of the conviction ahé possibility to forfeit the

respective property.

first progress

report

Recommendation | Difficulties of proof of intention need further addsing on guidance or legislatig
of the | to address effectiveness issues.(R.2)

MONEYVAL

Report

Measures reporte
as of 18 March
2009 to implemen
the
Recommendation
of the report

The difficulties mentioned by some practitionersiig the onsite visit as regarg
proving intention for money laundering are consideto be overcome by th
judicial practice.

In October 2008 a very important sentence was prnoced and made public by tk
Supreme Cassation Court (the Supreme Court upgheldiecisions of the Sofi
District Court and the Sofia Appelate Court in mpdaundering case related

bank fraud) which brought clarity in the interpteia of the conditions needed

prove intention in money laundering: In this seotethe court states: “Differin
from concealment, in case of money laundering ads necessary the predice
crime to be finally proven with the instrumentsstixig under the Penal Procedt
Code. Otherwise it would mean one to accept thatayjdaundering could not b
fulfilled. For the predicate crime or the othet dangerous to the public (Art. 25
para 1 Penal Code) only general data must be &s$tal This is the case becal
normally this activity is related to drug trafficig and/or trafficking of huma
beings or other actions for which there are no es@ences and which cannot

investigated under the normal penal procedure.t@stefor availability of evidences

about a crime under Art 253 PC (money launderimgjuires answers to seve
questions:

Are there important money flows movements, uradem by the accuse
person?

Could these movements be explained by commedeials or deals of an

type, which may justify the origin of such large@amt of money? In this respec¢

can the reason for a sudden wealth of the perstiisahexplicable?

Are there data about links between the personsactand persons from ti
criminal underground, which could explain the arigif the assets as criminal
acquired assets?

If the answers to the first and third questions gwsitive, and the answer to t
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second question is negative, the court should actegt the crime money
laundering is fulfilled”.

In this case there is a sentence where the amduhe anoney from the predicate
offence /the amount is smaller than the one from thoney laundering/ i
established as a result of the gathered circumatémdirect evidence for th
committed crime

112 2]

In this way, the jurisprudence (Supreme Cassatmur{}; without explicit provisiorn
in the Penal Procedure or Penal Code makes clagsdme kind of reversal of the
burden of proof must be applied in cases of moaagdering.

Further an informational system for the Public Bomsor's Office is yet to be
implemented. This informational system shall cantiata for all guilty verdicts and
the reasons for the guilty verdicts. It shall alsmntain the approved
agreements/plea bargains and methodical guidehitesregard to the investigation
of the crime ‘money laundering”.

Measures taken
to implement the
recommendations

since the
adoption of the
first progress
report

The Supreme Court of Cassation confirmed severalictions /8/, and in addition
provided specific clarifications on one of the cafeat serve as a basis for future
adjudication by courts. Even though the decisiomds obligatory for the court
(apart from the parties to the specific case) iused as a basis for proving the
intention.

According to the decision of the Bulgarian SupreGurt of Cassation of Marc
2009 on a ML case:

“For the fulfillment of the corpus delicti of MLt is irrelevant whether there were|at
all penal proceedings for the predicate crime arthtwthe outcome of sugh
proceedings (if any) was. The settling of the pepraiceedings for the predicate
crime does not objectively hinder the possibilitr ML and therefore cannot
preclude responsibility for the latter. There is neguirement that the crime from
which the proceeds came should be a crime of cekiad...
Considering this, the corpus delicti of Art. 25&ra. 1, as far as the object of the
crime is concerned, requires proving, without aoylt and in a categorical waly,
only the link between the object and the predicatme. This link can also be
established by the grounded conclusion of the degidourt that there is no other
possible legal source of the property.
During the proceedings under Art. 253, Para. hefRenal Code, the circumstances
about place, time, way of receiving, amount of ‘thiemished” property resulting
from the predicate crime, the specific type of $hene property, the place of storing
(if this form of deed is not claimed against théedeant) do not require clarifying,
let alone the establishing of coincidence of thepprty (acquired as a result of the
predicate crime) with the property used under 258, Para. 1 of the Penal Code|..
The property can be acquired not only from crimediso from other act dangerous
to the public such as administrative/disciplinaiylation, civil delict.”

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

means” and other

relevant
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initiatives

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

Rating: Partially compliant

Recommendation
of the
MONEYVAL
Report

It was the view of the evaluators that the defamtof beneficial owner was not ful
understood by all financial institutions

Measures reporte
as of 18 March
2009 to implemen
the
Recommendation
of the report

Although the recommendation does not refer to teking sector BNB with thg
assistance of TAIEX, European Commission has organia workshop for th
banks where the issues of beneficial owner wasudgsd in details. On-sit
inspections also were carried out by BNB for assess the proper implementatic
of the legal requirement for beneficial owners g banks.

Further also Financial Supervision Commissions eeipce has not indicated th

the supervised entities from the non-banking fimargector lack understanding on
the issue of beneficial ownership the FSC contislyomakes efforts to raise the

awareness thereof.

In 2007, On-site Inspection Manuals were adoptethenfield of insurance an
capital market supervision providing detailed pohges on the compliance cheg
regarding the AML/CTF requirements.

Based on these manuals every on-site inspectiarséscinter alia on the existen
of internal rules on the AML/CTF within the supesed entity as well as wheth

they are approved by the FIU and complied withh®y éntity. In these procedures,

in case lack of clear understanding is estimatezpey guidance can be provided.
Furthermore, meetings between experts of the FiaaStipervision Commissio
(FSC) and representatives of the supervised enfitiem the investment sector) 4

ly

2
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held at the FSC’s premises on a monthly basisa§ate supervised entities have

not stated any difficulties in understanding themtébeneficial owner” nor have

they posed any questions concerning its interpogtatShould there be any

guestions regarding this issue, experts from the &® open to discuss.

In addition according to the observations from @ie-snspections carried out b
FID-SANS in 2008 and 2009 the definition of benkficowner is clear to the
inspected reporting entities.
The training materials elaborated by FID, SANS alswer the issue during th

usual trainings, where FID, SANS is invited to makeresentation on AML/CFT

framework and counter measures.

Measures taken
to implement the
recommendations
since the
adoption of the
first progress
report

On going annual training sessions of banks arghtiral institutions regulated b
BNB were organized by the Central bank. The issafe€DD procedures with

special focus on the establishing the ultimate fagiak owners were presented by
BNB experts and discussed in details with the ragadl institutions. The
information presented to the sector was based enctimpendium papers and
common understandings prepared by the AML Subcotaenitto the Joint

Committee of EBA, ESMA and EIOPA.

The issue of beneficial ownership is explained lintrainings provided by the

Bulgarian FIU to the obliged entities under LMMLrthg the period 2009-2010. |
2009 trainings were provided to the banks (twantrajs, including one based 04
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specific request by a bank), investment interméBaand management company.
Regular meetings were also held with represenwibfeobliged entities. In 2010
trainings were provided to banks (specific requsstwo banks and 3 meetings
with the specialized units for AML/CTF in the bahkihe Stock Exchange and the
Central Depository. In 2010 there were also sevarstings of the experts of FID-
SANS with insurers and leasing companies relatetskoassessment.
In addition the Bulgarian FIU is actively checkittte compliance of the oblige
entities with the requirements for identificationdaverification of the beneficig
owner. Relevant sanctions have been imposed (pssssthe statistical informatig
on supervisory findings). However, please note thatinfringements found main
refer to identification and verification of the leficial ownership of comple
corporate structure especially in the case of jsiotk companies whose shares |are
publicly traded on a regulated market.
In addition according to the Law on the CommerdRagister (amendments of
2008) all commercial vehicles should transfer theggistration to the new
commercial register of the Registry Agency (deaigmby the end of 2011) and a
wide array of information is currently provided bye commercial register on the
ownership and management structure of the comnhexahicles that have
completed their duty under the amended Law on ttrar@ercial Register.
The Amendment and Supplements of the Financial 1ISigpgn Commission Act$
(promulgated State Gazette, issue 43 of 2010) dowed the obligation for
disclosure of information on the persons who armefieial owners of entities
supervised by the Financial Supervision Commis$k8IC). Thus disclosure of gll
natural persons who own 5 and over 5 per centefvtiting rights in the general
meeting or from the capital of the respective gntdupervised by FSC. The
information is publicly available (published on F&EDb site).

T 5 = a

Recommendation | Obligation to perform full CDD measures for terrsts financing should bg
of the | required in the law

MONEYVAL

Report

Measures reporte| Draft amendments of the LMTF were elaborated by, BBNS. They were sent fc
as of 18 March consideration to the Mol; a working group was elihbd to review the proposed
2009 to implemen| amendments. Further the draft will be disused altiMsciplinary Task Force for
the the Prevention of ML and TF, it is planed to beluded in the Council Ministers
Recommendation | Program for discussions in the period July-Decer2060.
of the report

=

Each non-banking financial entity is obliged by lewestablish and apply, within|4
months of its registration in Court, internal ruls control and prevention of
money laundering and terrorist financing.
Upon on-site visits, experts from FSC are examiimgge rules and make sure they
are in line with the relevant law’s requirements,veell as whether the process|of
customer identification is executed correctly afidtlee documentation required
before a money transaction is made or an orderuésecis presented to the
employees of the supervised entities. Up to nowinduwon-site visits, experts from
FSC have not found any deficiencies of the interualgs application.

Measures taken| The obligation is provided for with the amendmetatgshe LMFT. The draft Law
to implement the | that was coordinated among Bulgarian institutionsFebruary 2011, is to b
recommendations | discussed in the Council of Ministers in March 20drid shall be presented [to
since the| Parliament in early April 2011. The amendments tb 8, Para. 3 LMTF stipulat
adoption of the]| that:

0]

4%
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first
report

progress

“(3) The persons under Art. 3, Paras. 2 and 3 eflthw on Measures again
Money Laundering are obliged, whenever a suspidian terrorist financing
emerges, to carry out identification of clients awefification of their identity
related to the suspicious operation or transactioder the terms of Art. 6 of th
Law on Measures against Money Laundering, to gdttfermation concerning th

Laundering and to immediately notify the Finandiatklligence Directorate of th
State Agency for National Security as well, beftire operation or transaction
performed, while delaying its implementation withine admissible period lai
down by the legislative regulations on the relevgpe of activity. In such case
the Agency shall exercise the powers vested themsiler Articles 13 and 18 of th
Law on Measures against Money Laundering.”
Please see Appendix Ill, Annex 3 for the full test the amendments ar
complements.

e
deal or operation pursuant to Art. 7 of the Law Measures against Money
e
S

Recommendation
of the
MONEYVAL
Report

Lack of guidance on applying simplified due diligen

Measures reporte
as of 18 March
2009 to implemen
the
Recommendation
of the report

Guidance on applying the simplified due diligensassued by BNB. Further draft
guidance is elaborated by FID, SANS recently. tiudti be coordinated with other

supervisory bodies and then will be published d-EANS web-site.

Also, the Regulations on the Implementation of LMMilaborate further th
provisions on simplified due diligence under the MM Also article in news
bulletin of Financial Supervision Commission no@?2 reviewed the Control an

Prevention of ML and TF within financial institutie including simplified due

diligence.

The positive list of counties applying same AML/Cstandards was adopted by
Minister of Finance and Governor of BNB in Octot#008 and published i
Bulgarian SG 96/7.11.2008.

Measures taken
to implement the
recommendations

since the
adoption of the
first progress
report

In addition to the guidance issued, BNB has orgahizorkshops for the banks a

the regulated financial institutions to discuss tegquirements of simplified CDD

and to provide explanations for the practical immatation.
Guidance on the application of simplified CDD, takiinto account the dat
available in the new commercial register and pursti@a Art. 4, Para. 16 of th
LMML, was elaborated by FID-SANS at the beginning2010 and serves as
basis for clarifying the procedure to the obligeditees. With the transfer of th

Commercial Register (amended 2008), the commeveilaicle can be sufficientl
identified using the data and copies of documenfzplied to the commercig
register (Registry Agency) and certified to be tiwe the commercial vehicl
(subject to penal responsibility). Thus, whereveommercial vehicle registered
Bulgaria and whose registration has been transfeor¢he new commercial regist
(certified by obtaining a Single Identification G¥dthe verification required by th

a
e
a
e
registration of a commercial vehicle pursuant ® dmendments of the Law on the
y
1
e
n
er
e

AML/CTF legislation shall be carried out througle tinformation publicly available

in the commercial register.
In addition FID-SANS provides guidance to the obtigentities on the applicatic

of simplified CDD on an ad hoc basis and as parthef trainings and regular

meetings with the representatives of obliged editiPlease see the trainin
mentioned above.
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Recommendation
of the
MONEYVAL
Report

Requirement to verify source of funds was not fdéynonstrated throughout the
financial sector.

Measures reporte
as of 18 March
2009 to implemen
the
Recommendation
of the report

Although the recommendation does not refer to teking sector BNB with thg
assistance of TAIEX, European Commission has orgahia workshop for th
banks covering the topic of verification of sourck funds. In addition on-sit
inspections were conducted focusing on the bankgahares for verification th
source of funds and the way the procedures werkeimgnted by the banks.

™ (D (D P

There is an explicit obligation in art. 4, para 7 aMML that requires persons
effecting a transaction or a deal via or with asperreferred to in Article 3,
paragraphs (2) and (3) of the same act, at a v@aaeeding BGN 30,000 or its
equivalent in foreign currency or, respectively,ceading BGN 10,000 or its
equivalent in foreign currency where payment is enadcash, shall be bound to
require a source-of- funds declaration prior teeetffhg such transaction or deal.
The format for the declaration referred to in paap (7) and under Article 6,
paragraph (5), Item (3), the terms and proceduréliiog, as well as the terms and
procedure for exception from the declaration rezqagnt shall be regulated in the
rules for implementing this Act (annex 2 of RILMMtontains a sample of |a
source-of- fund declaration that is required upo® above stated circumstances).
Customer identification, for counter terrorism firwéng purposes, is an obligation
emerging from art. 9, para 5 of LMFT. The sameecidt for suspicious transactions
apply for both anti money laundering and countetésm financing purposes.
If the customer or the person entering into a assnrelationship is required o
present a source-of-funds declaration and thertsclio provide such, the latter wiill
be refused to enter in such a relationship. No mamder or a transaction will be
executed.
According to art.11a of LMML, persons referred moArticle 3, paragraphs (2) and
(3) of LMML shall notify the Financial IntelligencBirectorate of the State Agency
for National Security by the 15th day of the mofdhowing the month of the
information supplied, of any payment in cash able exceeding BGN 30,000 or
its equivalent in foreign currency made by or ty aftheir clients.

All the information required by LMML, is kept by éhsupervised entity for 5 ye
and is available to FSC and FIA upon their request

I's

The on-site inspections conducted so far by theerstigory bodies and FlI
indicated that inspected reporting institutes usiderd and apply their obligations.
Further the issue was discussed among the superdad FIU and was noted that
further attention to this issue should be pay i inspections.

Measures taken
to implement the
recommendations
since the
adoption of the
first progress
report

Annual workshops, organized by BNB for the banksl dimancial institution
regulated by BNB, addressed the process of edtidiishe sources of customers’
funds. The discussions were based on the legalremgents and on a practical case.
The general view of FID-SANS is still that the g@gd entities understand and
apply their obligations. The issue is neverthelastuded in trainings provided t
financial institutions. At the same time the isssi@ne of the focuses of the on-site
inspections of FID-SANS. In 2009 inspections weegried out in 26 financial
institutions and acts of findings were issued whiefiengements of Art. 4, Para. 7
of the LMML were found. There were 11 infringemerts the aforementione
obligation found in 2009. In 2010 the on-site ingpmMs of financial institution
were 26. There were 10 infringements found on #ArRara. 7 of the LMML.
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Recommendation
of the
MONEYVAL
Report

The evaluators found that some financial institasiseeded more training on rigk
assessment

Measures reporte
as of 18 March
2009 to implemen
the
Recommendation
of the report

Although the conclusion is not relevant to the kagksector a seminar was
organized with the assistance of TAIEX covering tbpic of AML/CFT risks
specific to banking activities and the risk assesgm

Further FID-SANS conducted analysis on the coneclusind its observations from
the daily work of reporting entities, following thianalysis a target groups for
further trainings on the issue are planed. Traintagnpaign is planned for the
summer with different target groups.

According to the art. 16, para 2 of LMML, the imal rules for control an
prevention of money laundering and terrorist finegcmust set out ,criteria for
detecting suspicious transactions or deals andtsli¢he procedure for personnel
training and the use of technical means for thegrgon and detection of money
laundering, as well as a system for internal cdraver the implementation of all
measures under this law”. In this sense, the inddion collected by each
investment firm (reporting entity) when business mofessional relations are
established, is analyzed by special unit estahdiski¢ghin the entity in accordange
with article 6 (5) of LMML. Pursuant to art. 8 ofIlBMML, the special unit
analyses the information and thus assess the ’slieak profile. Clients with g
higher risk profile are put under special obsepratiThe criteria defining highe
risk profile for clients have to be provided in timternal rules of the entity. Fo
high-risk profile clients, the extended measuresvipgied by article 8 (3) of
RILMML are applied.
According to art. 18 of RILMML, a continuous tramgj for the employees must be
provided by the special unit. All the employeestloé investment firm must b
trained and made familiar with the internal rules €ontrol and prevention ¢
money laundering and terrorist financing. Speciadl anore detailed training i
provided to the employees having a direct contatit alients, i.e. the employees
under art. 39 (1) of Markets in financial instrurtgeact.

If there are any questions or matters of ambiguiit) will provide further
guidance.

= =
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Measures taken
to implement the
recommendations
since the
adoption of the
first progress
report

Four-day training sessions were organized for ithential institutions regulated Qy
BNB to explain the importance of risk assessmedtimninfluence on the activities
and reputation of the institutions.

Refreshing trainings were held for banks. Risk sssent and the implementati
of group policies were discussed from the legal gnadtical point of view.

The issue was discussed with the obliged entisgzaat of the trainings provided by
FID-SANS. In 2010 there were several meetings efakperts of FID-SANS with
insurers and leasing companies related to risksastnt. Meetings were held also
with the association of the insurance brokers ewbf elaborating and applying
unified internal rules throughout the sector.
In addition the 2010 Phare Twinning Project of tReancial Supervision
Commission (FSC) focused in one of its activitiegtoe following issues that are
significance in view of drafting a strategy andtifier assisting the obliged entities|
1. improvement of the capacity of the FSC in thelAsé&ctor through providing af
training on the best EU practices for dealing witliormation on suspicious
transactions of money laundering received by ot senhe Financial Directorate
within the National Security State Agency and otkecurity services bodies; P.
Better coordination between competent bodies, éahethe FID within the SANS
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and foreign AML bodies, in relation to the initiati of actions against money
laundering; 3. Preparation of criteria for idemt#iion of suspicious operations
or/and transactions, as well as measures for ptiewveand disclosure of money

laundering cases; 4. Further development of thetiegi AML inspection manual
and training on the implementation of the AML insfien manual, including in i
FSC obligations on CFT.

Recommendation
of the
MONEYVAL
Report

With the exception of banks financial institutiomsed to work harder to raise
awareness and be effective in CDD due diligence

Measures reporte
as of 18 March
2009 to implemen
the
Recommendation
of the report

There is on-going process on this issue. In 20@7HV took part in 5 AML/CFT
trainings for staff of reporting entities /3 commmiat banks, 1 investmer
intermediary, 1 pension funds and insurance conggani

—*

Measures taken
to implement the
recommendations
since the
adoption of the
first progress
report

One of the main topics of the workshops organizgdNB for the banks and the
regulated financial institutions was dedicated d@DOmeasures and process. C
studies were presented and discussed with theraedie

This issue was also subject to the trainings andtings with the obliged entitie
(apart from banks) of the insurance sector, investmintermediaries an
management vehicles and leasing companies, th& Sxaxhange and the Central
Depository in 2009 and 2010.

Please see also information above on FSC PharedPmj2010.

Qwn

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

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

Recommendation
of the
MONEYVAL
Report

Several DNFBP lack awareness and full knowledgéhisf obligation to perfornj
CDD

Measures reporte
as of 18 March
2009 to implemen
the
Recommendation
of the report

(D

It was discussed during a meeting of Multidisciglyn Task Force for th
Prevention of ML and TF. So far the observationd experience of the FIU based
on conducted on-site inspections by the FIU indidahat great part of reportin
entities in the respective sectors have AML awassrend perform according
their obligations.

1%

Measures taken

A special program was developed by FID-SANS togethieh Crown Agents for

%j.e. part of Recommendation 12.
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to implement the
recommendations
since the
adoption of the
first progress
report

training persons providing legal advice in 2009.cTextensive trainings wef
completed with the participation of lawyers fromhet EU countries (Unite
Kingdom).

Training for casinos was organized jointly by FIBMS, SCG and Crown Agen
in 2009. Detailed instructions for anti-money laaridg measures, as well
correspondent criteria, were developed after thiaitrg course with Crown Agent

These instructions are circulated in all casinosugh the medium of the Bulgarian
association of gambling and entertainment indusand are obligatory for

implementation. The SCG’s control bodies, whileatieg up casinos, make su
these instructions are abided by.

An extensive training was provided to the notaife2010. In addition there wa
one extensive training provided to real estaterméeliaries in 2009. FID-SAN
cooperated also with the National Association Resthtes in view of elaboratin
unified internal rules for real estate intermediari

One training was provided by FID-SANS to the Inggtof Certified Accountants i
2009 and additional trainings were organized to wegional structures of th
Institute thus vastly extending the scope of thevigg.

In 2010 there were two meetings for clarifying wals AML/CTF issues with th
Bulgarian Posts.

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

initiatives

e

D =

D

Recommendation 10 (Record keeping)
I. Regarding Financial Institutions

Rating: Largely compliant

Recommendation

of the | transactions so as to provide, if necessary, evideior prosecution of criming
MONEYVAL activity
Report

Transactions records should be sufficient to pemmaitonstruction of individual

Measures reporte
as of 18 March
2009 to implemen
the
Recommendation
of the report

The evaluator's conclusion was discussed duringinggef Multidisciplinary Task
Force for the Prevention of ML and TF in Octobe®&0The expressed view by t
state institutions following this discussion is ttlilae legal provisions are clear
reporting entities and practice confirmed that, that FIU will prepare in additio
guidelines on this to explain the legal provisions.

ne
to

Measures taken
to implement the
recommendations
since the

adoption of the

No infringements related to transaction recordsewkund during the on-sit
inspections. In addition the experience of the depent responsible for th
analysis of STRs within the Bulgarian FIU showsttlr@nsaction records a
sufficient to complete the analysis of transactians for gathering the necessa

@ D

e
Ary

information based on request by LEAs.
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first progress

report

Recommendation | There is not requirement in law or regulation tcegedocuments longer than fiye
of the | years if requested by a competent authority

MONEYVAL

Report

Measures reporte| The evaluator’s conclusion was discussed durinetimg of Multidisciplinary Task
as of 18 March Force for the Prevention of ML and TF in October020 The state bodies
2009 to implemen| represented in the task force do not consideraimendments of legal provisions pn
the this issue are urgently necessary, but this recomdateon shall be taken under

Recommendation
of the report

consideration by future version of the LMML.

Measures taken
to implement the
recommendations
since the
adoption of the
first progress
report

The issue is still under consideration betweernréisponsible institutions and is not

deemed an impediment to the successful investigadiod prosecution in th
overview of the system made for the purposes ofigitng guidelines for the ML
investigations (as included in the Handbook forektigation of ML).

(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
of the
MONEYVAL
Report

Casinos should undertake steps to improve recoegikg

Measures reporte
as of 18 March
2009 to implemen
the
Recommendation
of the report

The State Commission on Gambling (SCG) advisesncasperators and the
association BAAGG (Bulgarian Association for Amugi@ames and Gambling)
update “The internal rules for control and prei@nbf the money laundering g
the part of persons, organizing and implementirgincagambling”.

Detailed instructions for identification complexntml must underlie in the rules,
well as more précised criterions for registers It@ing improvement.

Further meetings between representatives of FID-SAMd SCG /respective
BAAGG took place during which recommendations unther assessment repc
were discussed.
FID, SANS and SCG planed some joint on-site ingpestin 2009 to check th

ir

DIt

level of compliance.

%j.e. part of Recommendation 12.
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BAAGG submitted beginning of 2009 updated draftmérnal rules for control an
prevention of the money laundering, which was apgtdo A workshop for member
of BAAGG is planned for the end of March 2009 imer FID, SANS lecturers t
make more detailed presentations on record kee@my) for the purposes ¢
ML/TF as well as PEPs and other relevant issues.

= O (n &

Measures taken
to implement the
recommendations
since the
adoption of the
first progress
report

Trainings to the casinos were provided togetheh \®CG and Crown Agents
2009. Detailed instructions for anti-money laundgrimeasures, as well
correspondent criteria, were developed after thiaitrg course with Crown Agent
These instructions are circulated in all casinosugh the medium of the Bulgarian
association of gambling and entertainment indusind are obligatory for
implementation. The SCG’s control bodies, whileaitieg up casinos, make sure
these instructions are abided by.

In addition FID-SANS carried out 2 joint inspectsoowith the SCG in 2009 and
joint inspections in 2010.

AS

|92}

Recommendation
of the
MONEYVAL
Report

Certain DNFPBs record keeping was only for tax chamge purpose

Measures reporte
as of 18 March
2009 to implemen
the
Recommendation
of the report

The issue was also discussed during the meetingebet representatives of FID-
SANS, SCG and BAAGG. FID, SANS and SCG planed somsite inspections in
2009 to check the level of compliance.

Measures taken
to implement the
recommendations
since the
adoption of the
first progress
report

During the on-site inspections in 2009 and 201®NFBPs (a total of 37 on-site
inspections for both years) FID-SANS found no mgements of Art. 8 LMML
related to record keeping. Whenever requested éyndpectors of FID-SANS, the
client files and the files of transactions and de@tre presented to them.

(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
I. Regarding Financial Institutions

Rating: Partially compliant

Recommendation
of the

MONEYVAL

Attempted suspicious transactions are not explicitivered
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Report

Measures reporte
as of 18 March
2009 to implemen
the
Recommendation
of the report

The wording of art.7 (1) LMML is sufficiently broagb as to cover even attempted

suspicious transactions. Further the issue wasisied among the Bulgarian st
bodies and although they consider that attempi@usarctions are covered in t
LMML, by future version of the LMML until the endfo2009 this will be
specifically provided.

“Art.7 (1) Where a suspicion for money launderiagses, the persons under

Article 3, paragraphs (2) and (3), shall be boumadllect information about the

material components and the size of the transactiordeal, the respective

documents and other identification data.
(2) (Amended, SG No. 54/2006, SG No. 109/2007) dhta collected for the
purposes of this Act shall be documented and stioredway providing access t

the Financial Intelligence Directorate of the Statency for National Security, the

relevant supervisory authorities, and the auditors.

Measures taken
to implement the
recommendations
since the
adoption of the
first progress
report

Explicit provisions covering attempted transactiomgere included in the
amendments to the LMFT and LMML that were coordeddbetween institutions i
February 2011. The draft Law is to be discusseth@ Council of Ministers ir
March 2011 and shall be presented to Parliameneadry April 2011. The
provisions of the mentioned laws are as follows:

LMFT, proposed complement to Art. 9 (a new Para. 4)

(=
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he

“(4) The obligation for notification under Parasadd 3 also applies to the attempt

to carry out an operation or transaction aimednairicing of terrorism, as well as fo
the means which are suspected to be related orfosddrrorist acts or used hy
terrorist organizations and individual terrorists.”
LMML, proposed complement to Art. 11 (a new Paja. 5
“(5) The obligation under Para. 1 also arises i thses when the operation|or
transaction have not been completed”.
The text of al amendments and complements is ieduil Appendix Ill, Annex 3.
Recommendation | Insider trading and market manipulation are not ¢iate offences and therefore
of the | not covered by the reporting obligation
MONEYVAL
Report
Measures reporte| Please see comments under R.1
as of 18 March
2009 to implemen
the
Recommendation
of the report
Measures taken| Please note that as the Penal Code’s approachdeslas predicate any act
to implement the | dangerous to the public and the aforementioneddadijtion of the Supreme Court
recommendations | of Cassation of March 2009 clarifies that “the prdp (that is object of the crime
since the| ML) can be acquired not only from crime but alsonfrother act dangerous to the

adoption of the
first progress
report

public such as administrative/disciplinary violatjocivil delict”, the Bulgarian
authorities consider this recommendation to be i@me
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Recommendation
of the
MONEYVAL
Report

No reporting obligation covering funds suspectetie¢dinked or related to, or to be
used for terrorist acts or by terrorist organisati&

Measures reporte
as of 18 March
2009 to implemen
the
Recommendation
of the report

Provisions of Art 9 (1) and (3) of the LMTF covéwetreporting obligation for all
types of funds suspected to be linked or relatdthémcing of terrorism. Further the
working group established to review the proposeéraiments to the LMTF wil
further discuss this issue. The draft amendmentdwidisused at Multidisciplinary
Task Force for the Prevention of ML and TF, it laned to be included in the
Council Ministers Program for discussions in theéqeeJuly-December 2009.

Article 9. (1) (amended SG 109 of 20.12.2007) Any person, kvimws that givern
financial operations or transactions are intendedfibance terrorism, must
immediately notify the Minister of Interior and tlebairperson of the State Agency
for National Security.
(3) (Amended, SG No. 31/2003, SG No. 92/2007; S&H2AW7; amend and suppl.
SG 36/2008) Should suspicion arise about the fimgnof terrorism, the persons
under Article 3 (2) and (3) of the Law on Measuaigainst Money Laundering must
immediately notify also the Financial Intelligenbérectroate of State Agency for
National Security before the operation or transects performed, while delaying
its implementation within the admissible perioddlailown by the legislative
regulations on the relevant type of activity. Itlsicases, the Agency shall exercise
the powers vested therein under Articles 13 andfiBie Law on Measures against
Money Laundering.

Measures taken
to implement the
recommendations
since the
adoption of the
first progress
report

D

The issue has been further clarified through thetdraw amending LMTF. The
provisions are as follows:

§ 2. In Art. 9 the following amendments and compets shall be included:
1. Para. 3 shall be amended as follows:

(3) The persons under Art. 3, Paras. 2 and 3 of#reon Measures against Mongy
Laundering are obliged, whenever a suspicion fawotest financing emerges,
carry out identification of clients and verificatioof their identity related to th
suspicious operation or transaction, under the geaf Art. 6 of the Law o
Measures against Money Laundering, to gather irdition concerning the deal
operation pursuant to Art. 7 of the Law on Measagainst Money Laundering and
to immediately notify the Financial IntelligencerBctorate of the State Agency for
National Security as well, before the operatiortransaction is performed, while
delaying its implementation within the admissibleripd laid down by th
legislative regulations on the relevant type ofivégt In such cases, the Agency
shall exercise the powers vested therein undeclastil3 and 18 of the Law on
Measures against Money Laundering.

§ 3. In the Additional Provision the following antdnents and complements shall
be included:

1. The phrase Additional Provisions shall be reptacby the word
“Additional Provisions”.

2. A new 8 1 with the following text shall be creet

“8 1. Under this Law financing of terrorism sha# khe direct or indirect, illegal

and intentional provision and/or collection of finegal funds, financial assets or any
other property and/or provision of financial seed with the intention that they
will be used or with the knowledge that that theyl we used, completely
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partially, for committing terrorism within the meaag of the Penal Code.”
Please refer to Appendix Ill, Annex 3 for the fidkt of the draft Law.

Recommendation
of the
MONEYVAL
Report

There are few STRs from non—-banking financialtunsbins (effectiveness issue)

Measures reporte
as of 18 March
2009 to implemen
the
Recommendation
of the report

The issue was discussed on Multidisciplinary Taskc€ for the Prevention of M
and TF in October 2008. It was decided supervisbodies to undertak
expounding campaign during regular on-site inspastof reporting entities.

Measures taken
to implement the
recommendations
since the
adoption of the
first progress
report

The STRs received in 2009 and especially 2010 sholear increase as a result
the training efforts and the on-site inspection$-SANS. It is noteworthy tha
the securities sector, the currency exchange andntimey remittance sector she
significant reporting increase.
In addition the 2010 Phare Twinning Project of tRenancial Supervisior
Commission focused in one of its activities on fblowing issues that are @

significance in view of drafting a strategy andttfigr assisting the obliged entities|

1. improvement of the capacity of the FSC in thelAs&ctor through providing @
training on the best EU practices for dealing witlfiormation on suspiciou
transactions of money laundering received by ot senhe Financial Directorat
within the National Security State Agency and otbecurity services bodies;

Better coordination between competent bodies, éspethe FID within the SANS

and foreign AML bodies, in relation to the initiati of actions against mone
laundering; 3. Preparation of criteria for idemfiion of suspicious operatiof
or/and transactions, as well as measures for ptieweand disclosure of mone
laundering cases; 4. Further development of thstiagi AML inspection manug
and training on the implementation of the AML insfien manual, including in i
FSC obligations on CFT.
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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 13 (Suspicious transaction reporting
Il. Regarding DNFBP'°

Recommendation
of the
MONEYVAL
Report

The same deficiencies in the implementation of IRemndation 13 in respect
financial institutions apply to DNFBP

Measures reporte

The issue was discussed on Multidisciplinary Taskc€ for the Prevention of M

1%j.e. part of Recommendation 16.
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as of 18 March
2009 to implemen
the
Recommendation
of the report

and TF in October 2008. It was decided supervisbodies to undertak
expounding campaign during regular on-site inspestof reporting entities.

Measures taken
to implement the
recommendations
since the
adoption of the

The draft amendments to the LMFT and LMML explaingader R.13 for the

financial institutions are applicable to all oblbentities, therefore will cover th
DNFBPs. At the same time FID-SANS continues to fatevraining to the DNFBP
as well as pays special attention to DNFBPs irothsite inspections.

D

[72)

first progress

report

Recommendation | Further education required on filing of suspicicaivity reports
of the

MONEYVAL

Report

Measures reporte
as of 18 March
2009 to implemen
the
Recommendation
of the report

This is on-going process. For the trainings, planimethe beginning of 2009, th
issue is included as separate part in the traimiatgrials for real estate agents g
casino operators /March and April 2009/. The isailebe covered also in futur
trainings for lawyers, notaries and real estatengevhich are planned for the e
of 2009. Additionally FID-SANS plans to have 1 d&YML/CFT trainings for rea
estates, notaries and layers in the last week tdl@c where also UK experts w
join as presenters to the FID-SANS's lecturers.

Measures taken
to implement the
recommendations
since the
adoption of the
first progress
report

FID-SANS developed and published on its web sitev{.dans.bg- section Money
Laundering) new criteria for the obliged entitiasluding the DNFBPs in 2009.
These criteria are explained during the trainingsiged by FID-SANS and an
increase in reporting (both STRs and cash threghamhdactions) by some of the
DNFBPs is observed (notaries and casinos).

A special program was developed by FID-SANS togettith Crown Agents for
training persons providing legal advice in 2009 0lextensive trainings were
completed with the participation of lawyers fromhet EU countries (United
Kingdom).

Training for casinos was organized jointly by FIBMS, SCG and Crown Agents
in 2009. Detailed instructions for anti-money laendg measures, as well as
correspondent criteria, were developed after @iaitrg course with Crown Agents
These instructions are circulated in all casinosubh the medium of the Bulgaria
association of gambling and entertainment induestiy are obligatory for
implementation. The SCG’s control bodies, whilea¥neg up casinos, make sure
these instructions are abided by.

An extensive training was provided to the notaime010. In addition there was
one extensive training provided to real estateimggiaries in 2009. FID-SANS
cooperated also with the National Association Fesites in view of elaborating
unified internal rules for real estate intermediari

One training was provided by FID-SANS to the Indgtof Certified Accountants i
2009 and additional trainings were organized to tegional structures of the
Institute thus vastly extending the scope of thevigg.

In 2010 there were two meetings for clarifying wais AML/CTF issues with the
Bulgarian Posts.

=}
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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 Il (Criminalisation of terraist financing)

Rating: Largely compliant

Recommendation

of the | for anypurpose (including legitimate activity)
MONEYVAL
Report

Not clear if the offense as provided in the BulgarCC also includes contributions

Measures reporte
as of 18 March
2009 to implemen
the
Recommendation
of the report

The issue was discussed on Multidisciplinary Tagkc€ for the Prevention of ML
and TF in October 2008, presently Bulgarian autiesido not consider that
amendment of art. 108a of the Penal Code is negedsacause the Bulgarian
legislator decided to use the possible large wardin
The Article 108a para 2 (New, SG No. 92/2002) of PeBatle provides for the
criminalization of terrorist financing in Bulgaria:

“(1) Anyone who, in view of causing disturbancef@ar among the population or
threatening, or forcing a competent authority, @esentative of a public institutign
or of a foreign state or international organizatiorperform or omit part of his/her
duties, commits a crime under art. 115, 128, &2, par. 1, art. 216, par. 1,
326, art. 330, par. 1, art. 333, art. 334, paart, 337, par. 1, art. 339, par. 1,

art. 348, art. 349, paras. 1 and 3, art. 350, paart. 352, par. 1, art. 354, par. 1,
356f, par. 1, art. 356h, shall be punished fororgsm by deprivation of liberty fro

up to thirty years, to life imprisonment or to lifaprisonment less substitution.
(2) Anyone who, regardless of the specific modep#ration, directly or indirectl
collects or provides means for accomplishing antteu par. 1, in full knowledge
based on the assumption these would be utilizetthdcabove purposes, shall
punished by deprivation of liberty of three todin years and a fine of up to BGN
30 000 (15 000 Euro).
(3) The object under par. 2 above, that has beenfdahus of crime, shall b
expropriated to the benefit of the State, and wlieiseobject may not be found
has been disposed of, payment of the equivalentiswash shall be ruled.”

However, as stated above, since December 2007 dlas@xy Council on Crimina
Policy with the Minister of Justice works on ther€ept for Criminal Policy of th
Republic of Bulgaria and new Penal Code, includimgugh the engagement off a
broad circle of practitioners and academics from¢himinal and legislative field.
The special expert group at the Council has alreistyussed the issue with explicit
incrimination of insider trading and market mangtidn in the new Penal Code.
Consideration has been given also to the needllafeflection of the requirements
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of international conventions in the provision stigiing financing of terrorism. If
order to provoke a broad discussion, the main idéake MJ for the Concept fa
Criminal Policy were published on the Internet sifehe Ministry of Justice on
December 2008 inviting comments and suggestionmtefested institutions. A
present the statements and proposals receivedeang bummarized and a ne
Concept document will be published at the end ofdda2009. Thereafter th

concept for new Penal Code will be drafted, whemsidier trading, market

manipulation and the full range of financing ofrteism will be included

Measures taken
to implement the
recommendations
since the
adoption of the
first progress
report

Since the elections for a new government held ily 2009, a comprehensiv
review of the Concept for Criminal Policy was cadriout. As a result @oncept for
Criminal Policy of the Republic of Bulgaria for tiperiod 2010 — 2014vas adopted
in July 2010. The abovementioned Concept envistigeslaboration and adoptig
of a new Penal Code. One of the main purposesisi¢hv Penal Code to addre
the necessity to criminalisgp-to-datetypes of criminal activity, including due f{
international engagements of the Republic of Budgar

At present, a draft of th&eneral partand a draft of thé&tructure of the Specig
part of the new Criminal Code are elaborated. The 8iracof the Special part
differentiated according to the particular crimes.

Currently, the draft of the Special part of the n€&siminal Code is under

elaboration. Within the process of elaboration,réligh discussion concernir
money laundering and financing of terrorism istiedgming.

Recommendation
of the
MONEYVAL
Report

Liability of legal persons still limited to admimiative accountability

Measures reporte
as of 18 March
2009 to implemen
the
Recommendation
of the report

The issue was discussed during meeting f Multiglsery Task Force for th
Prevention of ML and TF in October 2008. Because dtiminal liability of legal
persons is advisable and not obligatory Bulgarisdmot consider that it
introduction in Bulgarian legal framework is pregsi

As already explained, liability of legal persong fiminal offences, including
preparation for terrorism and terrorist financim@s introduced in September 20
by amending the Law on Administrative Offences &adctions. The Law provide
for a monetary sanction of up to BGN 1 million (egpmately 500 000 Euro) bu
not less than the amount of the advantage obtaindtht could have been obtaine
Confiscation of the proceeds of crime is also medi by the Law. The sanctio
shall be imposed irrespective of the penal respditgiof the physical perpetrato
The Law provides also for regulation of the proagedfor imposing sanctions @
legal persons. After its introduction in 2005 thistitute has been widely applied

prosecutors and judges and is assessed positiyehem.

The issue of criminal liability of legal personshsing discussed in different pa
of legal society in Bulgaria.

The opinions received within the framework of disgion on the new Concept f

Criminal Policy (expected to be published till taed of March 2009- see above)
are controversial. It is still not decided whetliee Concept would include suc¢

fundamental change in Bulgarian legal theory.

According to the Programme for the Activities oétmspectorate at the Suprer
Judicial Council for 2009 special attention will paid by the inspectors on tf
implementation of Art 83 of the Law on Administrati Offences and Sanctiof
(liability of legal persons for criminal offencegjhe analysis of the monitoring wi
show whether next steps in this direction will bade.
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Measures taken
to implement the

The principle for the personal character of thengral liability — meaning that

punishment could be imposed solely on a naturasqerexists ever since t}fe

recommendations | adoption of the Bulgarian Criminal Code in 1968.

since the| The issue concerning the responsibility of legakpes is regulated under the Law

adoption of the| on administrative offences and sanctions, which adspted in 1969. Ever since

first progress | the adoption of the abovementioned Law, the |g#t. 83 — of that time)s the

report only normative act which envisages the impositibrpmperty sanctions on legal
persons for failure to perform their obligationsad®@d on that principle, the
regulation laid down in the Law on administrativBfeaces and sanctions was
further developed in 2005 through the adoptiorhefrelevant provisions — Art. 83a
— Art. 83f (please see above).

(Other) changes

since the first

progress report

(e.g. draft laws,

draft regulations

or draft “other

enforceable

means” and other

relevant

initiatives

Special Recommendation 1V (Suspicious transactioreporting)
I. Regarding Financial Institutions

Rating: Partially compliant

Recommendation | No reporting obligation covering funds suspectetedinked or related to, or to be

of the | used for terrorist acts or by terrorist organisati®

MONEYVAL

Report

Measures reporte Provisions of Art 9 (1) and (3), LMTF cover the ogfing obligation for all

as of 18 March types of funds suspected to be linked or relatdthémcing of terrorism. Further the

2009 to implemen| working group established to review the proposeéraiments to the LMTF wil

the further discuss this issue. The draft amendmeritdwidisused at Multidisciplinary

Recommendation | Task Force for the Prevention of ML and TF, it lared to be included in the

of the report Council Ministers Program for discussions in thaqueJuly-December 2009.
...Article 9. (1) (amended SG 109 of 20.12.2007) Averson, who knows that
given financial operations or transactions arenidégl to finance terrorism, must
immediately notify the Minister of Interior and tlebairperson of the State Agency
for National Security.
....(3) (Amended, SG No. 31/2003, SG No. 92/2007; B)X9/2007; amend and
suppl. SG 36/2008) Should suspicion arise aboultfittecing of terrorism, the
persons under Article 3 (2) and (3) of the Law oragures against Money
Laundering must immediately notify also the Finahdntelligence Directorate gf
State Agency for National Security before the ofi@naor transaction is performed,
while delaying its implementation within the adnitids period laid down by the
legislative regulations on the relevant type ofivéigt In such cases, the Agency
shall exercise the powers vested therein undeclastil3 and 18 of the Law an
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Measures against Money Laundering.

Measures taken
to implement the
recommendations
since the
adoption of the
first progress
report

The obligation is provided for with the amendmetatishe LMFT. The draft Law
that was coordinated among Bulgarian institutionsFebruary 2011, is to b
discussed in the Council of Ministers in March 20drid shall be presented
Parliament in early April 2011. The amendments tb 8, Para. 3 LMTF stipulat
that:

“(3) The persons under Art. 3, Paras. 2 and 3 eflthw on Measures agair
Money Laundering are obliged, whenever a suspidian terrorist financing
emerges, to carry out identification of clients awefification of their identity
related to the suspicious operation or transactioder the terms of Art. 6 of th
Law on Measures against Money Laundering, to gdttfermation concerning th
deal or operation pursuant to Art. 7 of the Law Measures against Mong
Laundering and to immediately notify the Finandrgklligence Directorate of th
State Agency for National Security as well, beftire operation or transaction
performed, while delaying its implementation withiine admissible period lai
down by the legislative regulations on the relevgpe of activity. In such case
the Agency shall exercise the powers vested themsiler Articles 13 and 18 of th
Law on Measures against Money Laundering.”
Please see Appendix Ill, Annex 3 for the full teot the amendments ar
complements.

Recommendation
of the
MONEYVAL
Report

Clear provision needed that STRs must be field ptigm

Measures reporte
as of 18 March
2009 to implemen
the
Recommendation
of the report

Further the working group established to review pheposed amendments to t
LMTF will further discuss this issue. The draft amdenents will be disused

Multidisciplinary Task Force for the Prevention ML and TF, it is planed to b
included in the Council Ministers Program for dissions in the period July
December 20009.

4%
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Measures taken
to implement the
recommendations
since the
adoption of the
first progress
report

A provision for “immediate” filing of the reportsuspected to be linked to TF
included in the proposed amendments to the LMF&a$d see above the propo
amendment to Art. 9, Para. 3 LMTF .

is
sed

Recommendation
of the
MONEYVAL
Report

The obligation to report attempted suspicious teati®ns of financing of terrorisn
is not explicitly covered

=

Measures reporte
as of 18 March
2009 to implemen
the
Recommendation
of the report

Please, see the comments above

Measures taken
to implement the

Explicit provisions covering attempted transactiomgere included
amendments to the LMFT and LMML that were coordidadbetween institutions i

in the

D
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recommendations
since the
adoption of the
first progress
report

February 2011. The draft Law is to be discusseth@ Council of Ministers ir
March 2011 and shall be presented to Parliameneary April 2011. The
provisions of the mentioned laws are as follows:

LMFT, proposed complement to Art. 9 (a new Para. 4)

“(4) The obligation for notification under Parasadd 3 also applies to the attempt

to carry out an operation or transaction aimednainicing of terrorism, as well as
the means which are suspected to be related orfosddrrorist acts or used |
terrorist organizations and individual terrorists.”

LMML, proposed complement to Art. 11 (a new Pada. 5
“(5) The obligation under Para. 1 also arises & thses when the operation
transaction have not been completed”.

Recommendation
of the
MONEYVAL
Report

Only 2 reports filed by banks and the industry astele do not seem to be we
versed in this requirements

fo

y

or

Measures reporte
as of 18 March
2009 to implemen
the
Recommendation
of the report

This is an on-going campaign in the framework ofjutar meetings with
representatives of reporting entities or conduateesite inspections. It will b
further covered also in the trainings planned t@ tplace in the beginning of 20(
(for banks).

D

9

Measures taken
to implement the
recommendations
since the
adoption of the
first progress
report

BNB official website contains updated informatiom the legal acts adopted at t
EU level in respect of restrictive measures agagwintries, individuals, lega
persons and organizations related with terrorigvidies.

Trainings and regular meetings of FID-SANS with tbbliged entities hav:
included the issue of TF reporting.

l

D

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

Special Recommendation IV (Suspicious transactioreporting)

Il. Regarding DNFBP

Recommendation
of the
MONEYVAL
Report

Further education needs to be conducted on filargorist financing reports

Measures reporte

as of 18 March

This is on-going campaign

in the framework of regulmeetings with

D

representatives of reporting entities or conduateesite inspections. It will b
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2009 to implemen
the
Recommendation
of the report

further covered also in the trainings planned t@ tplace in the beginning of 20(

(for real estate agents and casino operators) landrefuture trainings for lawyers

notaries and real estate agents, which are pldiondide end of 2009.

9

Py

Measures taken
to implement the
recommendations

since the
adoption of the
first progress
report

Trainings and regular meetings of FID-SANS with tbbliged entities hav
included the issue of TF reporting. Please sedqusveplies in regard to DNFBH
for a list of trainings.

D

PS

(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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2.3

Other Recommendations

In the last report the following FATF recommendatiovere rated as “partially compliant” (PC) or “non
compliant” (NC) (see also Appendix 1). Please, spéor each one what measures, if any, have balkent

to improve the situation and implement the suggastifor improvements contained in the evaluation

report.

Recommendation 3 (Provisional measures and confidgan)

Rating: Partially compliant

Recommendation
of the
MONEYVAL
Report

Differences of view between the Bulgarian authesiton the application of thir
party confiscation need resolution to ensure hagppening

Measures reporte
as of 18 March
2009 to implemen
the
Recommendation
of the report

The Inspectorate at the Supreme Judicial Coundailef@ Institution established in

February 2008, which controls the movement of jiadlisroceedings) has dealt wi
the implementation of Art. 53 Penal Code on coumfiign. There have bee
meetings between inspectors and prosecutors framStifia Prosecutors Offig
during which the application of the confiscatiostitute was discussed.

In the Programme for the Activities of the Inspeate for 2009 there are focus
check-ups envisaged, which would examine the imefeation of freezing an
confiscation in all appellate regions in Bulgariauld be conducted.

It is expected the results of these check-ups &al léo issuing of concrete

instructions for the prosecutors in different levels well as to the adoption

th
n
e

ed

|®N

of

common Guidelines by the Prosecutor General or $upreme Cassatign
Prosecutors Office on the application of the genexgime of confiscation which
would increase the effectiveness of the law-enforr® and judicial authorities
Measures taken| The provisions of Art. 53 and Art. 253, Para. @udttes that the object of crime
to implement the | will be forfeited. If the object of crime has beacquired by another person it will
recommendations | be forfeited in case there is involvement of thigd party to the money laundering
since the| /the third party knew or suspected that the prgpertproceeds of crime). If the
adoption of the | third party did not know, the person who is corsicbf money laundering would
first progress | have to pay the equal value. The Commission foal#ishing Property Acquired
report though Crime is in any case notified when themaasey laundering indictment and
the forfeiture of property of a third party is prded by the law regulating the
activity of the Commission (Art. 7 and others).
In addition for the period 2009-2011 there havenbaenumber of confiscations
(following motions by CEPACA) of property of thigghrties (family members).
Recommendation | Clearer guidance to be given to prosecutors on isoafion of indirect proceeds
of the | and value confiscation
MONEYVAL
Report
Measures reporte| By virtue of Art 253, par.(6) (New, SG 85/98; pregara 4, SG 21/00; prev. para|5)
as of 18 March of the Penal Code “The subject of the crime orghaperty into which it has been
2009 to implemen| transformed shall be seized in favour of the statd, if it is missing or alienated, its

the

equivalence shall be adjudged.”

41



Recommendation
of the report

With regard to this, there are court decisionspgtiog to which if the subject g
the crime is missing, the persons /perpetratoestanvicted to pay the equivalen
of the subject.

Measures taken
to implement the
recommendations
since the
adoption of the
first progress
report

Whenever the object of crime or the property intbiclk it was transformed is

missing or is transferred to a third party, thert@djudicates that the equal val
shall be paid and that is the normal, regular pradf the courts.

The new handbook on money laundering also provatdficient guidance to th
prosecutors in relation to confiscation.

For the period 2009-2011 there have been confatatf property of equal valy
in 12 cases. Property of equal value is confiscate¢lde following cases: 1) in cas
when the object of crime constitutes missing finanizinds — the payment of the
funds is pronounced by court; 2) in cases whenottject of crime was financia
funds transformed into other property — the eqadlier of the transformed proper
would be pronounced by the court to be paid bypdrpetrator.
The total amount of the confiscated assets unadeatbrementioned hypotheses
approximately 1 800 000 EUR for the period 200942201

Recommendation
of the
MONEYVAL
Report

Lack of effectiveness of the general confiscatgime

Measures reporte
as of 18 March
2009 to implemen
the
Recommendation
of the report

Further strengthening of the effectiveness of tkaeegal confiscation regime

expected to be achieved trough the Twinning lighbjert titled “Further
Strengthening the Administrative Capacity of theblRuProsecutor's Office fo
fighting crimes under the Law of Divestment in Fav@f the State of Propert
Acquired from Criminal Activity” (LDFSPACA) (laundatd on 12 January 2009).
The specific objectives of the Project are:

- Further strengthening of the Administrative Cafyaof the Public Prosecutor
Office of the Republic of Bulgaria to fight the g of crime, leading to divestme
of property acquired by criminal activity;

Establishment of joint working groups of prosecustoinvestigators
financial bodies and CEPACA;

Establishment of efficient inter-institutional capation and internationa
cooperation in view of investigating and combats®rious crime, potentiall
leading to divestment of property acquired by crime

Qualification of specialized prosecutors working this type of crimes
should be enhanced by means of training and betteperation with othe
institutions, resulting in effective implementaticf the EU standards an
optimization of the results of their work and foetter understanding by th
interpretation and enforcement of the law and &eful practical skills;
Training of trainers from the staff of law-enforcent bodies-
prosecutors, investigators, s.c. Doznateli, goveminofficials from Mol and MH
for revealing and investigating crimes, accontpdid by persons holdin
responsible official positions and magistrates.

Activities will be undertaken for the conducting iofdepth discussions of E
'‘good' and 'best practices' with regard to crimeé aorruption on the higl
levels with an accent on confiscation of propertgured by crime, with thg

|
ty

&

participation of all bodies involved in fighting ahtype of crimes, i.e. police

W o
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investigation, financial intelligence etc.

The project also envisaged trainings for magistrateprosecutors, judges and

investigators, as well as to strengthen the codiperavith other state institution
for better understanding the interpretation andoex@ment of the law an

additional practical skills. The trainings concextccomplishment of 3 workshops

for 30 trainers on the field of crimes envisagedim Law of Divestment in favou
of the state of property acquired from criminalivity.

Two comprehensive catalogues of recommendatiwitisbe elaborated: one fo
further development of the working relations betwé®e state bodies, the other
ways of identifying the property acquired by criraed providing a legal advic
and assistance by its implementation.

Measures taken
to implement the
recommendations
since the
adoption of the

Please note the statistics on confiscations for9ZIL0 which indicate a cle:
increase in the confiscated amounts.

In addition the aforementioned Twinning Project fte prosecution als
contributed to raising the effectiveness of thefisgation regime.

first progress

report

Recommendation | New agency (CEPACA) not operating for sufficiemgte of time to judge it
of the | effectiveness

MONEYVAL

Report

Measures reporte
as of 18 March
2009 to implemen
the
Recommendation
of the report

Presently SEPACA works successfully — it is fullpeoational, has results k&
applying the Law of Divestment in favour of the t8taf Property, Acquired fron
Criminal Activity (LDFSPACA) - SEPACA started totpl 335 proceedings fo
establishing of property acquired from criminaliwtg. 303 securing measures
total value of 154 402 265 BGN were imposed and d®tivated requests fc
divestment in favour of the state of the propeayguired from criminal activity
were presented to the court for the period 2008200 2008 the court of firs
instance has enacted 8 decisions for forfeiturproperty acquired from criming
activity — the court pronounced in favour of then@oission, two of the cases we
confirmed at second instance and presently theyaapealing before the Supren
Court of Cassation in Bulgaria.

For more details please see the short report @tiigity in annex |.

o wn

=
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Measures taken
to implement the
recommendations
since the
adoption of the
first progress
report

From 01.01.2010 to 31.12.2010, the Commission feialdishing of property
acquired from criminal activity has initiated 17ghl proceedings for establishi
of criminal assets. For the previous 2009, the Casion has initiated 15
proceedings.

From 01.01.2010 to 31.12.2010 the Commission fdabdishing of property
acquired from criminal activity has initiated 82wisuits for criminal asset
forfeiture with a total value of claims of 120 9281 BGN.

For the previous 2009, the Commission has initig@dawsuits for criminal asse
forfeiture with a total value of claims of 68 87642BGN.

For the period from 01.01.2010 to 31.01.2011, themee 12 court decisions fc
forfeiture entered into force, concerning propeatyd assets at estimateted tg

value of 7 795 958 BGN /according the value of thetion/. The worth of the

property is evaluated at 6 915 140 BGN accordinthéofee due to the courts f

their rulings /which under Bulgarian legislatiordi8o of the amount of the motiory.

In 2009, 4 court decisions for forfeiture enteratbiforce, concerning property a

assets at estimateted total value of 953 976 BG&Nrding the value of the motio
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The worth of the seized property is evaluated & B8 BGN according to the fee

due to the courts for their rulings.
Please see Appendix lll, Annex 4 for additionakilst

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

Draft amendments to the Law for Establishing Prdseef Crime and Thei

Forfeiture in Favour of the State have been eldbdrand currently in the fina

stage of their discussion.

Please refer to Appendix Ill, Annex 4 for full diédaon the proposed amendments.

Recommendation 6 (Politically exposed persons)

Rating: Non compliant

Recommendation
of the
MONEYVAL
Report

There is no clear provision in law or regulation other enforceable means for t
determination of whether a customer is a PEP

Measures reporte
as of 18 March
2009 to implemen
the
Recommendation
of the report

The recommendation was accordingly addressed i8aadf RILMML /December
2007/.

Art.8a. (new SG 108/2007) (1) Customers pursuadtrtda, Para. 1 of the LMML

consist of potential customers, existing custonard beneficial owners of th
client that is a legal person who are:

1. heads of State, heads of government, ministedsd@puty or assistar
ministers;

2. members of parliament;

3. members of supreme courts, of constitutionattsoar of other high-leve

judicial bodies whose decisions are not subjectfudher appeal, except i
exceptional circumstances;

4, members of courts of auditors;

5. members the boards of central banks;

6 ambassadors and charges d'affaires;

7. high ranking officers in the armed forces;

8. members of the administrative, management oersigory bodies of

state-owned enterprises;
(2) The categories stipulated in Para. 1, itemsihefude where applicable th
respective positions in the institutions and bodiethe European Union and of tk
international organizations.

(3) The measures stipulated for the categoriesistomers under Para. 1 shall
be applied in respect of mayors and deputy maybraumicipalities, the mayor
and their deputies of the districts and the chasges of the municipal councils.
(4) The categories stated in Para. 1, items 1-8ndb include officials a
intermediate or more junior level.

(5) For the purpose of Art. 5a of the LMML the tteld person shall include:

1. spouse or persons who live in factual partnprelih them;

2. relatives of descending line to the first degsealffinity and their spous

e

nt

>

[

ne

Iso

44



or persons who live in factual partnership withnthe

3. the relatives of ascending order of the firgirde of affinity;

4. any natural person who is known or it can bepespd from publicl
available information to have joint beneficial owst@p of legal person, or any
other close business relations, with a personnedeo in Para. 1;

5. any natural person who has sole beneficial osimigrof a legal perso
which is known or it can be supposed from publ@lilable information to havi
been set up for the benefit de facto of the persterred to in paragraph 1.
(6) Without prejudice to the application of enhathcdue diligence based on the
assessment of risk in case the person no longds laoposition under Para. 1 for a
period no shorter than 1 year, the persons undeBAParas. 2 and 3 of the LMML

are not obliged to apply Art. 5a, Para.l of the LMIsind Art. 8a, Paras. 7-12 of

these Rules.
(7) For a person under Art. 3, Paras. 2 and 3 efLdML to enter into busines
relations with persons found to fall under the gatees pursuant to Para.l or related
persons under Para.5, the approval is required offecial at a managerial positio
designated by the respective executive body opérson under Art. 3, Paras. 2 and
3 of the LMML.
(8) In cases where after establishing commercigrofessional relations it is found
out that a customer or the beneficial owner of st@uer that is legal person falls
under the categories as per Para. 1 or is relawdop under Para. 5, the
continuation of business relations requires prippraval of a person under the
preceding paragraph.

(9) The persons under Art. 3, Para. 2 and 3 olLM®&IL are obliged to undertak
adequate actions to establish the origin of theldumsed in the commercial

professional relations with a customer or the bieigfowner of a customer that is a
legal person for whom they have found out thatheels a person under Para. 1
related person under Para. 5.

(10) The obligation under Para. 9 also arises wiggforming separate operation [or
transaction without establishing professional omuowrcial relations with th
customer or the beneficial owner of the customat itha legal person, for whomiit

is found out that he/she is a person under Papa.alrelated person under Paraj 5,
regardless of the value of the operations or decal.
(11) The persons under Art. 3, Para. 2 and 3eLMML are obliged to carry out
constant and enhanced monitoring over their comiadeoc professional relation
with persons under Para. 1 and related persons &ada. 5.
(12) In regard to the potential customer, existingtomer or beneficial owner of|a

customer that is a legal person, who holds a posiinder Para. 1 or is a related
person under Para. 5, the enhanced measures urtd& Rara. 3. shall apply. The

concrete measures which shall be applied in eapeontive case are to be decided
by the person under Art. 3, Para.2 and 3 of the LMMhile taking into
consideration the type of customer pursuant to?drand 5 and the nature of the
commercial or business relation with him/her.
(13) Based on the analysis of risk the persons uAde 3, Paras. 2 and 3 of the

LMML are obliged to elaborate effective internaksms, that would allow them to

determine whether a potential customer, an existimgtomer or the beneficial

owner of a customer legal person holds a positimtet Para.1 or is related person
under Para. 5.

(14) The systems under Para. 13 can be based orollb&ving sources o
information:
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1. information gathered through the applicatiodf 8, Para. 3;

2. written declaration required from the customéhwhe purpose of determinin
whether the person falls within the categories tgairin Paras. 1 and 5;

3. information received through the use of inteoraéxternal databases.

(15) In case of failure to identify a customer allirig under Art. 5a, Para. 1 of th
LMML the control bodies are obliged to discuss teasons for the infringeme

and where adequate measures under Para. 13 hadalieen they should abstalin

from imposing a sanction.

Measures taken
to implement the
recommendations
since the
adoption of the

The view of Bulgarian authorities is that the afoemtioned provisions of th
RILMML adequately cover this recommendation.

e
Nt

e

first progress

report

Recommendation | There is no provision for senior management appréwaestablish a relationshi
of the | with a PEP

MONEYVAL

Report

Measures reporte
as of 18 March
2009 to implemen
the
Recommendation
of the report

The recommendation was accordingly addressed ir8aar(7) of RILMML
(December 2007).

Measures taken
to implement the
recommendations
since the
adoption of the
first progress
report

The view of Bulgarian authorities is that the afoemtioned provisions of th
RILMML adequately cover this recommendation.

Recommendation
of the
MONEYVAL
Report

No provision for senior management approval to cwa@ business relationshi
where the customer subsequently is found to becsrbes a PEP

Measures reporte
as of 18 March
2009 to implemen
the
Recommendation
of the report

The recommendation was accordingly addressed in ar(8@aof RILMML
(December 2007).

Measures taken
to implement the
recommendations
since the
adoption of the
first progress
report

The view of Bulgarian authorities is that the afoemtioned provisions of th
RILMML adequately cover this recommendation.
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Recommendation
of the
MONEYVAL
Report

No provision to require financial institutions intaisiness relationship with a PE
to conduct enhanced ongoing monitoring on thattreteship

Measures reporte
as of 18 March
2009 to implemen
the
Recommendation
of the report

The recommendation was accordingly addressed ir8aarfll) of RILMML
/December 2007/.

Measures taken
to implement the
recommendations
since the
adoption of the

The view of Bulgarian authorities is that the afoemtioned provisions of th
RILMML adequately cover this recommendation.

first progress

report

Recommendation | The evaluators found that some financial institasimeeded more training on PEPs
of the

MONEYVAL

Report

Measures reporte
as of 18 March
2009 to implemen
the
Recommendation
of the report

Seminar was organized with the assistance of TAIEXropean Commissio
covering the topic of PEPs for commercial bankstHar the issue will be covere
in separate part of usual trainings, where FIDANRS lecturers take part.

Measures taken
to implement the
recommendations
since the
adoption of the
first progress
report

BNB has organised workshops for banks and finanegditutions regulated by th
Central Bank. During these workshops training sessiwere dedicated to PE
topic.

During the on-site inspections of FID-SANS it wangrally observed that oblige
entities have implemented a system for identifyPigPs, either through spec
databases or based on special declarations.

The issue is also covered in the regular trainangs meetings with obliged entities.

In addition discussions were held with the CourfAatlitors in relation to devisin
a system of publishing names of domestic PEPsnia@ner that could be facilita
identification by the obliged entities. No infringents of the obligations for PEFR
were observed during the on-site inspections (pleas statistics).
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Recommendation
of the
MONEYVAL
Report

Reservation about effective implementation

Measures reporte
as of 18 March
2009 to implemen
the
Recommendation
of the report

The FIU received 18 STRs concerning PEPs for thieg@007-2008
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Measures taken
to implement the
recommendations
since the
adoption of the
first progress
report

There were 14 STRs concerning PEPs in 2009-2011th€de STRs four wer
related to family members of PEPs.

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

Recommendation 7 (Corresponding banking)

Rating: Partially compliant

Recommendation
of the
MONEYVAL
Report

No enforceable requirement to assess the responaestitution’s AML/CFT
controls , and ascertain that they are adequate effective

Measures reporte
as of 18 March
2009 to implemen
the
Recommendation
of the report

The issue is accordingly addressed in art.5b €¢tyst1 and 2 LMML.
“Article 5b (New, SG No. 92/2007) (1) When enterimgcorrespondent relatior
with a credit institution from a third country oththan those named in the list unc
Article 4, paragraph (9), a credit institution undarticle 3, paragraph (2
subparagraph (1) shall:

1. gather sufficient information on the responderadit institution enabling it tg
gain full understanding of the nature of its at¢yivand to determine, on the basis
publicly available information, the institution'eputation and the quality of i
supervision;

2. assess the internal controls against money &imgland financing of terrorisi,
applied by the respondent credit institution.”

ler

of

=1

Measures taken
to implement the
recommendations
since the
adoption of the
first progress
report

FID-SANS considers that the aforementioned prowsi@dequately cover th
recommendation.

Recommendation
of the
MONEYVAL
Report

No enforceable requirement to obtain senior manageal® approval before

establishing new correspondent relationship

Measures reporte
as of 18 March
2009 to implemen

The issue is accordingly addressed in art.5b €t 8 LMML
“3. make arrangements according to which the dstabkent of any ney

correspondent banking relations is to take pladg opon the prior approval of

<))
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the
Recommendation
of the report

person holding a managerial position with the drendititution”

Measures taken
to implement the
recommendations
since the
adoption of the
first progress
report

FID-SANS considers that the aforementioned prowsi@dequately cover th
recommendation.

Recommendation
of the
MONEYVAL
Report

No enforceable requirement to document the respedML/CFT responsibilitie
of each institution

Measures reporte
as of 18 March
2009 to implemen
the
Recommendation
of the report

The issue is accordingly addressed in art.5b é) 4 LMML.
“4. allocate the responsibilities of either of theo correspondent institution
concerning the application of measures against gnendering and financing ¢
terrorism and document this allocation accordingly”

Measures taken
to implement the
recommendations
since the
adoption of the

FID-SANS considers that the aforementioned promsi@dequately cover th
recommendation.

first progress

report

Recommendation | Criteria 7.1 to 7.5 potentially apply to financiahstitutions other than banks| .
of the | There is no guidance on this issue by the FIA beoauthority

MONEYVAL

Report

12)

—

Measures reporte
as of 18 March
2009 to implemen
the
Recommendation
of the report

Presently FID, SANS and FSC work on such draft.

Measures taken
to implement the
recommendations
since the
adoption of the
first progress
report

Such draft is still under consideration by Bulgarguthorities. Bulgarian legislatia
is entirely in line with Directive 2005/60/EC. Balgan AML legislation in terms o
correspondent banking specifically refers to créastitutions as required by th
Directive. The definition of credit institutions iBulgarian legislation follows th
definition of the EU acquis communautaire (Direetiv2006/48/EC). Any
amendments to the provision of the Bulgarian AMLIct(Ab of the LMML) need tg
take into account the provisions of EU law.

D

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

or draft “other

49



enforceable
means” and other
relevant

initiatives

Recommendation 8 (New technologies and non facef@ee business)

Rating: Partially compliant

Recommendation
of the
MONEYVAL
Report

Financial institutions are not directly required t@ave policies in place to preve
the misuse of technological developments in MLERdchemes

Measures reporte
as of 18 March
2009 to implemen
the
Recommendation
of the report

The issue is accordingly addressed in art.5c LMEt.8b RILMML
“Article 5¢ (New, SG No. 92/2007) Persons underiddt3, paragraphs (2) and (

B)
must apply extended measures in respect of produdignsactions which might

lead to anonymity, under terms and following praged as determined in the rules

for implementing this Act.”
“Art. 8b. (new SG 108/2007) In regard to produatsl transactions which mig

lead to anonymity the persons under Art. 3, Pd&asd 3 are obliged to apply the

following measures:

1. analyze the risk associated with the respegtigduct or transaction whil
taking into consideration factors such as the dsthe product in more than on
jurisdiction, the size of the financial resourcesariated with the products al

transactions and the profile of the customers af tlespective product o

transaction;

2. undertake constant monitoring of the respeqtialuct or transaction and ta
appropriate measures to determine the level of risk

3. to acquaint the employees with the risk relatedhe respective product
transaction and the measures necessary to courttezagsk;

4. document the risk analysis undertaken and thesuomes taken to counteract the

risk.”

Measures taken
to implement the
recommendations
since the
adoption of the
first progress
report

FID-SANS considers that the aforementioned promsi@dequately cover th
recommendation. In addition during the on-site éwipns it was observed th
adequate measures for physical identification adettaken by the obliged entitig
as well as the requirements of the AML legislatéwa properly implemented by th
obliged entities e.g. in internet banking, secasitirading (the use of the COB(
system for trading) etc. No infringements of thpeavisions of the legislation wer
found during on-site inspections.

Recommendation
of the
MONEYVAL
Report

Unclear how business issuing and performing opersi with emerging
technologies such as prepaid or account-linked eatards are implementin
measures

Measures reporte
as of 18 March
2009 to implemen
the
Recommendation
of the report

Please see provisions of art 8b of RILMML.

e
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Measures taken

to implement the

Please see above.
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recommendations
since the
adoption of the

first progress

report

Recommendation | Enforceable measures to prevent the misuse of newdeveloping technologies are
of the | not implemented.

MONEYVAL

Report

Measures reporte
as of 18 March
2009 to implemen
the
Recommendation
of the report

Please see provisions of art 8b of RILMML.

Measures taken
to implement the
recommendations
since the
adoption of the
first progress
report

FID-SANS considers the aforementioned measures uadiely covering the
recommendation.

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

Recommendation 11 (Unusual transactions)

Rating: Partially compliant

Recommendation
of the
MONEYVAL
Report

The Bulgarian authorities should consider to expiic incorporating the
obligations of Recommendations 11 in law or regatat

Measures reporte
as of 18 March
2009 to implemen
the
Recommendation
of the report

The FIU considers that present version of the LMML correspoto the
requirements of the Recommendation 11 in its pario3 (1) i.3. and art 7a of th
law, further BNB presented draft texts during cdesation of 2006 draft
amendments of the LMML, these draft texts will betlier disused in 2009.
Article 3(1) (Amended, SG No. 54/2006) The meastweprevention against usin
the financial system for money laundering purpctesd| be:..
3. collection of information from the client regard the purpose and the nature
the relationship, which has been established wr e established with the client..
... Article 7a (New, SG No. 54/2006, effective 5.1D8) (1) Persons under Artic
3, Paragraphs 2 and 3 shall place under specialtoniog their commercial of
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professional relations, and transactions involyiegsons from countries, which do
not apply or apply fully the international standaedjainst money laundering.
(2) When the transaction under Paragraph 1 hasgical economic explanation or
readily visible grounds, persons under Article 8ragraph 2 and 3 shall collect to
the extent possible additional information on arnscumstances related to the
transaction, as well as its purpose.
(3) (Amended, SG No. 92/2007) Countries which doapply, or do not fully apply
international standards against money launderimgll sbe specified in a list
approved by the Minister of Finance in accordanith the decisions under Article
40, paragraph 4 of Directive 2005/60/EC of the Ppesn Parliament and of the
Council on the prevention of the use of the finahgystem for the purpose of
money laundering and terrorist financing. Any aiddidl measures against such
countries shall be set forth in the rules for innpdmting this Act

Measures taken
to implement the
recommendations
since the
adoption of the

FID-SANS considers the previously described prawvisiof Bulgarian legislation as
well as the new criteria for identifying suspiciodsals, transactions and cliemts
elaborated in 2009, sufficient to cover unusuaigdeations.

first progress

report

Recommendation | Financial institutions should be required to examthe background and purpose
of the | such transactions, set their findings out in wigtin

MONEYVAL

Report

of

Measures reporte
as of 18 March
2009 to implemen
the
Recommendation
of the report

Please, see above. The legal provisions of the dad its by-law are furthe
elaborated in the Internal Rules for Prevention MIRof reporting entities. So fa
the FIU and supervisory bodies, based on its obtens from on-site visits Q
reporting entities, consider that financial ingtiias comply with this requirement.

- = =

Measures taken
to implement the
recommendations
since the
adoption of the

FID-SANS considers that the previously suppliedoinfation together with the
criteria for identifying suspicious deals, trangacs and clients (elaborated in 2009)
and the trainings provided to the obliged entitiasg sufficient to cover the
recommendation.

first progress

report

Recommendation | Financial institutions should keep the finding dsble for competent authoritie
of the | and audit for at least five years

MONEYVAL

Report

%)

Measures reporte
as of 18 March
2009 to implemen
the
Recommendation
of the report

This is provided in art. 8 and 9 of the LMML andrther elaborated in the
RILMML, which provisions were further elaboratedchapter 2 of RILMML, art.
12-15.
Article 8 (Amended, SG No. 1/2001) In the caseseurftticles 4-7, the persons

under Article 3, paragraphs (2) and (3), shall bera to keep the documents and
data about clients and about transactions or deaks period of 5 years following
their completion. For clients, the period shall coemce from the beginning of the
calendar year following the year of terminating teationship, and for deals and
transactions it shall commence from the beginnih¢he calendar year following
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the year of effecting the latter.

LMML Article 9 (Amended, SG No. 1/2001, SG No. 109/200%g data ang
documents under Article 8 shall be provided to thimancial Intelligence
Directorate of the State Agency for National Sdagunpon request, in the origin
or a transcript certified ex officio. The procedutiene and regular periods for th
shall be established in the implementation rulethefAct.

RILMML : Art. 12 (1) The gathering of information whenewersuspicion of
money laundering arises shall be carried out utiteeterms and conditions of th
LMML, the Rules and the internal rules under A&, PPara. 1 of the LMML.

(2) The persons under Art. 3, Paras. 2 and 3 of ML are obliged to register i
a special log each notification regarding suspidion money laundering that

)

=

at

ne

)
S

disclosed by their employees to a representativheofpecialized unit or a member

of the managing bodies irrespective of the meangdosmitting the notification.
(3) The log under Para. 2 shall be strung throngimbered and endorsed with {
signature of the head of the specialized unit &iedseal of the person under Art.
Paras. 2 and 3 of the LMML.

(4) Whenever registering a notification under Parthe head of the specialized u

or a person authorized by him/her shall initiaféeain which all documents related

to the actions taken by employees of the persoreruAdt. 3, Paras. 2 and 3

he
3,

nit

n

regard to the notification shall be collected arduenced in accordance with the

filing sequence.
(5) The head of the specialized unit shall be rasjnbe for the appropriate stora
and maintenance of the log under Para. 2 as well tae files under Para. 4.

(6) The persons under Art. 3, Paras. 2 and 3 gleafbrm their obligations unde

this article personally where it is impossible stablish a specialized unit.

(7) (amend. SG 37/2008) The Chairperson of Statendg for National Securit
may issue obligatory instructions to the persordeu\rt. 3, Paras. 2 and 3 of t
LMML regarding the terms and conditions for colleat and storage of th
information.

Art. 13. (amend. SG 37/2008) (1) The disclosurdenrArt. 11 of the LMML shal
be carried out in writing and using the form addpbg the Director of Financia
Intelligence Directorate of State Agency for NatibBecurity.

(2) Officially certified copies of all gathered douents on the operation
transaction and on the client shall be encloselardisclosure.

(3) In urgent cases the disclosure may be carrietl avally while written
confirmation shall be filed within 24 hours.

(4) The incompliance with the form does not void thisclosure already carried ot

Art. 14. The persons under Art. 3, Paras. 2 anfitBeoLMML are obliged to ensur
that the information under Art. 12 is stored in ayvthat would not allow the use
the information for purposes other than those $igelcin the LMML.

Art. 15 (1) In order to check and disclose the iinfation received the Financi
Intelligence Directorate of State Agency for NaibBecurity may carry out on-si
inspection of the persons under Art. 3, Paras.d23an on its own or jointly with th
supervisory organs.

(2) During the inspections under Para. 1 the Fiigattelligence Directorate of th
State Agency for National Security has the powers t

1. unlimited access to the official premises of gersons being subject of ti

ge

A

=

=
mcn

1

olg

—

He.

ne

53



inspection

2. demand documents, information and written exglans about the
circumstances related to the subject of the ingpect

3. (amend. SG 37/2008) get assistance of expera@geps or other experts.

(3) The ordinance for the inspection shall spettis purpose, duration and place| of
the inspection, the person that is being inspeasedell as the name and position of
the inspecting persons.

Measures taken| FID-SANS considers the aforementioned legal provisio adequately cover the

to implement the | recommendation.

recommendations

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 12 (DNFBP — R. 5, 6, 8-11)

Rating: Partially compliant

Recommendation | Several DNFBP lack awareness and full knowledgeeif obligations to perforn

of the| CDD

MONEYVAL

Report

Measures reporte| The issue was discussed during meeting of Multigiisary Task Force for the

as of 18 March Prevention of ML and TF. It was considered to ideluthe issue for practical

2009 to implemen| discussions with reporting entities during the tegon-site visits in 2009. Further

the the observations from on-site inspections of FIBNS during 2007-2008 showed

Recommendation | that great part of reporting entities under the LMWib understand their obligations

of the report under the law.
In addition some joint on-site inspections of FIBNS with the State Commissign
on Gambling /SCG/ are planned for first half of 208or this purpose an one half
day workshop for employees of State Commissioambling are planned for the
end of March 2009, where experts from FID-SANS, S&@@ Crown Agents wil
made “refreshment trainings” for inspectors of SReirther the issue will be
covered in the trainings planed for casinos, retdte agents, lawyers, auditors and

notaries.

Measures taken
to implement the
recommendations
since the

adoption of the

The issue is considered a priority by FID-SANS. Budgarian FIU is dealing wit

this issue through the trainings provided aloné&gether with Crown Agents. The
on-site inspections are also contributing to inseeawareness among the DNFBPs.
The 2009 revised criteria for identifying suspicgodeals, transactions and clients

are also among the measures implemented.
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first progress

report

Recommendation | Same deficiencies for PEPs as described undendiah institutions. A list of
of the | domestic has been drawn up but DNFBP do not rolytickeck the list. Mog
MONEYVAL DNFBP were unaware of the timing of CDD or hoveémduct such process
Report

Measures reporte
as of 18 March
2009 to implemen
the
Recommendation
of the report

The issue was discussed during meeting of Multiplisary Task Force for thg
Prevention of ML and TF. Further the PEPs issuelaborated in separate part
trainings where FID, SANS lecturers took part i®2@&nd 2008.

Measures taken
to implement the
recommendations
since the
adoption of the

Art. 8a of the RILMML provides sufficient basis ftihe procedures in relation

PEPs. In addition trainings provided and recommeons as a result of the on-site

inspections by FID-SANS also contribute to incragsawareness and applicati
of the procedures.

1%

of

to

first progress

report

Recommendation | Casinos should undertake steps to improve recoegikg

of the

MONEYVAL

Report

Measures reporte| The State Commission on Gambling (SCG) advisesncasperators and thejr

as of 18 March association BAAGG (Bulgarian Association for AmugiBames and Gambling) to

2009 to implemen] update “The inner rules for control and preventbithe money laundering on the

the part of persons, organizing and implementing cagarabling”.

Recommendation

of the report Detailed instructions for identification complexntml must underlie in the rules, as
well as more précised criterions for registers i@anng improvement

Measures taken| The developed instructions of SCG in this areaagmglied by casinos. The results

to implement the | of the joint inspections by SCG and FID-SANS (4pmxstions in 2009-2010) show

recommendations | that record keeping is carried out in correspondewith the above mentioned

since the| instructions.

adoption of the| The trainings provided to casinos by FID-SANS tbget with the State

first progress | Commission on Gambling in 2009 and 2010 focuseal @isthis issue.

report

Recommendation | Measures should be adopted to prevent misuse lofitsd developments in certajn

of the | DNFBP sectors

MONEYVAL

Report

Measures reporte| The issue was discussed during a meeting with septatives of FID, SANS, SCG

as of 18 March and BAAGG. Similar discussions are planed with Kpt@hamber and Supreme

2009 to implemen| Bar Council.

the

Recommendation

of the report

Measures taken| In addition to the aforementioned revised critédridentifying suspicious deals,

to implement the | transactions and clients, the issue was also disduduring the regular meetings

recommendations | with the reporting entities and their professiomanizations in view of amending
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since the| the internal rules and the criteria for identifioat of the suspicious transactions.
adoption of the| Meetings are carried out on ad hoc basis and asedbon request by the obliged
first progress | entities. There were also written guidance provitiediarious obliged entities in
report view of their reporting obligation.

Recommendation | Not clear how the provisions on complex/unusualngeetions are being
of the | implemented across the range of DNFBP

MONEYVAL

Report

Measures reporte
as of 18 March
2009 to implemen
the
Recommendation
of the report

The issue was discussed during a meeting with septatives of FID, SANS, SC
and BAAGG.

Measures taken
to implement the
recommendations
since the
adoption of the
first progress
report

The unusual/complex transactions are dealt withtha revised criteria fof

identifying suspicious deals, transactions andntdie Several examples are
follows:

For the casinos these criteria cover not only theegal activities but also variouis
re

kinds of games offered in casinos. Trainings weoxided to casinos in 2009.The
were also 4 inspections of casinos in 2009-2010.

The criteria for company service providers includarious cases that car
additional risk including application for registi@t of complex structures ar
numerous offshore companies, shell companies,ickbgpowers of attorney an
third persons used as proxies of companies, thidgad the persons applying fc
proxies or company directors, etc.
Transactions without economic logic are also dedh in the criteria for real estat
intermediaries, including use of straw persons, diserepancies in the busing
profile of the client acquiring real estate, wagswhich the deals are conclude
that differ from the usual practices, participatmfnthird parties, etc. There were
on-site inspections of real estate intermedianez009 and 2 in 2010.
The criteria for notaries focus on consecutive msthte transactions, deals I
corresponding with the actual nature of businesa ofient, unusual collaterals
loans, etc. There were 6 inspections of notari&dd® and 4 in 2010.

The unusual/complex transactions are addressedimlsioe criteria for person
providing legal advice, including highly specifiersices that are not usual

as
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performed by the respective lawyer, related corsexdeals, unusual channels for

payment, wealth not corresponding to the usualilpraoh the specific sectol
unusual representation in regard to complex cotpos&ructures, unusually hig
fees for consulting, advertising, etc. There weresite inspections of 4 la
companies in 2009 and 2 in 2010.

h
v

(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 16 (DNFBP — R. 13-15 & 21)

Rating: Partially compliant

Recommendation | The same deficiencies in the implementation of Rewendations 13-15 and 21 |in
of the | respect of financial institutions apply equallyRdIFBP
MONEYVAL
Report
Measures reporte| Conducting a training campaign by supervisory bedieas discussed during
as of 18 March meeting of Multidisciplinary Task Force for the Peation of ML and TF October
2009 to implemen| 2008.
the
Recommendation
of the report
Measures taken| The requirements of R. 14 and R. 15 are set irLM®IL and RILMML (Articles
to implement the | 14, 15 and 16 LMML; Art. 17 of RILMML) and implemé&d by the obliged
recommendations | entities. No infringements of the mentioned requieats were found in 2009-2010
since the| during the on-site inspections.
adoption of the| In addition the Law for Limiting Payments in Cashaxpected to significantly
first progress | reduce the ML/TF risks related to DNFBPs. Please/Aggpendix Ill, Annex 5 fof
report the text of the Law.

The trainings provided to DNFBPs include clarifioat on the application of the

legal provisions in these areas.
Recommendation | Further education needs to be conducted on filmrgbioth suspicious activity and
of the | terrorist financing and additionally training onddressing CDD for unusual qr
MONEYVAL suspicious transactions and terrorist financing.
Report
Measures reporte| Conducting a training campaign by supervisory b®dwas discussed during
as of 18 March meeting of Multidisciplinary Task Force for the Peation of ML and TF in
2009 to implemen] October 2008.
the
Recommendation
of the report
Measures taken| The issue was addressed in the trainings (see dboVist of these trainings). The
to implement the | revised criteria for identifying suspicious deaisnsactions and clients are also

recommendations
since the
adoption of the
first progress
report

addressing the issue.

(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 21 (Special attention for higher ris contries)

Rating: Partially compliant

Recommendation
of the
MONEYVAL
Report

No requirement to set out in writing any finding$ examinations on th
background and purpose when transactions have par@nt economic or visibl
lawful purpose and to maintain such finding for latst five years to assi
competent authorities

Measures reporte
as of 18 March
2009 to implemen
the
Recommendation
of the report

The issue is covered by art.8 (4) in relation foaf3he RILMML.
RILMML : Art. 8 (4) (new SG 108/2007) The customers, ojp@ma and

transactions that are linked to states includetthénlist under Art. @, Para.3 of the

LMML shall be considered of higher risk and shadl ubjected to enhanced d
diligence and the measures under Para. 3 shafified

Art. 8, Para. 3 RILMML refers to enhanced CDD basadjuidance by the direct
of FID-SANS.

Measures taken
to implement the
recommendations
since the
adoption of the

The aforementioned provision is clearly addressheyissue. The general reca
keeping requirements apply in this case.

first progress

report

Recommendation | No advisories for non-compliant countries
of the

MONEYVAL

Report

[ 21"

UJ
—*

ue

Dr

rd

Measures reporte
as of 18 March
2009 to implemen
the
Recommendation
of the report

The FIU issued advisories regarding statementsAdfH-and Moneyval /in 200]
and 2008/.

Measures taken
to implement the
recommendations
since the
adoption of the
first progress
report

Art. 8, Para. 3 RILMML refers to enhanced CDD basadyuidance by the direct
of FID-SANS. Advisories are issued by the Bulgariay on a regular basi
including jurisdictions identified as part of th€RG process as well as t
jurisdictions of concern to Moneyval. There werad¥isories in 2009, 2 in 2010.
specific mechanism was developed in 2010 alsogarckto proliferation (Iran) an
an advisory was issued in February 2011 followedybigelines published at th
web site of the Bulgarian FIU.
BNB sends notification letters to banks for cowedriand jurisdictions bein

considered at the EU level as representing hidh Tise respective legal documents

adopted by the EU competent authorities are putdisin BNB official website.

Recommendation
of the
MONEYVAL
Report

There are no mechanisms in place to apply counessores

Measures reporte
as of 18 March
2009 to implemen
the

Please, see the reply from previous sections.
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Recommendation
of the report

Measures taken
to implement the
recommendations
since the
adoption of the

FID-SANS consider the issue to be covered by tbeeaientioned legal provisions.

first progress

report

Recommendation | Difficult to measure full effectiveness becaudedicountries is not yet developed
of the

MONEYVAL

Report

Measures reporte
as of 18 March
2009 to implemen
the
Recommendation
of the report

The FIU issued advisories regarding statementsAdfH-and Moneyval /in 2007

and 2008/.

Measures taken
to implement the
recommendations
since the
adoption of the
first progress
report

FID-SANS is issuing advisories in regard to theisdictions of concern as

described above. In addition the criteria for idgmtg suspicious deals
transactions and clients refer to the higher ridlted to certain jurisdictions. The

se

indicators include for example reference to thehbigrisk associated with assets

declared as coming entirely from offshore jurisdies and tax havens.
AML/CFT inspections in banks (by the Banking Suj&ion department of BNB
focus on procedures and measures implementedpeatesf customers related wi
high risk countries. The results from the assessmiebanking practices show th
country risk is one of the criteria on the basewloich the appropriate risk categd
is assigned to the customers. BNB observations shatvcustomers are ranked
high risk if their origin is related to high riskrjsdiction or the counterparties of t
customer are from high risk jurisdiction. It shoble underlined that the establish
practice is defined by the written procedures aelbpby the bank senig
management and sent to FIU for approval. The Ifsthigh risk jurisdictions|
represents an appendix to the internal bankingrule
BNB sends notification letters to banks for cowedriand jurisdictions bein

g

th
at

ry
as

ne

ed
r

considered at the EU level as representing hidh Tise respective legal documents

adopted by the EU competent authorities are putglisin BNB official website.

(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 24 (DNFBP — Regulation, supervisicand monitoring)

Rating: Partially compliant

Recommendation
of the
MONEYVAL
Report

Further outreach and training of the DNFBP secthiRA and SCG is required |
ensure effective implementation

Measures reporte
as of 18 March
2009 to implemen
the
Recommendation
of the report

In May 2008 with ordinance of the Chairman of that& Agency for Nationa
Security (SANS) new Internal Rules of NRA on ML/@®ntrol and Preventio
were approved. The updated rules contain and desani details the criteria fo
detecting suspicious operations, transactions adididuals. The internal rules a
published at NRA Intranet site and are availablalltthe officials.

Further training for tax and customs officials oMIKCFT counteraction an

Lecturers from Crown Agents and FID of SANS deleal7 one-day trainings i
October 2008. They were attended by 400 officiadefNRA and Customs.

Measures taken
to implement the
recommendations
since the
adoption of the
first progress
report

In 2009 there were joint trainings with the Statentnission on Gambling. Th
campaign for training experts of the National ResmenAgency in 2008 i
considered to adequately cover the recommendation.

Recommendation
of the
MONEYVAL
Report

Further cooperation between FIA and supervisoryhatities is required to ensur
full effectiveness

Measures reporte
as of 18 March
2009 to implemen
the
Recommendation
of the report

In May 2008 Instructions were signed for Cooperamd Information Exchang
between NRA and SANS, including measures againshtesndaundering an
financing of terrorism. These instructions reguiatéetails the cooperation, curre
information exchange and support between the strestof these two agencies hg
at central and territorial level.

FID, SANS planed some meetings for 2009 with othepervisory bodies t
reinforce its cooperation with them. Initial meggnto draft possible range of 20
interaction already took place.

H
r

)
prevention was conducted in the framework of 2008egt of Crown Agents|
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Measures taken
to implement the
recommendations
since the
adoption of the
first progress
report

FID-SANS is actively cooperating with the Financglpervision Commission, th
National Revenue Agency, the Bulgarian NationallBand the State Commissic
on Gambling.

In 2010 the Financial Supervision Commission (F8)lemented successfully
Phare Twinning project “Further Strengthening thediministrative Capacity of th
FSC Aiming at the Efficient Implementation of theduis Commuautaire”. FID
SANS was also involved in activities under the gcbj The component where F$§
cooperated with FID-SANS was “Further actions witlthe scope of the FS
powers and activities in the field of AML sectorh@ Member State Partner wj
Italian Ministry of the Economy and Finance. Untteg AML component the mai
activities were:

1. improvement of the capacity of the FSC in thelAs&ctor through providing g

e
n

I(Dm

5C
C

-

training on the best EU practices for dealing witlfiormation on suspiciou

[72)
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transactions of money laundering received by ot serthe Financial Directora
within the National Security State Agency and otbecurity services bodies;
Better coordination between competent bodies,asibhethe FID within the SAN

and foreign AML bodies, in relation to the initiati of actions against money
laundering; 3. Preparation of criteria for idemtifiion of suspicious operations

or/and transactions, as well as measures for ptiewveand disclosure of money

laundering cases; 4. Further development of thetiegi AML inspection manual
and training on the implementation of the AML insfien manual, including in i
FSC obligations on CFT.

In 2009 there were 8 joint inspections with the F&Qoint inspections with SCG

and 4 joint inspections with the NRA. In 2010 therere 10 joint inspections wit
FSC and 2 joint inspections with SCG.

In 2009 there were 14 joint on-site inspectionswmeen FID-SANS and othe
supervisors — 8 inspections together with Finan8apervision Commission,
inspections with SCG and 4 inspections with NRA2D1LO the joint inspection
included 5 inspections with FSC and 2 inspectioits #CG.

Recommendation
of the
MONEYVAL
Report

Number of STRs too low to reflect the true riskifg@f various sectors

Measures reporte
as of 18 March
2009 to implemen
the
Recommendation
of the report

In the framework ofconducted on-site inspections in 2008 the issueaite the
number of STRs was also covered

Measures taken
to implement the
recommendations
since the
adoption of the

The issue was addressed in trainings, revisedrierit€009) for identifying
suspicious deals, transactions and clients, mestinit) the sectors and inspectior

first progress

report

Recommendation | Further training to raise awareness of STR requieats and risk indicators migh
of the | improve the number and quality of reports

MONEYVAL

Report

Measures reporte
as of 18 March
2009 to implemen
the
Recommendation
of the report

In the framework ofconducted on-site inspections in 2008 the issumite the
number of STRs was also covered

Measures taken
to implement the
recommendations
since the
adoption of the
first progress

report

Please see the previous answer.
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Recommendation
of the
MONEYVAL
Report

SRO for casinos should consider increasing momitpfor AML/CFT compliance

Measures reporte
as of 18 March
2009 to implemen
the
Recommendation
of the report

The issue was discussed during meetings with reptatves of FID of SANS an
SGG and respectively BAAGG (Bulgarian Associatian Amusing Games an
Gambling). The BAAGG will discus it during its rdgu meetings.

o O

Measures taken
to implement the
recommendations
since the
adoption of the

There is commitment by the SCG for implementing theommendation. In 2010
started the development of new rules for casinakwanod finance control. The new
rules for work and finance control organizationwadl as the inner rules for anti-
money laundering measures of each one casino, riespondence with the new

requirements, will be approved by SCG.

first progress | FID-SANS has also assisted the SCG in regard tecefkly checking for the
report AML/CTF requirements.

Recommendation | The FIA may consider strengthening enforcement B Aaws by granting
of the | authority to sanction by supervisory authorities

MONEYVAL

Report

Measures reporte
as of 18 March
2009 to implemen
the
Recommendation
of the report

The issue is still under consideration among theneigs. After considering such
option and evaluating its pros and cons FSC hasgheon that it should not resy
in a reasonable contribution (it should not addiggin the process of strengtheni
the enforcement of AML.
At present, FSC has enough powers to enforce AML lig applying coercive
administrative measures in the field of AML and eve withdraw the license of a

=]

insurance company (Art. 302, para 1, point 1 of@oele on Insurance, in relation

with Art. 32, para 1, point 10 of the Code on lr@swe).

Measures taken
to implement the
recommendations
since the
adoption of the
first progress
report

The aforementioned conclusions of the first progireport are still valid.

(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 32 (Comprehensive statistics)

Rating: Partially compliant

Recommendation
of the
MONEYVAL
Report

The statistics were not consolidated in respegro$ecution and convictions

Measures reporte
as of 18 March
2009 to implemen
the
Recommendation
of the report

Statistics are kept at the Supreme Cassation Rnmmser Office about the
unfinished pre-trial proceedings for money launagrithe number of the accus
persons, the cases which were brought to courttendnacted convictions. Furth
consolidated statistics is maintained by the Supréudlicial Council.

Measures taken
to implement the
recommendations
since the
adoption of the
first progress
report

Amendments to the Law on the Juducial Power of Z608mulgated State Gazef
issue 33, 2009) provide for a unified informatigrstem for counteracting crim
based on a core developed and maintained by tree&utwor's Office. The core

linked to all judicial authorities, Ministry of latior, Ministry of Justice, Stat
Agency for National Security, Ministry of Defensad Ministry of Finance. Th
system through this core is supposed to providdo#sés for consolidated statistic
information.

Recommendation
of the
MONEYVAL
Report

Limited information but no statistics showing speédnalysis

Measures reporte
as of 18 March
2009 to implemen
the
Recommendation
of the report

The issue was disused internally in FID of SANSyilt be taken into consideratio
by future upgrading of its databases.

Measures taken
to implement the

al

=]

There is a general understanding and commitmettieomanagement of the State

Agency for National Security on undertaking an @uolgr of the information syste

m

recommendations | of the Bulgarian FIU in the short term. A prelimipaassessment and technical
since the| specifications shall be provided by the FID-SANSexs by the end of March

adoption of the| 2011.

first progress

report

Recommendation | There are no statistics on spontaneous referrglthke FIA to foreign countries

of the

MONEYVAL

Report

Measures reporte| The issue was disused internally in FID of SANSfasahe requests which the FIU
as of 18 March sent to other FIUs could be regarded also as speote referrals, because they
2009 to implemen] include all relevant information on particular cake particular country. The

the information is provided even before the FIU decitieforward materials to the law

Recommendation
of the report

enforcement, but the FIU consider to separate nmition flow with other FIUs on
pure spontaneous referrals.

Measures taken
to implement the
recommendations

The issue is to be dealt with in the new informati®ystem. FID-SANS stil
considers the requests sent to other FIU in mosesaould be equated
spontaneous referrals given the descriptions oaetions provided and the sca
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since the| of involved persons provided in each request.

adoption of the

first progress

report

Recommendation | Joint statistics should be considered. No data oty FBpontaneously ser
of the | information. No clear data on prosecution/judiciatatistics regarding money
MONEYVAL laundering seizure and confiscation

Report

Measures reporte
as of 18 March
2009 to implemen
the
Recommendation
of the report

Please, see the responses to sections above.

Measures taken
to implement the
recommendations
since the
adoption of the

Please see previous replies.

first progress

report

Recommendation | The statistics are not kept on the predicate offenthe nature of the reque
of the | whether it was granted or refused, and the timeiiregl to respond

MONEYVAL

Report

Measures reporte
as of 18 March
2009 to implemen

Ministry of Justice, as the central authority undbtl Council of Europe
Convention has commissioned the development dffavare which will allow

statistics to be kept on the predicate offencess,ntiture of the request, whether

—

%

the was granted or refused, and the time requiredspomd. It is expected the software
Recommendation | to be used as from June 2009.

of the report

Measures taken| Amendments to the Law on the Juducial Power of Z6@08mulgated State Gazette
to implement the | issue 33, 2009) provide for a unified informatiorstem for counteracting crime

recommendations | based on a core developed and maintained by treeéutwr's Office. The core s

since the| linked to all judicial authorities, Ministry of latior, Ministry of Justice, State

adoption of the| Agency for National Security, Ministry of Defensad Ministry of Finance. The

first progress | system through this core is supposed to providd#ses for consolidated statistigal
report information.

Recommendation | No statistics on underlying reason for filing STRs

of the

MONEYVAL

Report

Measures reporte| The issue was disused internally in FID of SANS faosuch statistic can not be
as of 18 March extracted automatically from databases. It coulddi@e manually. It is planed to be
2009 to implemen| included in future upgrade of our IT systems.

the

Recommendation

of the report

Measures taken| There is a general understanding and commitmetiteomanagement of the State
to implement the | Agency for National Security on undertaking an @aigr of the information system
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recommendations
since the
adoption of the
first progress
report

of the Bulgarian FIU as soon as possible. A prelany assessment and techni
specifications shall be provided by the FID-SANS$exs by the end of Marc
2011.

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

Special Recommendation VIII (Non-profit organisatians)

Rating: Partially compliant

cal

Recommendation | Although the last review of the law on NPOs waemndy undertaken (2006), the
of the | examiners do not see it as fully adequate and cehgmsive review (relates only [to
MONEYVAL NPOs for public benefit)

Report

Measures reporte| FID, SANS updated its risk assessment regarding sNR@ently, in addition to

as of 18 March support its analyses it requested and receivedrtrépmm Terror Directorate of

2009 to implemen| SANS regarding possible involvement or misuse ofN&d foundations in last 3
the years for purposes of terrorist financing. The iinfation from second report
Recommendation | confirms the observations of FID, SANS — the moflews were used rather for
of the report educational purposes than financing of illegalvatiis.

Measures taken| Bulgarian FIU considers the aforementioned assegssnesults to be valid.

to implement the

recommendations

since the

adoption of the

first progress

report

Recommendation | Detailed provisions regarding financial obligatiorsd annual reports are only
of the | applicable to NPOs for public benefit

MONEYVAL

Report

Measures reporte| A working group for analyzing the Law on NPOs wvii# established in 2009 at the

as of 18 March
2009 to implemen
the
Recommendation
of the report

Ministry of Justice.

Measures taken
to implement the
recommendations
since the

The issue is still under discussion.
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adoption of the

first progress

report

Recommendation | Consideration should be given to widening the ahdigations of the NPOs fo
of the | public benefit to the other NPOS

MONEYVAL

Report

Measures reporte
as of 18 March
2009 to implemen
the
Recommendation
of the report

A working group for analyzing the Law on NPOs Wii# established in 2009 at t
Ministry of Justice.

Measures taken
to implement the
recommendations
since the
adoption of the

The issue is still under discussion.

first progress

report

Recommendation | Consideration should be given to introduce the gions in control and deletion ¢
of the | the registration of NPOs for public benefits to ttber NPOs

MONEYVAL

Report

Measures reporte
as of 18 March
2009 to implemen
the
Recommendation
of the report

A working group for analyzing the Law on NPOs vii# established in 2009 at t
Ministry of Justice.

=

Measures taken
to implement the
recommendations
since the
adoption of the

The issue is still under discussion.

first progress

report

Recommendation | No specific review of the risks in the NPO sectas lheen undertaken. Though
of the | there is some financial transparency and reportstrgictures (especially for NPQs

MONEYVAL for pubic benefit); Bulgaria to consider the deymirent of a strategy of monitoring
Report the most vulnerable parts of the NPO sector

Measures reporte| A working group for analyzing the Law on NPOs vié established in 2009 at the
as of 18 March Ministry of Justice.

2009 to implemen

the

Recommendation

of the report

Measures taken| An internal overview of the STRs and the TF riséted to NPOs was performed
to implement the | by FID-SANS in December 2010 based on the conahssad the regular (quarterly)

recommendations | risk analyses performed by the analysis and inspaiet departments of FID-SANS.
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since the
adoption of the
first progress
report

The regular risk analyses are used as a basiddonipg the on-site inspections
FID-SANS. A new methodology for the on-site inspactis also in place sinc
January 2011 based on a number of specific crittaaneed to assessed for e
category of reporting entity. These criteria ingduthe quantity and manner

ach
of

reporting in each category as well as the turnoubesinfringements found during

on-site inspections etc.
Recommendation | (No) Regular outreach to the sector to discuss scapd methods of abuse |of
of the| NPOs, emerging trends in TF and new protective omeas
MONEYVAL
Report
Measures reporte| The FIU had regular meetings with the represerdatiof specialized internal
as of 18 March services of reporting entities. Initially this pess started with the representatives of
2009 to implemen] banks, then the scope of meetings was widen in 2008 representatives af
the DNFBPs and some of NPOs.
Recommendation
of the report
Measures taken| Meetings were held by FID-SANS with NPOs in regaodelaborating internal
to implement the| rules. In 2009 there were 112 internal rules asskasd adopted and 96 internal
recommendations | rules in 2010.
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

Special Recommendation 1X (Cash couriers)

Rating: Partially compliant
Recommendation | No explicit provision to question carriers as toigins of imported currency ofr
of the | bearer negotiable instruments
MONEYVAL
Report
Measures reporte| Bulgarian Customs Authorities have applied RegoilafEC) No. 1889/2005 of the
as of 18 March European Parliament and of the Council of 26 Oat@@05 on control of cash
2009 to implemen| entering or leaving the Community since 15 June72Q3ed declaration form is in
the conformity with Regulation No. 1889/2005 and in@uparticular information as
Recommendation | well concerning origin (provenance) and intendee ocash or bearer negotiable
of the report instruments of a value of EUR 10 000 or more.
Measures taken| Amendments to the Bulgarian legislation have beedettaken to separate the
to implement the | control into obligatory (based on Regulation (EGB%/2005 ) and selective based
recommendations| on risk analysis (the national legislation appliesthe cash and other valuables
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since the| carried through border) .

adoption of the

first progress

report

Recommendation | No power for Customs to detain pending further stigations by Border Polic
of the | (effectiveness issue)

MONEYVAL

Report

D

Measures reporte
as of 18 March
2009 to implemen
the
Recommendation
of the report

The power of Customs in cases of failure to ful# obligation to declare cash of
value of EUR 10 000 or more is to detain and séizéhe benefit of state the
undeclared cash as well as to impose a fine acaptdi administrative provisions.
Where the committed violation constitutes a crimeaccordance of the Bulgarian
Penal Code (which means undeclared cash of a \@labout EUR 17 000 or
more), the case should be delivered to the progetmt penal prosecution.

Customs have no power of investigation, detaininginterrogation of person
according to provisions in Penal Code. Customs éutibs have power to tak
written and oral explanations according to the @ustAct.
Lack of power for Customs is the reason for lackugtoms investigators. Because
of this, at failure to fulfil the obligation to diece cash, a police investigator frgm
the Border Police working under the supervision ppbsecutor takes on th
responsibility for interrogation and detaining vesting of travellers.

(O]

Measures taken
to implement the
recommendations
since the
adoption of the

Currently specific steps for restoring the custdmeestigative powers are under
way.

first progress

report

Recommendation | Sanctions regime unclear
of the

MONEYVAL

Report

Measures reporte
as of 18 March
2009 to implemen
the
Recommendation
of the report

Where a violation against the currency regime,uditig the cross-border carria

of cash and failure to fulfill the obligation toaare it, constitutes a crime by virtie

of the Bulgarian Penal Code, the subject of crithe ¢ash not declared) shall
seized to the benefit of state. Furthermore, tteegaf crime are punishable

imprisonment of up to 6 years or a fine double dh®unt of the subject of crime

(the cash not declared).

Where violations against the regime related to diwss-border carriage of cas
precious metals, gems and objects made with dresht as well as failure to fulfi
the obligation to declare them do not constituteriane, it shall be subject t

administrative sanction as laid down in the adntiats/e and penal provisions of
the Bulgarian Currency Act. Seizure to the benefitstate is provided for sugh

violations (the not declared cash, precious meggs)s and objects made with or

them) in addition to imposition of a fine of BGN a® up to BGN 3000 which,

calculated in EUR based on the official exchange, raquals to approximate
EUR 510 up to EUR 1533. If the offender is a legality or sole entrepreneur,

property sanction of BGN 2000 up to BGN 6000, whish tantamount to

approximately EUR 1022 up to EUR 3067, shall bedsgal.

je

be
oY%
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Measures taken| There were steps undertaken to amend the adminstreanctions regime that

to implement the | provides for seizure of the object of infringemewgtthe customs authority until th
recommendations | payment of the sanction by the person.

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

2.4 Specific Questions

Answers from the first progress report

1) Please provide information on confiscations aekied by CEPACA since the adoption of thé
report. Has CEPACA’s approach to following the mondeen adopted by law enforcement agend
generally? Please give examples.

SEPACA started totally 335 proceedings for estabiig of property acquired from criminal activity03
securing measures at total value of 154 402 265 B@ére imposed and 102 motivated requests

divestment in favour of the state of the propeatyguired from criminal activity were presented he

court for the period 2006-2008.

In 2008 the court of first instance has enactede8isibns for forfeiture of property acquired frg
criminal activity — the court pronounced in favairthe Commission, two of the cases were confiriaie
second instance and presently they are appealfogebthe Supreme Court of Cassation in Bulgaria.

2)What steps have been taken to ensure (for reléwiahTF Recommendations) that the requiremen
previously thought to be satisfactorily coveredthe internal rules of financial institutions approed by
the FIA, are now provided for by acceptable enfoatdde means?

The conclusion from evaluation report was discussedetails within the meeting of Multidisciplina
Task Force for the Prevention of ML and TF in OetoB008. As conclusion from these discussi
Bulgarian authorities consider that for the purgoseLMML the present situation of general covgrin
the law and its by- law and internal rules of reimgr entities is sufficient and clear /both foatst
authorities and reporting entities/.

3) Have all supervisory authorities been given thability to impose sanctions for AML/CFT

infringements and have extra resources been giverthie FIA and the other supervisory authoritig
for AML/CFT supervisory purposes?

[68)
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The first issue is still under consideration. Extaources were given to BNB for AML/CFT supervis
purposes since June 2008

At present, FSC has enough powers to enforce AMLbg@ applying coercive administrative measure
the field of AML.
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4) Have sanctions been imposed (whether adminiséator criminal) specifically for AML/CFT
infringements, at the instigation of financial s¢or supervisors, since the adoption of th@ Bport ?
If so, please, indicate the main types of AML/CFThfiingement detected by financial sectc
supervisors since the adoption of thé’ 3eport. (NB: It is not necessary for these purposes t
provide full detailed statistics, but an overview)

Warning letters were issued by BNB for improving ttank procedures and their implementation for
assessment related to AML/CFT area.

In 2007 the FIU issued 46 infringement bills, obsbe number 22 infringement bills against bureau
change. In 2008 the FIU issued 53 infringementsbillThe main types of established AML/CE
infringements are not requiring the declarationfamds™ origin, not filing a CTR, not identifying eh
beneficiary owner, not identifying a client of refog entity.

5) Has consideration been given to providing for abligation of registering the ownership of bearg
shares or to introducing other adequate transpargnmeasures concerning bearer shares in the le
framework governing commercial companies?

Bulgarian Commercial Code, while envisaging theasge of bearer shares, contains enough guarad
for transparency, respecting at the same timehihe persons rights and the rights of the company:

- The type and number of shares (including bednares) and the persons who have subscr
them at the foundation/ incorporation of the conypamust be registered in the Commercial Regists
Art. 165, point. 3, in connection with Art. 174,rpa2 Commercial Code.

- Should the shares (including bearer shares) feirgd by one person after the incorporation
the company, the name, respectively the trade nantk the standard identification code of
shareholder are entered in the register — Art. p@da. 2 Commercial Code.

- Bearer shares are not delivered until paymertheir nominal value or issue price — Art. 11
para. 3.

- If the shares (including bearer shares) areetdaught back, the buy-back proposal is m
public in the commercial registettn( 187c, para. 2), the datat about the shares acojyréhe company
are obligatorily stated in the annual activity repaf the company (Art. 187d), the same applies &is
shares of the company which are acquired and pEexddxy another company, in which the first comp
has, directly or indirectly, a majority of the wagi rights, or on which it can, directly or indirlgt
exercise controlu(r. 187f).

- In all cases the company has the possibility étenine in its Statute special conditions
transfer of shares (including bearer shares) —1&%, point. 3.

- the company may also determine special conditfonsusing the rights over shares (includi
bearer shares) trough the participation in the gg#naeetings of the shareholders, e.g. to regutat
which way a person shall legitimate her/himselfteesowner of the shares — Art. 223, para. 4.

In addition to these guarantees, another fundamessae must be considered — the shares are
legitimating securities, e.g. their issuance isanabnstituent ground for the rights of the shaldgrs but
only a ground for using them. E.g. if a person hdidarer shares unlawfully, their real owner hdadasb
his/her rights thereto and could ask the candafiabf the securities. There is a special procedurArt.
560 — 568 Civil Procedure Code.

Special consideration has been given to the acquisn of bearer shares in the Amendment of the
Ordinance Nr 1 from 2007 on keeping, storage and aess to the Commercial Register (published i
SG 6/2009, in force since 23. 01. 2009yhich determines the forms of applications, qu
comprehensively the attachments thereto for egoh ¢f entry, expungement or disclosure accordin
the requirements of the law, as well as the formhghe electronic documents.
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Art. 24, para. 3, point. 8 of this Ordinance pr@sdor presentation, in addition to the application
registering in the Commercial Register of the &itjan of bearer shares by one person, also evike
for this acquisition — a verification protocol Byet governing body, which verifies the fact of asifion
of bearer shares. Thus an additional requirementpidblicity and transparency guarantees W
introduced, because all documents, included inGbenmercial Register and the attachments to
registry applications are accessible on-line fargnterested person.

According to Article 11 of the Commercial Regisfat (Amended, SG No. 50/2008) The Commer¢

Register is public and any person has free acbesstod and to the scanned form of the documentben
basis of which the entries, expungements and disoés have been made, as well as to the scanmad
of the company files of reregistered traders. Ragistry Agency has ensured free access again
charge to applications contained in the CommeRe&dister database system, the electronic formeo
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documents attached thereto and refusals decreked ktternet Portdl ra.bg.

In addition a Draft Law on Amending the Law on RabDffering of Securities is pending in tTe

Parliament, which will further improve transparerngyhis respect

Additional questions since the first progress repdr

1. Have banks and financial institutions now an enforeable requirement to screen al
employees?

Law on Credit Institutions obliges the banks to elep and adopt written internal rules for corpor
governance and avoiding conflict of interest. Thies contain requirements on the systems in plade
the duties of employees. The rules shall ensuramiptiementation of best international practicese]
inspection for the compliance with the rules fallghin the obligations of the internal auditor wis
obliged to report to the Bank Management Board BN& for inconsistencies. Several cases are u
investigation at present resulting from the implataéon of screening systems.

Ordinance No. 32 on the requirements to the orgdiniz and activity of the internal control unit thie
insurer, reinsurer and of the persons includednimaurance or reinsurance group, OrdinaNe@5 on
the Requirements for the Activities of Investmemingpanies and Common Funds, Markets in Finar
Instruments Act and Ordinance No. 38 on the requerds for activities of the investment intermedia
obliges FSC'’s supervised entities to have adequesigirement to screen their employees as FS
obliged to inspect their efficiency.
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2. Interms of ML convictions can you indicate the re¢vant predicate offences, the numbe
of autonomous ML cases, and the number of self ladering cases?

r

The data from both pre-trial proceedings and theviotions adjudicated indicate that the most comr
type of predicate is human trafficking and incitipstitution, followed by drug trafficking, fraudlegal

banking activity, tax fraud, extortion and otheé3sme details follow:

2009 — 7 ML cases with predicate human traffickid@JL cases related to extortion and drug trafficki
1 ML case related to smuggling, 18 ML cases rel&tefdaud, bank cards fraud, use of false docusjé
breach of trust, tax crimes, illegal income obtdiimeforbidden or immoral way.

2010 — 4 ML cases related to human trafficking, B bhses related to drug smuggling, 2 ML ca
related to illegal banking activity, extortion afidud, 1 ML case — tax crime and illegal incomeanixd
in forbidden or immoral way.

The ML convictions include:

2009 — in 12 cases the defendants were convictedfat the predicate crimes, in 6 cases — convid
only for ML after prior convictions for the predieacrimes. One person was convicted with
conviction for a predicate crime, that is the parkonew the assets are proceeds of crime.

2010 —in 7 cases persons were convicted alsdéoprtedicate crimes, in 7 cases conviction onlyMar
after prior convictions for the predicate crimesyying in one of these cases that 3 persons knatittie

non
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property are proceeds from crime. In one casersopewas convicted on the basis of knowledge

the
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property are proceeds from crime.

3. Have Guidelines been issued and adopted by the Pexsitor General or the Supreme
Cassation Prosecutors Office on the application dhe general regime of confiscation?

The handbook for the investigation of money lauimdgr elaborated by representatives of SANS,
Ministry of Interior, the National Investigation iS&e and the Prosecutor’s Office, provides guitki

for all procedural actions which need to be implated when dealing with such cases. The handbook is

part of the internal information system of the gmgion for use by all prosecutors and investigatdn

addition trainings in line with the handbook arscabrovided on a regular basis to prosecutors|and

investigators.

4. Please provide up to date information on the confeations achieved (CEPACA) since
the adoption of the first round report.

Please refer to Appendix Ill, Annex 4 concerning #ctivities of CEPACA.

5. How has the MONEYVAL recommendation been observedhiat a more proactive
approach should be undertaken to financial investigtions performed by the police with a view tg
uncovering ML cases and criminal proceeds?

In the Chief Directorate Combating Organized Cran@ore active approach related to the establishment

of assets as part of the investigations has begliedpin around 40 % of the cases the investigatiare
initiated based on notifications received fromititernational cooperation area.

The preparation of the strategy for countering myoteindering in Bulgaria is under way and this
Strategy will serve as a basis for increasing ffieiency of dealing with money laundering as ategral
part of the investigations into economic crimes.

2.5 Questions related to the Third Directive (2066/EC) and the Implementation Directive
(2006/70/ECY

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

Please indicatq Yes, last notifications were from February 2008.
whether the Thirg
Directive and theg
Implementation

Directive have
been fully
implemented / o
are fully applied
and since when.

Beneficial Owner

Please indicatq Yes, art. 3 (6) of the Directive is transposed Hy345) of the RILMML.
whether your legal
definition of
beneficial owner
corresponds to th
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definition of
beneficial owner in
the 3 Directive'

(please alsq
provide the lega
text with  your
reply)

Risk-Based Approach

Please indicate th

extent to which
financial

institutions  have
been permitted ftq
use a risk-base
approach tg

discharging certair
of their AML/CFT
obligations.

The law defines strictly the cases to which sinmgdif CDD could be applied.
However the financial institutions will apply dueiligence higher than th
simplified once when as a result of on going mamtpthey define the customer
not qualifying for simplified CDD. The law also spftes the cases to whic
enhanced due diligence must be applied. In thipeasthe financial institution
could not use the RBA to discharge certain of thbligations.

(n:rgru

Politically Exposed Persons

Please indicatg
whether criteria for
identifying PEPS
in accordance with
the provisions in
the Third Directive
and the
Implementation

Directive®  are
provided for in
your domestig
legislation (pleasé
also provide the
legal text with

your reply).

Yes, they are listed in the art. 8a of the RILMML

Art.8a. (new SG 108/2007) (1) Customers pursuaArtda, Para. 1 of
the LMML consist of potential customers, existiogstomers and beneficial
owners of the client that is a legal person who are

1. heads of State, heads of government, ministeds deeputy or
assistant ministers;

2. members of parliament;

3. members of supreme courts, of constitutionaltsoar of other
high-level judicial bodies whose decisions are sobject to further appeal,
except in exceptional circumstances;

members of courts of auditors;

members the boards of central banks;

ambassadors and charges d'affaires;

high ranking officers in the armed forces;

. members of the administrative, management orersigory
bodies of state-owned enterprises;

(2) The categories stipulated in Para. 1, items ih€lude where
applicable the respOective positions in the ingtihs and bodies of the
European Union and of the international organizetio

(3) The measures stipulated for the categoriesistomers under Para
1 shall also be applied in respect of mayors ampdityemayors of municipalities,
the mayors and their deputies of the districts #mel chairpersons of the

® N o U b

11 For relevant legal texts from the EU standards see Appendix II.

2 please see Atrticle 3(6) of thE Birective reproduced in Appendix II.

3 please see Article 3(8) of thé® Directive and Article 2 of Commission Directive (BJ70/EC
reproduced in Appendix Il.
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municipal councils.

(4) The categories stated in Para. 1, items 1-8addnclude officials at
intermediate or more junior level.

(5) For the purpose of Art. 5a of the LMML the teld person shall
include:

1. spouse or persons who live in factual partnprelith them;

2. relatives of descending line to the first degyeaffinity and their
spouse or persons who live in factual partnerstiip them;

3. the relatives of ascending order of the firgjrde of affinity;

4. any natural person who is known or it can bepespd from
publicly available information to have joint beredil ownership of legal person,
or any other close business relations, with a persterred to in Para. 1;

5. any natural person who has sole beneficial ostigrof a legal
person which is known or it can be supposed frobliply available information
to have been set up for the benefit de facto optirson referred to in paragraph
1.

(6) Without prejudice to the application of enheshadue diligence
based on the assessment of risk in case the pacséonger holds a position
under Para. 1 for a period no shorter than 1 ybarpersons under Art. 3, Paras.
2 and 3 of the LMML are not obliged to apply Ara,%ara.1 of the LMML and
Art. 8a, Paras. 7-12 of these Rules.

(7) For a person under Art. 3, Paras. 2 and 3ef¥MML to enter into
business relations with persons found to fall unither categories pursuant to
Para.l or related persons under Para.5, the appsaesuired of an official at a
managerial position, designated by the respectreedive body of the person
under Art. 3, Paras. 2 and 3 of the LMML.

(8) In cases where after establishing commercialprmfessional
relations it is found out that a customer or thedfieial owner of a customer
that is legal person falls under the categoriepesisPara. 1 or is related person
under Para. 5, the continuation of business relatiequires prior approval of 4
person under the preceding paragraph.

(9) The persons under Art. 3, Para. 2 and 3 oL MBIL are obliged to
undertake adequate actions to establish the on§ithe funds, used in the
commercial or professional relations with a custoorehe beneficial owner of a
customer that is a legal person for whom they Haued out that he/she is 4
person under Para. 1 or a related person under ®ara

(10) The obligation under Para. 9 also arises wigforming separate
operation or transaction without establishing pssfenal or commercial
relations with the customer or the beneficial owofethe customer that is a legal
person, for whom it is found out that he/she i€espn under Para. 1 or a relate
person under Para. 5, regardless of the valueeddplerations or decal.

(11) The persons under Art. 3, Para. 2 and 3et¥ML are obliged
to carry out constant and enhanced monitoring abeir commercial or
professional relations with persons under Parandlralated persons under Para.
5.

o

(12) In regard to the potential customer, existingtomer or beneficial
owner of a customer that is a legal person, whdsalposition under Para. 1 of
is a related person under Para. 5, the enhancesunesaunder Art. 8, Para. 3
shall apply. The concrete measures which shallgpiesd in each respective
case are to be decided by the person under ARaf.2 and 3 of the LMML
while taking into consideration the type of custorparsuant to Paras. 1 and 5

U
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and the nature of the commercial or business oglatith him/her.

(13) Based on the analysis of risk the personsmufde3, Paras. 2 and
3 of the LMML are obliged to elaborate effectivaeimal systems, that would
allow them to determine whether a potential custorae existing customer or
the beneficial owner of a customer legal personl$al position under Para.1 o
is related person under Para. 5.

(14) The systems under Para. 13 can be based dolltheing sources
of information:

1. information gathered through the applicatioi\df 8, Para. 3;

2. written declaration required from the customéhwhe purpose of

determining whether the person falls within theegaties pointed in Paras. 1

and 5;
3.
databases.

information received through the use of intermmal external

(15) In case of failure to identify a customer allirig under Art. 5a, Para. 1 of the
Nt

LMML the control bodies are obliged to discuss teasons for the infringeme

r

and where adequate measures under Para. 13 hadalkeen they should abstawin

from imposing a sanction.

“Tipping off”

Please indicat¢
whether the
prohibition is

limited to the
transaction repor
or also covers

ongoing ML or TF
investigations.

Only for STRs - art. 14(1) of the LMML and art. @& the LMTF

LMML, Article 14 (1) (Amended and supplemented, SG No. 1/200
supplemented, SG No. 31/2003, previous ArticleS@,No. 54/2006, amended

SG No. 109/2007) The persons under Article 3, pagats (2) and (3), persons

who manage and represent them, and their persamehot notify their client
or any third party of the disclosure of the infotioa in the cases under Articles
9,11, 114, 13 and 18.

LMTF, Art. 9(8) (New, SG No. 92/2007) The persons under Artic{@)3and (3) of

the Law on Measures against Money Laundering, #regns who supervise and

represent them, and their employees, may not ntitdir customer or third partie

about the disclosure of information under this Lancept in the cases of Article 14

(2) - (5) of the Law on Measures against Money Idmiimg, subject to th
restrictions under Article 14 (7) thereof.

With respect to the

prohibition of
“tipping off”
please indicatg

whether there ar
circumstances

where the
prohibition is lifted
and, if so, the
details of such
circumstances.

Article 14 (1) (Amended and supplemented, SG N20Q1, supplemented, SG No.

31/2003, previous Article 14, SG No. 54/2006, aneehdSG No. 109/2007) Th

S

persons under Article 3, paragraphs (2) and (3sgues who manage and represent

them, and their personnel may not notify their mdli@r any third party of the

disclosure of the information in the cases undeickes 9, 11, 11a, 13 and 18.
(2) (New, SG No. 54/2006) The information disclesban under Paragraph 1 sh
not apply to the relevant supervisory authorityemélrticle 3a.

(3) (New, SG No. 92/2007) The ban under paragraphshall not prejudice

information disclosure between persons belongingn® and the same group whi

is in a Member State or in a country named in iftauhder Article 4, paragraph (9).
(4) (New, SG No. 92/2007) The ban under paragraphshall not prejudice

information disclosure between persons under Axtic8, paragraph (2
subparagraphs (11), (18) and (28) from Member Statdrom countries named
the list under Article 4, paragraph (9) which cotidtheir professional activity
within the framework of a single legal body or goobaving joint ownership
management or control in implementing this Act.
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(5 (New, SG No. 92/2007) The ban under paragraphshall not prejudice

information disclosure between persons under Axtic®, paragraph (2
subparagraphs (1) to (3), (11), (18) and (28) sesaconcerning one and the sa

client or one and the same transaction involving tw more parties, under the

following conditions:

1. the parties are located in a Member State ardountry named in the list under

Article 4 paragraph (9);
2. the parties belong to one and the same professtategory;

3. the parties are subject to confidentiality ofligns in respect of proprietary, bank

or commercial secrets and personal data protectiah correspond to Bulgarig
legislation;

4. the information may be used solely to prevenh@ydaundering and financing

terrorism.

(6) (New, SG No. 92/2007) Where persons under Wrti8, paragraph (2
subparagraphs (11), (18) and (28) are trying teudide a client from engaging
illegal activity, this shall not be considered infation disclosure in the meaning
paragraph (1).

(7) (New, SG No. 92/2007) Exclusions under pardgsa®) through (5) shall no

apply, and no disclosure of information shall blwaéd between persons und
Article 3, paragraphs (2) and (3) and persons ftoomtries named in the list und
Article 7a, paragraph (3), nor where persons udédtcle 3, paragraphs (2) and (
are in non-compliance of their obligations under Bersonal Data Protection Act.

“Corporate liability”

Please indicatg
whether corporatg
liability can be

applied where ar
infringement is
committed for the
benefit of that
legal person by 3
person whg
occupies a leadin
position within
that legal person.

Yes:
Article 83a of Administrative Violations and Sameis Act
(New, SG, No. 79/2005)

(1) A legal person, which has enriched itself oruldoenrich itself from a crime
under Articles 108a, 109, 110 (preparations famotém), Articles 142-143a , 159

159c, 209-212a, 213a, 214 , 215, 225c, 242, 25D, 253, 254, 254b, 256, 25
280, 283, 301-307 , 319a-319f, 320-321a and 354a-85the Criminal Code , 3
well as from all crimes, committed under ordersooffor implementation of &
decision of an organized criminal group, when thaye been committed by:
1. an individual, authorized to formulate the wilthe legal person;

2. an individual, representing the legal person;

3. an individual, elected to a control or supemyduody of the legal person, or

4. an employee, to whom the legal person has asdigncertain task, when the

crime was committed during or in connection with gerformance of this task,
shall be punishable by a property sanction of Up@N 1,000,000, but not less th

the equivalent of the benefit, where the same is @roperty nature; where the

benefit is no of a property nature or its amountnod be established, the sanct
shall be from BGN 5,000 to 100,000

Can corporate
liability be applied
where the
infringement is
committed for the
benefit of that
legal person as

result of lack of

Yes: According to Art 24 para 2 of the Liable fadministrative violations
committed in connection with or during the perforoa of enterprises|

administrations' and organisations' business &etivshall be the employees w
have committed such violations as wal the managing officers who have
ordered or allowed the commission thereof.
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supervision of
control by person
who occupy &
leading  position
within that legal
person.

DNFBPs

Please specify
whether the
obligations apply
to all natural ang

legal persong
trading in all
goods wherg
payments are mad
in cash in an
amount of €

15 000 or over.

Yes art. 24 of the list of reporting entities undiee LMML: 24. (New, SG No
1/2001, amended, SG No. 31/2003, SG No. 92/200BpRe dealing by occupatia
in objects where a payment was made in cash andatbhe exceeded BGN 30,000

or its equivalent in a foreign currency

2.6 Statistics

Money laundering and financing of terrorism cases

a) Statistics provided in the first progress report

2006 (for comparison purposes)

N .« | Convictions*** Proceeds Proceeds Proceeds
Investigations Prosecutions ; ; .
(final) frozen seized confiscated
amount amount amount
cases| persons| Cases** | persons| cases| persons| cases| (in cases| (in cases| (in
EUR) EUR) EUR)
ML | 62 i 8 o | 3 : i . . i - | 350000
FT 0 0 0 0 0 0 0 0 0 0 0 0
* Newly started in the respective year
** Cases brought to the court
*** Cases: 4 convictions and 3 verdicts of not guibersons: 4 convicted and 3 discharged
2007
| S . Convictions*** Proceeds Proceeds Proceeds
nvestigations | Prosecutions . ; :
(final) frozen seized confiscated
amount amount amount
cases| persons| cases| persons| cases| persons| cases| (in cases| (in cases| (in
EUR) EUR) EUR)
Moo | - |10 1| 5 7 : : : : - | 415000
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(fr[ o[ o [ o] o[ of o] of o] of of of 0]
*** Cases: 8 convictions and 2 verdicts of not guibersons: 9 convicted and 4 discharged
2008
N . Convictions*** Proceeds Proceeds Proceeds
Investigations | Prosecutions A ; .

(final) frozen seized confiscated

amount amount amount
cases| persons| cases| persons| cases| persons| cases| (in cases| (in cases| (in
EUR) EUR) EUR)

11 23 10 000

ML | 134 - 17 36 5 5 - 000 - - - 286 000

FT 0 0 0 0 0 0 0 0 0 0 0 0

*** Cases: 11 convictions and 2 verdicts of notltyyi 23 convicted and 2 discharged
Notices:
1. The amount of seized proceeds is generateditentaure in Euros, because the seized proceeus w
in Euros, USD and BGN.
2. The amount of seized proceeds in 2008 do nhideche amount of 128 230 Euros, on which amount
the court of last instance shall pronounce shortly.
3. According to provisions of art 253 of the Pe@able in favour of state shall be deprived the sulgé
crime, but the law do not provide confiscation odqeeds.

b) Statistics since the adoption of the first progess report

2009
_— . Convictions Proceeds . Proceeds
Investigations | Prosecutions . Proceeds seizeq .
(final) frozen confiscated
amount amount amount
cases| persons| cases| persons| cases| persons| cases  (in cases| (in cases (in EUR)
EUR) EUR)
563 817 16* 32* 3 000
ML 83 57 26 62 Ok O - 000 5 700 000
FT 0 0 0 0 0 0 0 0 0 0 0 0
2010
Investiaations | Prosecutions Convictions Proceeds Proceeds Proceeds
9 (final) frozen seized confiscated
amount amount amount
cases| persons| cases| persons| cases| persons| cases| (in cases| (in cases| (in
EUR) EUR) EUR)
ML ?gi’ 1§85 20 35 o* 18* i 4 000 7 600
2%* 4** 000 000
FT 0 0 0 0 0 0 0 0 0 0 0 0
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03. 2011

| L : Convictions Proceeds Proceeds Proceeds
nvestigations | Prosecutions . : :
(final) frozen seized confiscated
amount amount amount
cases| persons| cases persons| cases| persons| cases  (in cases| (in cases (in EUR)
EUR) EUR)
2* 2*
ML | NA NA NA NA O+ O+ - 300 000***
FT 0 0 0 0 0 0 0 0 0 0 0 0

Notes (2009-2011):

General Notes

Please note that the first number under investigatand persons denotes the initial checks (ragphct
persons) carried out by law enforcement (the uniChief Directorate Combating Organized Crime of
Ministry of Interior), that is checks that have rsiill reached the phase of pre-trial proceedifigse
second number indicates the pre-trial proceedingglae persons that are involved in those cases.
Please note that the amounts mentioned in theosscton proceeds frozen and confiscated are
approximate and do not entirely account for prgpether than financial funds (or equal value to be
paid), such as real estate, movable property witere the amount needs to be calculated additionall
This information is based on the property as ligteithe indictment, respectively the disposition.

* The number of convictions/persons in force.

** The number of acquittals/acquitted persons (fina
*** The amount is approximate due to the calculas®f the value related to different kinds of prbpe
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STR/CTR

a) Statistics provided in the first progress report

2006 (for comparison purposes)*

Statistical Information on reports received by theFIU

Judicial proceedings

notifications
reports about cases t0 law
suspicious opened indictments convictions
) enforcement/
reports about | transactions | by FIU
T . prosecutors
Monitoring transactions
entities, e.g. above ML FT ML FT
threshold ML | FT|ML |[FT| ML | FT | &5 S5 S5 S5
APolgPolalo)lan
© B © B © B © B
commercial banks 201213| 267 2
insurance companies - 0 0
Notaries 33740 1 0
Currency exchange - 0
broker companies - 0
securities' registrars - 0
lawyers - 0
accountants/auditors - 0
company service providers - 0
others (please specify
and if necessary add - 0
further rows) 374| 2| 272 2| 3] 3| o 2 4
Financial houses 300 1 0
All others 57 -
Tax authorities - 21 0
Persons dealing in precious
- 1 0
Metals, stones ..
Customs - 49 0
Casinos - 8 0
Privatization bodies - 6 0
Pursuant art 18(2) of LMM - 18 0
Central depository - 1 0
Not profit organization - 1 0
Total 235 310 374 Y.
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2007

Statistical Information on reports received by theFIU

Judicial proceedings

notifications
reports about cases
o to law — -
suspicious opened indictments convictions
) enforcement/
reports about | transactions | by FIU rosecutors
Monitoring transactions P
entities, e.g. above ML FT ML FT
threshold |y | pr ML |FT | ML | FT | 85 S 5 85 85
0Ny 0w n 0w nh oy 0 n
S b S b S p S p
(&) B (&) B o B o B
commercial banks 240 550 353 1
insurance companies - 0 0
Notaries 60 160 2 0
Currency exchange - 1 0
broker companies - 1 0
securities' registrars - 0 0
lawyers - 0 2
accountants/auditors - 0 Ol 400! 1| 336 1 1l 1l o 1 4
company service providers - 1 0
others (please specify
and if necessary add 0
further rows)
Financial houses 250 0 0
Tax authorities - 10 0
All others 40 - -
Pension funds - 1 0
Customs - 32 0
Casinos - 7 0
Privatisation bodies - 1 0
Pursuant art 18(2) of LMM - 4 0
Supervisory bodies - 4 0
Car dealers 12 0
Total 301000 431 J400| 1 336 | 1
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2008

Statistical Information on reports received by theFIU

Judicial proceedings

notifications
reports about cases
. to law — -
suspicious opened indictments convictions
) enforcement/
reports about | transactions | by FIU rosecutors
Monitoring transactions P
entities, e.g. above ML FT ML FT
threshold 1 vy | v ML |FT| ML | FT | 85 8 5 2 5 25
0w n oy 0 n nn oy 0 n
8 b 8 b S D S D
R R R R
commercial banks 284937 513 q
insurance companies 0 0
Notaries 58 460 1 0
Currency exchange 1 0
broker companies 1 0
securities' registrars 0 0
lawyers 0 0
accountants/auditors 0 0
company service providers 0 0
others (please specify
and if necessary add
further rows) 565 1 400 1 2 8 0 1 4 q
Financial houses 400
All others 1100
Tax authorities 27 0
Tax consultants 1 0
Casinos 5 0
Customs 33 0
Financial house 1 0
Pension funds 4 0
State bodies 2 0
Real estate agent 0 1
Total 344987| 591 1

*When comparing statistics on notifications to l@mforcement/prosecutors, made by the FIU, and
statistics on indictments, one should bear in ntivad statistics on indictments reflect only thedsaoh
are based on direct notification by the FIU to Bmesecutors™ Office and do not reflect indictmdrdsed
on indirect notifications /to the police and froralipe to the Prosecutors™ Office/. Direct notificais
from the FIU to the Prosecutors Office are raree Vst majority of them are sent to the police and

SANS.
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b) Statistics since the adoption of the first progess report

Explanatory Note (2009-2010):

Please note that due to the new system for pdatitin of the cases implemented in the BulgaFiluhin

2010, the section “cases opened” for 2010 incluglesases where extensive further checks and/or
analysis has been undertaken based on the STRisettda the respective year. These include the
operational/analytical cases, the information/aticdy cases and the cases based on additional STRs
related to previous financial development perforrbgdBulgarian FIU but identifying new leads. All
STRs are subject to initial assessment of theipriand all three categories of “cases opened by Bre
subject to additional checks/analysis performethiey1U analysts.

Please note that the number under category “Othetsie section on cash threshold transactionsiaes
transactions that are not mentioned under any efsgiecific categories listed (e.g. “Others” doest n
include financial houses or real estate interméarhich are listed below).

Please note that no statistics can be providedrum@esection judicial proceedings (indictments and
convictions) as the notifications sent by the BrilaFIU are subject to further checks by the retpe
departments of the State Agency for National Secuni the Chief Directorate Combating Organized
Crime in the Ministry of Interior before resulting a prosecutorial check or pre-trial proceedirise
direct notifications from the FIU to the prosecutiare still rare.

2009
Statistical Information on reports received by theFIU Judicial proceedings
notifications
reports about | cases
. to law . -
suspicious opened indictments convictions
) enforcement/
reports about | transactions | by FIU
o ) prosecutors
Monitoring transactions
entities, e.g. above ML FT ML FT
threshold |y | F7 ML |FT | ML | FT | 85 $ 5 S 5 S 5
0Ny 0w n 0 Ny 0w n
S5 S5 S5 8B
P P P >N
Commercial Banks 236 970 721 0 7ol 0O 521 0
Insurance Companies 1 0
Notaries 4 060 3 0
Currency Exchange 0 0
Broker Companies 0 0
Securities' Registrars 0 0
Lawyers 0 0
Accountants/Auditors 0 0
Company Service Providets 0 0
Others (please specify
and if necessary add ~1 000
further rows)
Tax authorities 26 0
Leasing companies 1 0
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Casinos 11 0
Customs authorities 15 0
Financial houses 200 97 0
Privatization authorities 1 0
Supervision authorities 1 0
Pension funds 4 0
Wholesale traders 1 0
Car dealers 1 0
Total 241 230 883 0
2010
Statistical Information on reports received by theFIU Judicial proceedings
notifications
reports about cases
v to law . _
suspicious opened indictments convictions
) enforcement/
reports about | transactions | by FIU
L . prosecutors
Monitoring transactions
entities, e.g. above ML FT ML FT
threshold |\ | B1 (ML |ET | ML | FT | 85 25 25 35
nn oy 0 n nn o 0 n
S 5 S 5 S 5 S 5
© 5 © 5 © 5 © 5
Commercia| Banks 225 621 811 2 665 2 478 2
Insurance Companies 4 0 0
Notaries 5863 0
Currency Exchange 762 0
Broker Companies 0 0
Securities' Registrars 91 0
Lawyers 1 0
Accountants/Auditors 0
Company Service Providers 0 0
Others (please specify
and if necessary add 302
further rows)
Other non-banking 7 0
financial companies
Supervision authorities 2 0
Leasing companies 2 0
Casinos 7 0
Professional unions 1 0
Financial houses 801 505 0
State authorities concludin 1 0
concession contracts
Privatization authorities 1 0
Customs authorities 11 0
Real estate intermediaries 43 2 0
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Tax authorities 114 11 0

Pension funds 1 0

Total 233510 1460 2

AML/CFT Sanctions imposed by supervisory authorities

Please complete a table (as beneath) for admitivgtrsanctions imposed for AML/CFT infringements in
respect of each type of supervised entity in tharfcial sector (eg, one table for banks, one feurrisnce,
etc). If possible, please also indicate the type#aML/CFT infringements for which sanctions were
imposed in text beneath the tables in your repgjrtfilar information is available in respect of sngsed
DNFBP, could you please provide an additional tgbletables) covering administrative sanctions on
DNFBP, also with information as to the types of AMET infringements for which sanctions were
imposed in text beneath the tables in your reggage adapt the tables, as necessary, also tatiedioy
criminal sanctions imposed on the initiative of syisory authorities and for what types of infringent.

Administrative Sanctions

The following statistics reflects the supervisianity of the Bulgarian FIU (AML/CTF supervisionf o
all reporting entities). The statistics cover timahcial institutions and DNFBPs.
Please note that all amounts of fines are provid&GN. The statistics for 2011 is as of 1 Marci 20

Please note that for 2004-2007 no detailed stistiere kept as to the sanctions that were appealed
(taken to court). All of the sanctions (imposedaa®sult of the on-site inspections 2004-2007) were
taken to court have been finalized. The average tivacessary for finalizing the sanction in court is
between 12 and 18 months.

In addition the statistics on written warnings ecoammendation reflect the final bills of infringemte
where no sanction was imposed.

Banks

2004 2005 2006 | 2007 | 2008 | 2009 [ 2010 | 2011

for for
comparison | comparison

Number of AML/CFT | 4 10 2 3 3 0 13 0
violations identified by
the supervisor

Type of
measure/sanction*
Written warnings and/of 2 - 1 3 1 0 0 0
recommendationg
Fines| 2 10 1 0 0 3 0 5

Withdrawal of licensg - - - - - - R -

Total amount of fines 30000 30000 20000 O 0 60000 O 25000
Number of sanctions| NA NA NA NA 3 1
taken to the court (where

applicable)
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Number of final courf NA NA NA

orders

NA 2

Average time for finalising
a court ordef

The following violations of the AML/CTF legislationvere found during on-site inspections: no
declaration for the origin of funds (Art. 4, ParaLMML); incomplete identification of the customer
(natural person) under Art. 6, Para. 1, Item 2 LMMiperation not suspended despite incomplete
identification or no declaration for the origin fafnds (Art. 4, Para. 4 LMML); refusal of the obl@je
entity to grant permission to the inspection tedrkltJ to enter premises or refusal of documentd.(Ar
17, Para. 8 LMML); failure to report suspicion otiraely basis (Art. 11 LMML); incomplete provision
of documents to FIU (Art. 9 LMML).

Financial Institutions (includes all categories obbliged persons under Art. 3, Para. 2, ltem 1
LMML - financial houses, exchange bureaus and monagmittance; financial institutions
under the other Items of Art. 3, Para. 2 LMML are not included)

2004 2005 2006 | 2007 | 2008 | 2009 | 2010 | 2011
for for
comparison | comparison
Number of AML/CFT 5 9 17 23 7 5 3 8
violations identified by
the supervisor
Type of
measure/sanction*
Written warnings and/oy 0 0 0 20 4 4 0 1
recommendationg
Fines 5 9 17 34 10 7 7 0
Withdrawal of licensq - - - - - - - -
Total amount of fines 17400 43000 | 47000]| 87000( 29000( 38000| 20000 -
Number of sanctions NA NA NA 12 7 6 4 0
taken to the court (where
applicable)
Number of final court NA NA NA 12 7 6 0 0
orders
Average time for finalising
a court ordel

The following violations of the AML/CTF legislatiowere found during on-site inspections: operation
not suspended despite incomplete identificationadeclaration for the origin of funds (Art. 4, Ra#
LMML); failure to report suspicion on a timely bagiArt. 11 LMML); cash threshold transactions not
reported (Art. 11a LMML).
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Insurers and insurance intermediaries (Art. 3, Para2, Item 2 LMML)

2004 2005 2006 | 2007 [ 2008 [ 2009 | 2010 | 2011
for for
comparison | comparison
Number of AML/CFT |2 0 0 6 5 7 18 0
violations identified by
the supervisor
Type of
measure/sanction*
Written warnings and/of 1 0 0 2 0 1 0 0
recommendation$
Fines| 1 0 0 6 1 3 17 0
Withdrawal of licensgq - - - - - - - -
Total amount of fines 3000 0 0 18000 [ 10000(15000[ 77000| O
Number of sanctions 3 7 0
taken to the court (where
applicable)
Number of final courf NA NA NA NA NA 3 2 0
orders
Average time fo
finalising a court ordef

The following violations of the AML/CTF legislatiorwere found during on-site inspections: no
declaration for the origin of funds (Art. 4, ParaLMML); lack of identification of the beneficialvener
(Art. 6, Para. 2 LMML); operation not suspendedpitesincomplete identification or no declaratiom fo
the origin of funds (Art. 4, Para. 4 LMML); no imteal rules within the legally specified timefranoash

threshold transactions not

reported.

Investment intermediaries (Art. 3, Para. 2, Item 3. MML)

2f004 2005 2006 | 2007 | 2008 | 2009 | 2010 | 2011
or for
comparison | comparison
Number of AML/CFT | O 1 0 5 4 12 6 0
violations identified by
the supervisor
Type of
measure/sanction*
Written warnings and/of 0 0 0 4 0 3 0 0
recommendationg
Fines| 0 1 0 5 3 7 1 0
Withdrawal of licensg - - - - - - - -
Total amount of fines 0 5000 0 16000 | 9000 [ 29000| 1000 0
Number of sanctions| NA NA NA 2 3 4 1 0
taken to the court (where
applicable)
Number of final cour] NA NA NA 2 3 2 1 0
orders
Average time fo
finalising a court ordef
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The following violations of the AML/CTF legislatiorwere found during on-site inspections: no
declaration for the origin of funds (Art. 4, ParaLMML); lack of identification of the beneficialvener
(Art. 6, Para. 2 LMML); operation not suspendedpitesincomplete identification or no declaratiom fo
the origin of funds (Art. 4, Para. 4 LMML); no imtel rules within the legally specified timeframfert

16, Para. 1 LMML); cash threshold transactionsraported (Art. 11a LMML).

Pension insurance and health insurance (Art. 3, Par 2, ltem 4 LMML)

2004 2005 2006 | 2007 | 2008 | 2009 | 2010 | 2011
for for
comparison | comparison
Number of AML/CFT 0 1 3 0 0 2 6 0
violations identified by
the supervisor
Type of
measure/sanction*
Written warnings| 0 0 0 0 0 0 0 0
Fines 0 1 3 0 0 4 1 2
Withdrawal of licensq - - - - - - - -
Total amount of fines 0 3000 8000 0 0 12000| 3000 [ 6000
Number of sanctions NA NA NA NA 0 4 0 0
taken to the court (where
applicable)
Number of final court NA NA NA NA 0 4 0 0
orders
Average time for finalising
a court ordet

The following violations of the AML/CTF legislatiomere found during on-site inspections: lack of
identification of the beneficial owner (Art. 6, Bar2 LMML); operation not suspended despite
incomplete identification or no declaration for thdgin of funds (Art. 4, Para. 4 LMML); no cash
threshold reporting within the timeframe under RHEMML.

Gambling (Art. 3, Para. 2, Item 7)

2004 2005 2006 | 2007 | 2008 | 2009 | 2010 | 2011
for for
comparison | comparison
Number of AML/CFT 1 0 1 0 0 0 4 0
violations identified by
the supervisor
Type of
measure/sanction*
Written warnings and/oy 0 0 1 11 0 2 1 0
recommendationg
Fines 1 0 1 1 0 0 0 4
Withdrawal of licensq - - - - - - - -
Total amount of fines 5000 0 2000 | 2000 0 0 0 12000
Number of sanctions
taken to the court (where
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applicable)

Number of final court NA NA NA 0 0 0 0 0
orders

Average time for finalising
a court ordef

The following violation of the AML/CTF legislationas found during on-site inspections: lack of
identification of the client as per Art. 4, Pard.N\AML.

Legal entities that maintain employee mutual aid fads (Art. 3, Para. 2, Item 8 LMML)

2004 2005 2006 | 2007 | 2008 | 2009 | 2010 | 2011

for for
comparison [ comparison

Number of AML/CFT | O 0 0 0 0 0 6 2
violations identified by
the supervisor

Type of
measure/sanction*

Written warnings and/of 0 0 0 0 0 0 0 0
recommendationg

Fines| O 0 0 0 0 0 6 0

Withdrawal of licensg - - - - - i

Total amount of fines 0 0 0 0 0 0 26000 0

Number of sanctions 6
taken to the court (where
applicable)

Number of final courf NA NA NA 0 0 0 2 0
orders

Average time for finalising
a court ordef

The following violations of the AML/CTF legislationvere found during on-site inspections: no
declaration for the origin of funds (Art. 4, ParaLMML); cash threshold transactions not reportad.(
1la LMML).

Postal services (Art. 3, Para. 2, Item 10 LMML)

2004 2005 2006 | 2007 | 2008 | 2009 | 2010 | 2011

for for
comparison [ comparison

Number of AML/CFT | O 0 0 0 2 0 0 0
violations identified by
the supervisor

Type of
measure/sanction*
Written warnings and/of O 0 0 0 0 0 1 0
recommendationg
Fines| O 0 0 0 0 1 0 0
Withdrawal of licensqg - - - - - - - -
Total amount of fines 10000
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Number of sanctions| O 0 0 0 0 1 0
taken to the court (where
applicable)

ONumber of final courf NA NA NA 0 0 1 0 |0

orders

Average time for finalising
a court ordef

The following violations of the AML/CTF legislationvere found during on-site inspections: no

declaration for the origin of funds (Art. 4, PavaLMML); lack of identification of the beneficialvaner

(Art. 6, Para. 2 LMML).

Persons lending cash against a pledge of chattefm{vn shops) (Art. 3, Para. 2, Item 9 LMML)

2004 2005 2006 | 2007 | 2008 | 2009 | 2010 | 2011
for for
comparison | comparison
Number of AML/CFT | O 0 0 0 0 2 5 0
violations identified by
the supervisor
Type of
measure/sanction*
Written warnings and/of O 0 0 0 0 0 0 1
recommendationg
Fines| O 0 0 0 0 0 7 0
Withdrawal of licensg - - - - - - - -
Total amount of fines 31000
Number of sanctions
taken to the court (where
applicable)
Number of final courf 0 0 0 0 0 0 5 0

orders

Average time for finalising

a court ordef

The following violations of the AML/CTF legislatiorwere found during on-site inspections: no

declaration for the origin of funds (Art. 4, ParaLMML); cash threshold transactions not reportad.(

1la LMML).
Notaries (Art. 3, Para. 2, Item 11 LMML)
2004 2005 2006 | 2007 | 2008 | 2009 | 2010 | 2011
for for
comparison comparison
Number of AML/CFT | O 2 0 11 5 31 4 0
violations identified by
the supervisor
Type of
measure/sanction*
Written warnings and/of 0 0 0 7 7 0 0 0
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recommendation

Fines| O 2 0 8 9 11 9 4
Withdrawal of licensqg - - - - - - - -
Total amount of fines 0 6000 0 8500 | 13500| 11000 20000| 8000
Number of sanctions 4 2 7 6 0
taken to the court (where
applicable)
Number of final courf NA NA NA 4 2 5 0 0
orders

Average time for finalising
a court ordef

The following violations of the AML/CTF legislatiorwere found during on-site inspections: no
declaration for the origin of funds (Art. 4, PavaLMML); lack of identification of the beneficialvaner
(Art. 6, Para. 2 LMML); no reporting of suspiciooperations (Art. 11 LMML).

Financial leasing (Art. 3, Para. 2, Item 13 LMML)

2004 2005 2006 | 2007 | 2008 | 2009 | 2010 | 2011
for for
comparison | comparison
Number of AML/CFT | O 0 0 2 0 5 15 0
violations identified by
the supervisor
Type of
measure/sanction*
Written warnings and/of O 0 0 1 2 1 1 0
recommendationg
Fines| 0 0 0 1 0 0 15 0
Withdrawal of licensg - - - - - - - -
Other**
Total amount of fines 0 0 0 2000 0 0 51000 O
Number of sanctions| NA NA NA 0 0 0 11 0
taken to the court (where
applicable)
Number of final courf NA NA NA 0 0 0 3 0
orders
Average time for finalising
a court ordel

The following violations of the AML/CTF legislatiorwere found during on-site inspections: no
declaration for the origin of funds (Art. 4, PavaLMML); lack of identification of the beneficialvaner
(Art. 6, Para. 2 LMML); operation not suspendedpitesincomplete identification or no declaratiom fo
the origin of funds (Art. 4, Para. 4 LMML); cashréBhold transactions not reported (Art. 11a LMML).
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Non-profit organizations (Art. 3, Para. 2, Iltem 17LMML)

2004 2005 2006 | 2007 | 2008 | 2009 | 2010 | 2011
for for
comparison | comparison
Number of AML/CFT | O 1 0 0 0 3 1 0
violations identified by
the supervisor
Type of
measure/sanction*
Written warnings and/of 0 0 0 0 0 2 0 0
recommendationg
Fines| O 1 0 0 0 1 2 0
Withdrawal of licensg - - - - - - - -
Total amount of fines 0 2000 0 0 0 5000 | 8000 0
Number of sanctions| NA NA NA 0 0 1 2 0
taken to the court (where
applicable)
Number of final courf NA NA NA 0 0 1 0 0
orders
Average time for finalising
a court order

The following violations of the AML/CTF legislatiomere found during on-site inspections: lack of
internal rules (Art. 16 LMML); no declaration fohe origin of funds (Art. 4, Para. 7 LMML); lack of

identification of the beneficial owner (Art. 6, Ba2 LMML).

Auditors (Art. 3, Para. 2, Item 18)

2004 2005 2006 | 2007 | 2008 | 2009 | 2010 | 2011
for for
comparison | comparison
Number of AML/CFT | O 0 0 0 0 3 3 0
violations identified by
the supervisor
Type of
measure/sanction*
Written warnings and/of 0 0 0 0 3 1 0 0
recommendationg
Fines| 0 0 0 0 0 1 3 0
Withdrawal of licensq - - - - - - - -
Total amount of fines 0 0 0 0 0 5000 | 11000 O
Number of sanctions| NA NA NA 0 0 0 2 0
taken to the court (where
applicable)
Number of final cour] NA NA NA 0 0 0 0 0
orders

Average time for finalising

a court order
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The following violations of the AML/CTF legislatiomere found during on-site inspections: lack of
internal rules (Art. 16 LMML); no declaration fond origin of funds (Art. 4, Para. 7 LMML); lack of
identification of the beneficial owner (Art. 6, Ba2 LMML).

Persons selling commodities where the payment is aash and the value exceeds 30 000 BGN or its
equivalent in a foreign currenc

2004 2005 2006 | 2007 | 2008 | 2009 | 2010 | 2011
for for
comparison | comparison
Number of AML/CFT | O 0 0 0 5 18 27 0
violations identified by
the supervisor
Type of
measure/sanction*
Written warnings and/of 0 0 0 0 4 7 9 0
recommendationg
Fines| 0 0 0 0 0 17 15 0
Withdrawal of licensqg - - - - - - -
Total amount of fines 0 0 0 0 0 91000( 63000 O
Number of sanctions| NA NA NA 0 0 10 1 0
taken to the court (where
applicable)
Number of final courf NA NA NA 0 0 7 0 0
orders
Average time for finalising
a court ordet

The following violations of the AML/CTF legislatiomere found during on-site inspections: lack of
internal rules (Art. 16 LMML); no declaration fond origin of funds (Art. 4, Para. 7 LMML); lack of

identification of the beneficial owner (Art. 6, Rar2 LMML); no cash threshold transactions repgrtin
(Art.11a LMML).

Tax consultants (Art. 3, Para. 2, ltem 26)

2004 2005 2006 | 2007 | 2008 | 2009 | 2010 | 2011
for for
comparison | comparison
Number of AML/CFT | O 0 0 0 0 7 0 0
violations identified by
the supervisor
Type of
measure/sanction*
Written warnings and/of 0 0 0 0 0 0 1 0
recommendationg
Fines| 0 0 0 0 0 0 5 0
Withdrawal of licensqg - - - - - - - -
Total amount of fines 0 0 0 0 0 0 16000, O
Number of sanctions| O 0 0 0 0 0 5 0
taken to the court (where
applicable)
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Number of final court
orders

Average time for finalising
a court orde]

The following violations of the AML/CTF legislatiomere found during on-site inspections: lack of
internal rules (Art. 16 LMML); no declaration fohd origin of funds (Art. 4, Para. 7 LMML); lack of
identification of the beneficial owner (Art. 6, Ba2 LMML).

Persons providing legal advice (Art. 3, Para. 2, &m 28)

2004 2005 2006 | 2007 | 2008 | 2009 | 2010 | 2011
for for
comparison | comparison
Number of AML/CFT | O 0 0 0 5 14 4 0
violations identified by
the supervisor
Type of
measure/sanction*
Written warnings and/of 0 0 0 0 0 3 0 0
recommendation$
Fines| 0 0 0 0 0 7 6 0
Withdrawal of licensq - - - - - - - -
Total amount of fines 0 0 0 0 0 50000| 26000 O
Number of sanctions 7 4
taken to the court (where
applicable)
Number of final courf NA NA NA 0 0 5 0 0
orders
Average time for finalising
a court orde

The following violations of the AML/CTF legislatiorwere found during on-site inspections: no

declaration for the origin of funds (Art. 4, PavaLMML); lack of identification of the beneficialvaner
(Art. 6, Para. 2 LMML); no cash threshold transaes reporting (Art. 11a LMML).

Real estate intermediaries (Art. 3, Para. 2, ltem2LMML)

2004 2005 2006 | 2007 | 2008 | 2009 | 2010 | 2011
for for
comparison | comparison
Number of AML/CFT | O 0 0 2 10 11 4 2
violations identified by
the supervisor
Type of
measure/sanction*
Written warnings and/oy 0 0 0 4 3 0 0 0
recommendationg
Fines| 0 0 0 3 15 12 6 0
Withdrawal of licensq - - - - - - - -
Total amount of fines 0 0 0 6000 | 47000 [ 60000| 15000 O
Number of sanctions| NA NA NA 0 2 12 0 0
taken to the court (where
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applicable)
Number of final cour| NA NA NA 0 0 7 0 0
orders

Average time for finalising
a court ordel

The following violations of the AML/CTF legislatiowere found during on-site inspections: no decianat
for the origin of funds (Art. 4, Para. 7 LMML); lkof identification of the beneficial owner (Art, Bara. 2
LMML); no cash threshold transactions reportingt(Ada LMML).

Company management and registration

2004 2005 2006 | 2007 | 2008 | 2009 | 2010 | 2011

for for
comparison [ comparison

Number of AML/CFT | O 0 0 0 0 0 0 0
violations identified by
the supervisor
Type of
measure/sanction*
Written warnings and/of 0 0 0 0 0 2 0 0
recommendationg
Fines| 0 0 0 0 0 0 0 0
Withdrawal of licensqg - - - - - - - -
Total amount of fines 0 0 0 0
Number of sanctions| O 0 0 0
taken to the court (where
applicable)
Number of final court
orders
Average time for finalising
a court ordel

o
(@]
(@]
o

o
(@)
(@]
(@)

The following violations of the AML/CTF legislatiorwere found during on-site inspections: no
declaration for the origin of funds (Art. 4, PavaLMML); lack of identification of the beneficialvaner
(Art. 6, Para. 2 LMML); no cash threshold transaes reporting (Art. 11a LMML).
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3. Appendices

3.1 APPENDIX | - Recommended Action Plan to Improttee AML / CFT System

AML/CFT System Recommended Action (listed in order of priority)

1. General No text required

2. Legal System and Related
Institutional Measures

2.1 Criminalization of Money » Ensure that all designated categories of offencedudly
Laundering (R.1 & 2) covered as predicates (insider trading and market
manipulation; and one aspect of terrorist finanging

« Difficulties of proof of intention need further agdsing in
guidance or legislation to address effectivenesseis.

e Liability of the legal persons remains limited |to
administrative liability. Consideration of more ngeal
criminal liability for legal persons should be give

2.2 Criminalization of Terrorist » Clarify that the terrorist financing offence inckal any|
Financing (SR.II) purpose (including legitimate activity).
2.3 Confiscation, freezing and « Differences of view between the Bulgarian authesiton

seizing of proceeds of crime (R.3) the application of third party confiscation needalation
to ensure it is happening.

e Clearer guidance to be given to prosecutors onisatfon
of indirect proceeds and value confiscation.

2.4 Freezing of funds used for » Ensure that all the reporting entities which armpelled to
terrorist financing (SR.1I1) comply with LMFT provisions are aware of the auttima
system of freezing.

« Provide for a provision to cover assets controbgdisted
persons.

e Publicly known procedures to be issued for congide
unfreezing of funds or other assets of personsntties
inadvertently affected by a freezing mechanism upon
verification that the person or entity is not aigeated
person.

=

2.5 The Financial Intelligence Unit
and its functions (R.26)

2.6 Law enforcement, prosecution A proactive approach to the financial investigasion
and other competent authorities performed by the police to better trace the proseed
(R.27 & 28) organized and economic crimes as a matter of rm®utin
should be considered.
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2.7 Cross Border Declaration &
Disclosure

Explicit power to question carriers as to origin§
imported currency or bearer negotiable instrumshtauld
be ensured by a provision in law or regulation.

Power of Customs to detain pending further invesiom
by Border Police should be provided for in law
regulation.

Clarification of the sanctions regime is needed.

or

3. Preventive Measures —
Financial Institutions

3.1 Risk of money laundering or
terrorist financing

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

Clear provision to perform full CDD measures faraeist
financing should be provided in the legislation.

Measures should be taken to ensure that the definf
beneficial owner is fully understood by all finaalc
institutions.

Guidance on applying simplified due diligence iguieed.

Apart from banks financial institutions need maarting
on risk assessment.

With the exception of banks financial institutiomeed to
work harder to raise awareness and be effectiveDiD
due diligence.

Clear provision in law or regulation or other emfeable
means for the determination of whether a custormen
PEP to be provided.

Provision for senior management approval to eshldi
relationship with a PEP to be provided.

Provision for senior management approval to comet
business relationship where the customer subsdguen
found to be or becomes a PEP to be provided.

A clear obligation to require financial instituti®rnin a
business relationship with a PEP to conduct enlth
ongoing monitoring on that relationship is required

Non-bank financial institutions need more trainiog
PEPs.

Enforceable requirement to assess the respor
institution’s AML/CFT controls, and ascertain thidey
are adequate and effective to be provided.

Enforceable requirement for senior managementcapp
before establishing new correspondent relationshipe
provided.

Enforceable requirement to document the respe
AML/CFT responsibilities of each institution to I
provided.

Guidance on Criteria 7.1 to 7.5 should be givenhayFIA

—

nce

dent

1

ctive
De

or other authority to other financial institutiotigan bankg
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where the Criteria might potentially apply (seties
transactions or funds transfers).

Financial institutions should be directly requiredhave
policies in place to prevent the misuse of techgiok
developments in ML and TF.

Clarify how operations with emerging technologiests
as prepaid or account-linked value cards are impieimg
preventive measures.

Enforceable measures to prevent the misuse of meln

developing technologies should be implemented.

3.3 Third parties and introduced
business (R.9)

3.4 Financial institution secrecy or
confidentiality (R.4)

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

Transaction records should be sufficient to pef
reconstruction of individual transactions so aptovide,
if necessary, evidence for prosecution of crimamlvity.

A clear requirement in law or regulation to ke
documents longer than five years if requested b
competent authority should be provided.

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

The Bulgarian authorities should consider to exic
incorporating the obligations of Recommendationiil
law or regulation.

Financial institutions should be required to examnthe
background and purpose of such transactions aniheset
findings out in writing.

Financial institutions should keep the findings ikakde
for competent authorities and audit for at least fjears.

There should be a specific requirement on finan
institutions to set out in writing any findings

examinations on the background and purpose
transactions (with persons from countries whichndo or
insufficiently apply FATF Recommendations) whichvig
no apparent economic or visible lawful purpose &mg
maintain such finding for at least five years tcsists
competent authorities.

Ensure mechanisms are
measures.

in place to apply cou

3.7 Suspicious transaction reports

and other reporting (R.13-14, 19, 25

& SR.IV)

Attempted suspicious transactions (AML and TF) dthc
be explicitly covered.

The reporting obligation should also cover insittading
and market manipulation.

mit

ep
a

cial
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of

nter

u
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Complete protection from all civil liability shoulde
provided.

Consideration should be given to more specifidiieek
outside the banking sector.

Clear provision that STR on terrorism financing mhbs
filed promptly should be provided.

The reporting obligations (AML and TF) should atsaver
funds that are suspected to be linked or relatedrtto be
used for terrorist acts or by terrorist organizagio

3.8 Internal controls, complianc
audit and foreign branches (R.15
22)

Improve the understanding of non-bank finan
institutions of the obligation to develop CFT imtal
procedures, policies and control programmes. Fu
development and refining of these programmes
recommended (effectiveness).

Enforceable requirement for non-bank finan¢

institutions to screen all employees to be provided

The AML/CFT audit function should be further devedal
and elaborated to include controls and testing.

Branches and subsidiaries should be required tty dpg
higher standard to the extent that local (i.e. losmntry)
laws and regulations permit, where the minim
AML/CFT requirement of the home and host cour
differ.

Cial

the
are

ial

um
try

3.9 Shell banks (R.18)

3.10 The supervisory and oversigh
system - competent authorities an
SROs. Role, functions, duties and
powers (including sanctions) (R.23
29, 17 & 25)

jon
0

Considerations should be given to increase theeranfg
permissible sanctions for corporations.

Sanctions imposed are low in comparison with
maximum permitted penalty. The adequacy of thistmea
should be monitored closely.

It should be considered to strengthening enforcénoér
AML law by granting independent sanction authottty|
supervisory authorities.

More resources should be dedicated by both BNBRS@
with respect to AML/CFT issues.

More training and a change in culture is requiredhe
NRA.

More co-ordination between all four players (FIANB,
FSC and NRA) is required to effectively supervisel
control the AML/CFT obligations of all subject pers.

Awareness raising in non-bank industries of
methodological guidelines.

the

js2)

the

The guidelines should be less generic and moraréailto
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the particular sector.

» Clarify that the FSC/FIA joint inspections adeqlyate
account for risks within the various sectors.

[*2}

3.11 Money value transfer service
(SR.VI)

4. Preventive Measures — Non-
Financial Businesses and
Professions

4.1 Customer due diligence and |« Awareness raising of DNFBP knowledge of their
record-keeping (R.12) obligations to perform CDD.

e Casinos should undertake steps to improve recaikg.

* The changes recommended for Recommendation 5,|6, 8
and 11 for financial institutions should be appleddo to

DNFBP.
4.2 Suspicious transaction reporting The changes recommended for under Recommendattons 1
(R.16) to 15 and 21 should equally apply to DNFBP.

4.3 Regulation, supervision and | ¢« Further outreach and training of the DNFBP seditiRA
monitoring (R.24-25) and SCG is required to ensure effective implemantat

e Further cooperation between FIA and supervisory
authorities is required to ensure full effectivenes

« Further training to raise awareness of STR requerds]
and risk indicators might improve the number andligy
of reports.

* SRO for casinos should consider increasing momigofor
AML/CFT compliance.

e The FIA may consider strengthening enforcement LA
laws by granting authority to sanction by supemys
authorities.

* Ongoing guidance on trends and typologies of AME/C
should be considered

e Further feedback for STR may be considered — ealbeci
on a case-by-case basis for STRs filed.

()]

4.4 Other non-financial businesses
and professions (R.20)

5. Legal Persons and
Arrangements & Non-Profit
Organizations

5.1 Legal Persons — Access to * It is recommended that ownership of the bearereshar
beneficial ownership and control should be verifiable at the Commercial Registerany
information (R.33) other register.

5.2 Legal Arrangements — Access|to
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beneficial ownership and control
information (R.34)

5.3 Non-profit organisations
(SR.VII)

An adequate and comprehensive review of NPOs ®
than NPOs for public benefit) should be undertaken.

Detailed provisions regarding financial obligatioasd
annual reports should be extended beyond NPOsutdicp
benefit.

Consideration should be given to widening the ah
obligations of the NPOs for public benefit to thther
NPOs.

Consideration should be given to introduce the igiors
in control and deletion of the registration of tKBOs for
public benefits to the other NPOs.

A specific review of the risks in the NPO sectoowld be
undertaken and the Bulgarian authorities should
consider the development of a strategy of monigptime
most vulnerable parts of the NPO sector.

Regular outreach to the sector to discuss scope
methods of abuse of NPOs, emerging trends in TFhand
protective measures.

6. National and International
Co-operation

6.1 National co-operation and
coordination (R.31)

6.2 The Conventions and UN
Special Resolutions (R.35 & SR.I)

Consideration should be given to extend adminis&at
liability for legal persons to also cover crimingilbility.
The differences of interpretation between the Bridgg
authorities of parts of the confiscation regime wticbe
clarified.

A specific procedure should be established foree#ing
the funds or other assets of persons or enTties
inadvertently affected by a freezing mechanism u
verification that the person or entity is not aigeated
person

6.3 Mutual Legal Assistance (R.36
38 & SR.V)

Consider a special assets forfeiture fund.

6.4 Extradition (R.39, 37 & SR.V)

6.5 Other Forms of Co-operation
(R.40 & SR.V)

7. Other Issues

7.1 Resources and statistics (R.

30

& 32)

More resources for law enforcement is recommended t

assist proactive investigation and police generditid
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cases.

More resources are also recommended to be dedibat
both BNB and FSC with respect to AML/CFT issues.

1%

Statistics should be consolidated in respect oguotion
and conviction; statistics should be showing speéd
analysis; spontaneous referrals by the FIA to tpre
countries; joint statistics should be considerddarcdatal
on prosecution/judicial statistics regarding money
laundering seizure and confiscation should be plexVi
statistics should be kept on the predicate offentes
nature of the request, whether it was granted fusedl,
and the time required to respond and statistics
underlying reason for filing STR should also beilaide.
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3.2 APPENDIX Il - Excerpts from relevant EU Directies

Excerpt from Directive 2005/60/EC of the EuropeamliBment and of the Council, formally adopted 20
September 2005, on the prevention of the use dirthacial system for the purpose of money laundgeri
and terrorist financing

Article 3 (6) of EU AML/CFT Directive 2005/60/EC 3" Directive):

(6) "beneficial owner" means the natural persom(sd ultimately owns or controls the customer and/or
the natural person on whose behalf a transactiactority is being conducted. The beneficial owsleall
at least include:

(a) in the case of corporate entities:

(i) the natural person(s) who ultimately owns omtcols a legal entity through direct or indirect
ownership or control over a sufficient percentagehe shares or voting rights in that legal entity,
including through bearer share holdings, other th@abompany listed on a regulated market that igestib
to disclosure requirements consistent with Commyuleigjisiation or subject to equivalent internationa
standards; a percentage of 25 % plus one shalebshdéemed sufficient to meet this criterion;

(i) the natural person(s) who otherwise exercg®drol over the management of a legal entity:

(b) in the case of legal entities, such as fouwdaii and legal arrangements, such as trusts, which
administer and distribute funds:

(i) where the future beneficiaries have alreadynbéetermined, the natural person(s) who is the
beneficiary of 25 % or more of the property of gdkearrangement or entity;

(i) where the individuals that benefit from thgéd arrangement or entity have yet to be determitred
class of persons in whose main interest the lagahgement or entity is set up or operates;

(i) the natural person(s) who exercises contrard25 % or more of the property of a legal arranget

or entity;

Article 3 (8) of the EU AML/CFT Directive 2005/60EC(3rd Directive):

(8) "politically exposed persons"” means naturakpes who are or have been entrusted with prominent
public functions and immediate family members, ersons known to be close associates, of such
persons;

Excerpt from Commission directive 2006/70/EC of dg@st 2006 laying down implementing measures
for Directive 2005/60/EC of the European Parliamantl of the Council as regards the definition of
‘politically exposed person’ and the technical enith for simplified customer due diligence proceur
and for exemption on grounds of a financial agtignducted on an occasional or very limited basis.

Article 2 of Commission Directive 2006/70/EC (Implmentation Directive):

Article 2
Politically exposed persons

1. For the purposes of Article 3(8) of DirectiveOB060/EC, "natural persons who are or have been

entrusted with prominent public functions" shattlirde the following:
(a) heads of State, heads of government, miniatetgleputy or assistant ministers;
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(b) members of parliaments;

(c) members of supreme courts, of constitutionalrisoor of other high-level judicial bodies whose
decisions are not subject to further appeal, exicegtceptional circumstances;

(d) members of courts of auditors or of the boafdsentral banks;

(e) ambassadors, chargés d'affaires and high-rquoficers in the armed forces;

(f) members of the administrative, management pesusory bodies of State-owned enterprises.

None of the categories set out in points (a) t@f{fthe first subparagraph shall be understooasring
middle ranking or more junior officials.

The categories set out in points (a) to (e) of fird subparagraph shall, where applicable, include
positions at Community and international level.

2. For the purposes of Article 3(8) of Directive0B060/EC, "immediate family members" shall include
the following:

(a) the spouse;

(b) any partner considered by national law as edent to the spouse;

(c) the children and their spouses or partners;

(d) the parents.

3. For the purposes of Article 3(8) of DirectiveOB060/EC, "persons known to be close associatesl' sh
include the following:

(a) any natural person who is known to have joiahdiicial 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 osimp of a legal entity or legal arrangement which
known to have been set up for the benefit de fattbe person referred to in paragraph 1.

4. Without prejudice to the application, on a rsgasitive basis, of enhanced customer due diligence
measures, where a person has ceased to be entuistedprominent public function within the meagin

of paragraph 1 of this Article for a period of afat one year, institutions and persons referred to
Article 2(1) of Directive 2005/60/EC shall not bkliged to consider such a person as politicallyoseol.
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3.3 APPENDIX Il - Primary and secondary legislatmoand other enforceable means

Law on Measures Against Money Laundering

Promulgated State Gazette No. 85/24.07.1998, amderael supplemented, SG No. 1/2.01.2001,
amended, SG No. 102/27.11.2001, effective 1.01.2@02ended and supplemented, 31/4.04.2003,
amended, SG No. 103/23.12.2005, effective 1.01.28@6No. 105/29.12.2005, effective 1.01.2006, No.
30/11.04.2006, effective 12.07.2006, amended apglesmented, SG No. 54/4.07.2006, amended, SG
No. 59/21.07.2006, effective on the day of entiy iiorce of the EU Treaty of Accession of the Rdjaub

of Bulgaria, SG No. 82/10.10.2006, No. 108/29.12&0effective 1.01.2007, SG No. 52/29.06.2007,
effective 1.11.2007 amended and supplemented, SG 996.3.11.2007, SG No. 109/20.12.2007,
effective 1.01.2008, amended, SG No. 16/15.02.2a0@nded and supplemented, SG No. 36/4.04.2008,
amended, SG No. 67/29.07.2008, SG No. 69/5.08.2a0&nded, SG No. 22/24.03.2009; amended, SG
No. 23/27.03.2009; amended, SG No. 93/24.11.200@nded, SG No. 88/9.11.2010; amended, SG No.
101/28.12.2010; amended, SG No. 16/22.02.2011

Chapter One

GENERAL PROVISIONS

Article 1(Amended, SG No. 1/2001, No. 54/2006) TA shall regulate preventive measures against
using the financial system for money launderingopses, as well as organisation and control oven suc
measures.

Article 2 (Amended, SG No. 1/2001, No. 54/2006){hyder this Act, money laundering shall be:

1. any transformation or transfer of property acegiithrough or in connection with any criminal ity

or participation therein in order to conceal thdawful origin of such property, or abetting a perso
participating in such an activity in order to avthe legal implications of their actions;

2. concealing the nature, origin, location, allamat movement or rights related to property acqlire
through criminal activity or participation therein;

3. acquisition, possession, or use of propertyh wie knowledge at the time of receiving, thatas lbbeen
acquired through criminal activity or participatidrerein;

4. participation in any activity under Items 1-3saciation for the purpose of performing such #gtiv
attempt to perform such activity, as well as ahgttinciting, facilitating performing of such adtivor its
concealment.

(2) Money laundering shall also be the case when attivity, through which the property under
Paragraph 1 has been acquired, has been performadEuropean Union member state, or another
country not falling under the jurisdiction of thepublic of Bulgaria.

Article 3(1) (Amended, SG No. 54/2006) The meastoeprevention against using the financial system
for money laundering purposes shall be:

1. identification of clients and verifying theiradtification;

2. identification of the client's beneficial legarson owner, and taking relevant measures toyvisif
identification in a way providing enough grounds fioe person under Paragraphs 2 and 3 to accept the
beneficial owner as being established,;

3. collection of information from the client regard the purpose and the nature of the relationstiyich

has been established or is to be established ketklient;
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4. ongoing monitoring of all established commeraal professional relations and verification of all
transactions performed within such relations tcedeine the extent, to which these comply with the
available information on the client, its commerdaativity and risk profile, including clarificatioaf the
funds' origin in all cases under the law;

5. disclosure of information on any doubtful tract&ans and clients.

(2) The measures under Article 1 shall be manddtory

1. (Amended, SG No. 1/2001, 31/2003, No. 59/2006, I%/2008, Amended, SG No. 23/2009, effective
01.11.2009, Amended, SG No. 101/2010, effectived8@011) The Bulgarian National Bank, credit
institutions carrying on activity within the tewily of the Republic of Bulgaria, financial institns,
exchange bureaus as well as other providers of palyservices;

2. (Supplemented, SG No. 31/2003, amended, SG 08#2Q05, No. 54/2006) Insurers, re-insurers, and
insurance agents, headquartered in the RepubBulgfaria; insurers, re-insurers, and insurance tagen
from an European Union Member State or a staterty gia the Agreement on Establishment of the
European Economic Area, which engage in operatmmghe territory of the Republic of Bulgaria,;
insurers and re-insurers, headquartered in statiesr than those indicated, licensed by the Comamiss
for Financial Supervision, to conduct operationshi@ Republic of Bulgaria through a branch; insaean
agents, headquartered in states, other than thutieaied, listed in a Commission for Financial
Supervision registry;

3. (Amended and supplemented, SG No. 1/2001, ardeisde No. 54/2006) Mutual investment schemes,
investment intermediaries and management companies;

4. (New, SG No. 1/2001, amended, SG No. 54/20Q6plemented, SG no. 92/2007) Pension funds and
health insurance companies;

5. (Renumbered from Item 4, amended, SG No. 1/2B€@i¥atisation authorities;

6. (Renumbered from Item 5, amended, SG No. 1/2@@t3ons who organise the awarding of public
procurement orders;

7. (Renumbered from Item 6, SG No. 1/2001) Persdrmsorganise and conduct gambling games;

8. (Renumbered from Item 7, SG No. 1/2001) Legasqes which have employee mutual aid funds;

9. (Renumbered from Item 8, SG No. 1/2001) Persamding cash against a pledge of chattels;

10. (Renumbered from Item 9, SG No. 1/2001) Posftfates accepting or receiving money or other
valuables;

11. (Renumbered from Item 10, SG No. 1/2001) Nesapiublic;

12. (Renumbered from Item 11, SG No. 1/2001, ameiagkel supplemented, SG No. 31/2003, amended,
SG No. 52/2007) Market operator and/or regulatetketa

13. (Renumbered from Item 12, SG No. 1/2001) Lepsimtities;

14. (Renumbered from Item 13, amended, SG No. 1)2S@ate and municipal authorities executing
concession agreements;

15. (Renumbered from Item 14, SG No. 1/2001) Ralitparties;

16. (Renumbered from Item 15, SG No. 1/2001) Tradens and professional organisations;

17. (Renumbered from Item 16, amended, SG No. 1)2R0On-for-profit legal entities;

18. (Renumbered from Item 17, SG No. 1/2001, angn86& No. 67/2008) Registered auditors;

19. (Renumbered from Item 18, SG No. 1/2001, am&n86 No. 105/2005) National Revenue Agency
authorities;

20. (Renumbered from Item 19, Amended, SG No. WWp@ustoms authorities;

21. (New, SG No. 1/2001; Amended, SG No. 31/208Bealed, SG No. 16/2011);

22. (New, SG No. 1/2001) Sports organisations;

23. (New, SG No. 1/2001) The Central Depository;

24. (New, SG No. 1/2001, amended, SG No. 31/20G3N8. 92/2007, repealed, SG No. 16/2011);
25. (New, SG No. 1/2001) Merchants dealing in ames$;ol and petrochemical products;
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26. (New, SG No. 1/2001; Amended, SG No. 31/200&séhs providing, by occupation, advice in
taxation matters;

27. (New, SG No. 1/2001) Wholesale traders.

28. (New, SG No. 31/2003) Persons providing, byupetion, advice in legal matters, where they:

a) Participate in the planning or performance dlient deal or transaction concerning:

aa) Purchase or sale of a real property or traf@merchant's business;

bb) Management of cash, securities, or other firdhassets;

cc) Opening or operating a bank account or a diEsaccount;

dd) Raising funds to incorporate a merchant, irewahe capital of a company, grant a loan or fgr an
form of raising funds for the business operationsuch merchant;

ee) (Supplemented, SG No. 54/2006) Incorporatearisg operations or management of a company or
another legal person, an off-shore company, a coynpsnaged under a trust arrangement or any other
such entity;

ff) (New, SG No. 54/2006) Fiduciary property managat;

b) Act for the account or on behalf of their cliamtany financial or real property transaction;

29. (New, SG No. 31/2003) Persons providing reaperty intermediation by occupation;

30. (New, SG No. 54/2006) Persons, whose occupgtittnprovide:

a) management address, correspondence addresc@far the purpose of legal person registration;

b) legal person, off-shore company, fiduciary mamagnt company or similar entity registration
services;

¢) fiduciary management services for property aspe under letter b).

(3) Measures under paragraph (1) shall be mandé&tothe persons under paragraph (2) also when they
have been declared bankrupt and in liquidation.

(4) (Supplemented, SG No. 31/2003) Measures undexgpaph (1) shall apply also to branches of
persons under paragraphs (2) and (3) registeresapand to branches registered in this countny bl
foreign persons falling within the scope of thossatibed in paragraphs (2) and (3).

(5) (New, SG No. 31/2003, repealed, SG No. 54/2006)

(6) (New, SG No. 31/2003, amended, SG No. 54/2(@8}¥ons, referred to in Paragraph (2), Item (28),
shall not be obliged to disclose under this Act arfgrmation obtained by them during or in relatimn
any court or preliminary proceedings, which aredbeg, about to be open, or are closed, as welhgs a
information related to establishing a client's legatus.

(7) (New, SG No. 54/2006, repealed, SG No. 16/2011)

Article 3a (New, SG No. 31/2003)(1) (Amended, SG MN@9/2007) The authorities for supervision of the
activities of persons referred to in Article 3, ggraphs (2) and (3) shall be under the obligatmn t
provide information to the Financial Intelligencardztorate (FID) of the State Agency for National
Security where, in the performance of their suggowi activities, they should establish any perforoea

of a transaction or deal related to a suspectedeyndaundering or failure to meet the obligation
prescribed in Article 11a.

(2) (Amended, SG No. 109/2007, effective 01.01.2008 examinations performed by the authorities
referred to in paragraph (1) shall also includehac& for the compliance of examinees with the
requirements of this Act. Where a violation is bithed, the supervision authorities shall inforime t
Financial Intelligence Directorate of the State Age for National Security thereof by sending it an
abstract from the relevant part of the memorandtifimdings.

(3) (New, SG No. 54/2006, amended, SG No. 109/26fiéctive 01.01.2008) The Financial Intelligence
Directorate of the State Agency for National Sdguend the supervisory authorities may exchange
classified information for the purpose of theirdég established functions.

Article 3b (New, SG No. 54/2006)(1) Banks, registeon the territory of the Republic of Bulgariadan
foreign banks, performing activities on the temjtof the country through a branch, shall not eirieany
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partner (banking) relations with banks in jurisitios, where they do not have a physical presemceda

not belong to a regulated financial group.

(2) Banks, registered on the territory of the Reiputf Bulgaria, and foreign banks, performing aities

on the territory of the country through a brandmllsnot enter into any partner relations with k&ank
outside the country, which allow their accountdbé&used by banks in jurisdictions, where they db no
have physical presence, and do not belong to dategifinancial group.

Article 3c(New, SG No. 54/2006)(1) Persons undeicke 3, Paragraph 2 and 3 shall ensure application
of all measures under this Act and all statutoitg aelated to its application by its branches dfiliades,
where they have majority interest, abroad to thierexmade possible by the relevant foreign legstat

(2) (Supplemented, SG No. 92/2007, amended, SGLOR2007, effective 01.01.2008) If the legislation
in the foreign country does not allow or if it nésts the application of any measures under Paphagta
persons under Article 3, Paragraphs 2 and 3 haweolitigation to notify the Financial Intelligence
Directorate of the State Agency for National Sagusind the respective supervisory authority, as a=l

to undertake additional measures, as appropriatinéorisk, as established in the rules for implitimg

this Act.

(3) (Amended, SG No. 109/2007, effective 01.01.20Banches and affiliates, where persons under
Article 3, Paragraphs 2 and 3, have majority irdey@broad, shall not be obliged to notify the Raial
Intelligence Directorate of the State Agency fotiblaal Security under Articles 11 and 11a.

Chapter Two
IDENTIFICATION OF CLIENTS; COLLECTION,

STORAGE AND DISCLOSURE OF INFORMATION
Section |

Identification of Clients

Article 4(Supplemented, SG No. 1/2001, amendedN8G31/2003)

(1) (Amended, SG No. 54/2006) The persons undeiclar8, Paragraphs 2 and 3, shall be bound to
identify their clients when business or professiaetations are established, including when opering
account, and when executing a transaction or cditgjua deal of a value exceeding BGN 30,000 or its
equivalent in foreign currency, and persons retetoein Article 3, Paragraphs 2, Items 1-4, 9-13 ahd

28, shall also be bound to do so in case of anly taasaction exceeding BGN 10,000 or its equivaten
foreign currency. Opening and maintenance of amwamous account or an account under a dummy
name shall not be allowed.

(2) Paragraph (1) shall also apply to cases oteifffg more than one transaction or deal which sd¢phr
does not exceed BGN 30,000 or its equivalent ioreign currency, or BGN 10,000 or its equivalen&in
foreign currency, respectively, but available datggest that such transactions or deals are related

(3) (Supplemented, SG No. 54/2006) The personsrukidiele 3, Paragraph (2), Item (7), shall be bdun
to identify their clients following the proceduretout in Article 72, Paragraph (2) of the Gamblixg ,

as well as upon executing any transaction or camiua deal exceeding BGN 6,000 or its equivalent i
foreign currency.

(4) (Amended, SG No. 54/2006, SG No. 109/2007,ctffe 01.01.2008) In cases, when person under
Article 3, Paragraphs 2 and 3 is not able to idigtitie client as required by this Act and the dtatpacts

on its application, as well as upon failure to sitbanstatement under Paragraph 7, this person shall
decline to execute the transaction or to enter artp commercial or professional relations, inclgdin
opening an account. If the person under Articl@&agraphs 2 and 3 is not able to identify thentiie
cases of already established commercial or prafieakirelations, this person shall terminate the sai
relations. In such cases, the person under Ardiciearagraph 2 and 3 shall decide whether to ntitdy
Financial Intelligence Directorate of the State Agge for National Security under Article 11. This
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provision shall not apply to persons under Arti8leParagraph 2, Item 28 under the terms of Artile
Paragraph 6.

(5 (Amended, SG No. 54/2006) In establishing commmé or professional relations or effecting a
transaction or deal by an electronic statementtreleic document or electronic signature, or arhyeot
form where the client is not present, the persefsrred to in Article 3, paragraphs (2) and (3)lisha
under the obligation to undertake appropriate messuo verify the authenticity of the client's
identification data. Such measures may consisthefcking the documents made available, requiring
additional documents, confirmation of identificatiby other person referred to in Article 3, parahsa
(2) and (3) or by a person under the obligatiomapply anti-money laundering measures in an EU
member country, or the introduction of a requiretfenthe first payment involved in the transactmm
deal to be made using an account set up in thet'slieame with a Bulgarian bank, a branch of aidore
bank that has received permission (licence) from Blulgarian National Bank to operate in Bulgaria
through a branch, or with a bank from an EU mencoentry.

(6) The measures referred to in paragraph (5) $lwlincorporated in the internal rules referrednto
Article 16.

(7) Persons effecting a transaction or deal viaitr a person referred to in Article 3, paragrafitjsand

(3) at a value exceeding BGN 30,000 or its equivale foreign currency or, respectively, exceeding
BGN 10,000 or its equivalent in foreign currencyemh payment is made in cash, shall be bound to
require the declaration prior to effecting sucmsaction or deal.

(8) The format for the declaration referred to amggraph (7) and under Article 6, paragraph (BJnlI(3),

the terms and procedure for filing, as well astdrens and procedure for exception from the dedtarat
requirement shall be regulated in the rules forl@menting this Act.

(9) (Amended, SG No. 92/2007) Persons under Art®leparagraphs 2 and 3 shall not perform
identification under Article 3, paragraph (1) artthlé not require presentation of a declaration unde
paragraph (7) from its client where such clierd isredit institution from the Republic of Bulgarfegm
another Member State or a bank from a third counamsned in a list as endorsed under a joint order
issued by the Minister of Finance and the Goveafidhe Bulgarian National Bank.

(10) The list referred to in paragraph (9) shatilide countries the legislation of which provides f
requirements consistent with the requirements uttdsrAct. The list shall be promulgated in thetSta
Gazette.

(11) (Amended, SG No. 54/2006) In cases where, Usecaf the nature of the transaction or deal, its
value cannot be determined as of the time it isoédfd, the person referred to in Article 3, parplasa(2)
and (3) shall be bound to identify its client atlsuime when the value of such transaction or deal
determined if such value exceeds BGN 30,000 oedpivalent in foreign currency or, respectively,
exceeds BGN 10,000 or its equivalent in foreigrreney where payment is made in cash. This case does
not exclude the identification obligation when &éithing commercial or professional relations.

(12) (Amended, SG No. 103/2005, effective 01.0183@ersons referred to in Article 3, paragraph (2),
Item (2) shall identify their clients when execugtian insurance contract under Section | of Annex 1
the Insurance Code, where the per annum gross dmbpariodic premiums or installments under such
insurance contract is BGN 2,000 or more, or thenpwen or installment under such insurance contigct i
a one-time payment and amounts to BGN 5,000 or more

(13) Persons referred to in Article 3, paragraff)sagd (3) shall be under the obligation to idertfeir
clients also outside the cases referred to in paphg (1) through (12) where a suspicion of money
laundering has arisen.

(14) (New, SG No. 54/2006) Persons under Articl®&agraphs 2 and 3 shall identify and verify the
identifications of their clients, when a suspicionthe client's identification data arises, or whbay
have been notified on any change thereof.

(15) (New, SG No. 54/2006, amended, SG No. 92/200@)verification of the clients' identificationtda
and the beneficial owners shall be conducted bedstablishing commercial or professional relations,
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opening an account or executing a transaction uRdeagraph 1, 2, or 3. The rules for implementiig t
Act may provide an exception to this rule.

(16) (New, SG No. 54/2006) Persons under Articl&&agraph 2 and 3 may apply, depending on the
potential risk assessment, simplified or extendedsures under Article 3, Paragraph 1 under terms an
procedure, established by the rules for implemerttiis Act.

(17) (New, SG No. 92/2007) No identification undeticle 3, paragraph (1) shall be performed and no
declaration under paragraph (7) shall be filed witbe client is a government authority of the Rdipub

of Bulgaria.

(18) (New, SG No. 92/2007) No identification ung@ragraph (1) shall be performed and no declaration
under paragraph (7) shall be filed where the cligiin institution having government authority ftioes

in accordance with the acquis communautaire pravibat:

1. the person under Article 3, paragraph (2) anché3 gathered sufficient information which does no
create any doubt as to the institution's identity;

2. the institution follows accountability procedsii@nd its activity is transparent;

3. the institution reports to a Community authgrity an authority of a Member State, or there are
verification procedures which ensure control okitivities.

(19) (New, SG No. 92/2007) Where a bank accountagberson under Article 3, paragraph (2),
subparagraphs (11) and (28) from the Republic df&ia, from another Member State or from a country
named in the list referred to in paragraph (9)ssduto deposit amounts of a client of the persateun
Article 3, paragraph (2), subparagraphs (11) a), the bank shall not perform the identificatiardar
Article 3, paragraph (1) of such client and shail require a declaration under Article 7, providbdt
such identification has been made and the deadaratccepted by the notary public or by the person
under Article 3, paragraph (2), subparagraph (28) the information gathered in such identificatisn
available to the bank upon request. The bank shather sufficient information so as to verify
compliance with the conditions for applying simi@d measures.

(20) (New, SG No. 92/2007) Persons under Articlgp@agraphs (2) and (3) cannot apply simplified
measures under Article 3, paragraph (1) in respégersons from countries named in the list under
Article 7a, paragraph (3).

Article 5 (Amended, SG No. 1/2001)

(1) (Amended, SG No. 54/2006) Persons under Ar8¢lBaragraph 2 and 3 shall establish whether their
client acts on its own behalf and at its own expeasson behalf and at the expense of a third party.
Where a transaction or deal is effected througbpeesentative, the persons under Article 3, paphgra
(2) and (3), shall be bound to request evidencetliier representative powers and to identify the
representative and the person represented.

(2) (Amended, SG No. 54/2006) Where a transactrateal is effected on behalf and at the expense of
third party without proxy, the persons under Agid, paragraphs (2) and (3) shall be bound to ifgent
such third party, on whose behalf the transactiaa been executed, and the person executing the
transaction.

(3) (New, SG No. 31/2003) In case of a suspiciat the person effecting the transaction or deabis
acting in their own name and for their own accopetsons referred to in Article 3, paragraphs () a
(3) must make the natification referred to in Aicll and undertake proper measures to collect
information for identifying the person in whose bénsuch transaction or deal is actually beinget#d.
Such measures shall be specified in the rulesriplamenting this Act.

Article 5a (New, SG No. 54/2006, effective 5.10.8JfQ) Persons under Article 3, Paragraphs 2 and 3
shall apply extended measures in relation to dievito are currently holding or have previously heeld
high government position in the Republic of Bulgasr a foreign country, as well as any clients, &he®
persons related to them.

(2) The Council of Ministers shall set forth thente and procedure for application of Paragraph 1.
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Article 5b (New, SG No. 92/2007)(1) When enteringcorrespondent relations with a credit institution
from a third country other than those named inlidteunder Article 4, paragraph (9), a credit ingion
under Article 3, paragraph (2), subparagraph (&)l:sh

1. gather sufficient information on the respondaetit institution enabling it to gain full undeasisding

of the nature of its activity and to determine, the basis of publicly available information, the
institution's reputation and the quality of its sopsion;

2. assess the internal mechanisms for control agaianey laundering and financing of terrorism agapl
by the respondent credit institution;

3. make arrangements according to which the estab&nt of any new correspondent banking relations
is to take place only upon the prior approval gfeason holding a managerial position with the dredi
institution;

4. allocate the responsibilities of either of th tcorrespondent institutions concerning the appba of
measures against money laundering and financitgrafrism and document this allocation accordingly.
(2) In cases under paragraph (1), where third gmutihich are clients of the respondent credittimnsdin
also have access to the institution's correspondenbunt, the credit institution under Article 3,
paragraph (2), subparagraph (1) must assure iteglthe respondent institution carries out idesgtfon,
identification verification and on-going monitorird third parties having direct access to its actoand
that the respondent institution is able to prouide necessary identification and other data aboci s
clients upon request.

Article 5¢c (New, SG No. 92/2007) Persons undercdfet3, paragraphs (2) and (3) must apply extended
measures in respect of products or transactionshwhight lead to anonymity, under terms and folluyvi
procedures as determined in the rules for impleimghis Act.

Article 6 (1) (Amended, SG No. 54/2006) Identificat of clients and verification of identification
thereof shall be done as follows:

1. (Supplemented, SG No. 1/2001) In the case dllpgrsons - by presentation of official statement
certifying their current status issued by the retipe register, and where such person is not stlpec
registration - by presentation of a certified cafythe document of incorporation and registratibthe
name, domicile, address and the representative;

2. In the case of natural persons - by presentafidcentity document and registration of its typamber
and issuer, as well as the name, address, unifi@¢deagistry number, and in addition, for natupsrsons
having the qualifications of a sole trader, by preation of the documents under Item (1).

(2) (Repealed, SG No. 105/2005, new, SG No. 54/pB@6sons under Article 3, Paragraphs 2 and 3 shall
identify the natural persons, who are beneficiahems of a legal-entity client, as well as take @ctio
verify their identification, depending on the cliggpe and the risk level resulting from establighthe
client relationships and/or executing transactianith client of such type. Upon lack of any other
possibility, identification may be carried out thgh a statement, signed by the legal person's legal
representative or proxy. The terms and procedurdeotify and verify the identification, the terrasd
procedure for release from the identification oflign, as well as the form and the procedure tonitub
the statement, shall be set forth in the rulesherapplication of this Act.

(3) (New, SG No. 1/2001, amended, SG No. 31/2003)hatocopy shall be made of the documents
referred to in Paragraph (1), Items (1) and (2keex where the date contained therein are shown
precisely in other documents issued by the persfaired to in Article 3, paragraphs (2) and (3) arsl
kept under the terms specified in Article 8.

(4) (New, SG No. 1/2001) In cases where an actigitgubject to licensing, permission or registmatio

persons effecting deals or transactions in relatmosuch activity shall present a copy of the respe
license, permit or certificate of registration;
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(5) (Renumbered from Paragraph 3, amended, SG/R001, No. 31/2003) The persons under Article 3,
paragraph (2), ltems (1), (2), (3), (4), (5), @), (10), (12), (14), (18), (19) and (20) shall s8p special
offices, which shall:

1. Collect, process, store and disclose informagioout the specific transactions or deals;
2. Collect evidence of the ownership of the propsubject to transfer;

3. Require information about the origin of cashdsior valuables that are the subject of the traiosaor
deal; the origin of such funds shall be certifigdaldeclaration;

4. Collect information about their clients and nmtain accurate and detailed documentation about thei
transactions involving cash funds or valuables;

5. (Amended, SG No. 31/2003, SG No. 109/2007, 8#e®1.01.2008) In the event of a suspicion of
money laundering, present the information colleasdper Items (1), (2), (3) and (4) to the Findncia
Intelligence Directorate of the State Agency fotiblaal Security under the procedure set in Artitle

(6) (Renumbered from Paragraph 4, amended, SG /2001) The persons under Article 3, Paragraph
(2), tems (1), (2), (3), (4), (5), (6), (7), (1@L2), (14), (18), (19) and (20) shall perform ti#igations
personally, where it is not possible to set upecsp office.

(7) (Renumbered from Paragraph 5, amended, SG X001, No. 31/2003) All persons under Article 3,
paragraphs (2) and (3) shall perform their oblmyai under this Act, whether they set up a spefiieo
or not.

Article 6a (New, SG No. 92/2007) (1) The Bulgaridational Bank, credit institutions under Article 3,
paragraph (2), subparagraph (1), and persons uktiete 3, paragraph (2), subparagraphs (2), (3) an
(4) may refer to a previous identification of thkewt performed by a credit institution under the
following conditions:

1. the seat of the credit institution which hadqened the identification is in the Republic of Batia, in
another Member State or in a country named inish@hder Article 4 paragraph (9);

2. the information required under Article 6, paeggrs (1) through (4) is available to the personctvhi
makes a reference to a previous identificationquaréd by the credit institution;

3. upon request, the credit institution which hasfgomed a previous identification is able to pdwvi
immediately the person which makes a reference uich sdentification with certified copies of
identification documents.

(2) A reference to a previous identification ungaragraph (1) does not relieve the person makioh su
reference from liability for non-compliance with ethidentification requirements under Article 6,
paragraphs (1) through (4).

Section Il
Collection of Information
Article 7 (1) Where a suspicion for money laundgrarises, the persons under Article 3, paragraphs (

and (3), shall be bound to collect information abthe material components and the size of the
transaction or deal, the respective documents #dret @entification data.
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(2) (Amended, SG No. 54/2006, SG No. 109/2007) dé& collected for the purposes of this Act shall
be documented and stored in a way providing adoegse Financial Intelligence Directorate of that8t
Agency for National Security, the relevant supesgsauthorities, and the auditors.

Article 7a (New, SG No. 54/20086, effective 5.10.8PD0

(1) Persons under Article 3, Paragraphs 2 and B@lhae under special monitoring their commeraal
professional relations, and transactions involvyiggsons from countries, which do not apply or apply
fully the international standards against moneydkaning.

(2) When the transaction under Paragraph 1 hasogical economic explanation or readily visible
grounds, persons under Article 3, Paragraph 2 arghadl collect to the extent possible additional
information on any circumstances related to thesation, as well as its purpose.

(3) (Amended, SG No. 92/2007) Countries which do aoply, or do not fully apply international
standards against money laundering, shall be spedif a list approved by the Minister of Finance i
accordance with the decisions under Article 40agaaph 4 of Directive 2005/60/EC of the European
Parliament and of the Council on the preventionthef use of the financial system for the purpose of
money laundering and terrorist financing. Any aiddial measures against such countries shall be set
forth in the rules for implementing this Act.

Section Il

Storage of Information

Article 8 (Amended, SG No. 1/2001) In the caseseurdirticles 4- 7, the persons under Article 3,
paragraphs (2) and (3), shall be bound to keepdibmuments and data about clients and about
transactions or deals for a period of 5 years ¥alg their completion. For clients, the period $hal
commence from the beginning of the calendar ydioviing the year of terminating the relationshipda
for deals and transactions it shall commence fitmgrbieginning of the calendar year following theryafa
effecting the latter.

Article 9 (Amended, SG No. 1/2001, SG No. 109/200R¢ data and documents under Article 8 shall be
provided to the Financial Intelligence Directoratehe State Agency for National Security upon esju

in the original or a transcript certified ex officiThe procedure, time and regular periods for shatl be
established in the implementation rules of the Act.

Section IV

Disclosure of Information

Article 10 (Amended and supplemented, SG No. 1/286fnded, SG No. 31/2003,
supplemented, SG No. 54/2006, repealed, SG No2Q09%)

Article 11 (1) (Amended and suplemented, SG No0Q12 amended, SG No. 109/2007) Where money
laundering has been suspected, the persons unteleA3, paragraphs (2) and (3), shall be bound to
notify the Financial Intelligence Directorate oktBtate Agency for National Security immediatelyppr

to the completion of the transaction or deal whigdaying its execution within the allowable timepas

the regulations dealing with the respective typadativity.

(2) (Amended, SG No. 1/2001, SG No. 109/2007) becadelay in the transaction or deal is objegctivel
impossible, the person under Article 3, paragra@sand (3) shall notify the Financial Intelligence
Directorate of the State Agency for National Segummediately after its completion.

(3) (New, SG No. 1/2001, amended, SG No. 109/20M#ification of the Directorate may be done also

by personnel of the persons under Article 3, paatyg (2) and (3) that are not responsible for eirfgr
anti-money laundering measures. The Directoratk giaect the anonymity of such personnel.
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(4) (New, SG No. 54/2006, amended, SG No. 109/200i8 Financial Intelligence Directorate of the
State Agency for National Security shall provide gerson under Article 3, Paragraph 2 and 3, addrun
Article 3a information, related to the notificatiomade thereby. The decision on the volume of
information, which has to be returned for eachipaldr notification case, shall be taken by theclior

of the Directorate.

Article 11a (New, SG No. 31/2003, effective 01.@D2) (1) (Amended, SG No. 109/2007) Persons
referred to in Article 3, paragraphs (2) and (3lkhotiy the Financial Intelligence Directorate thie
State Agency for National Security of any paymentcash at a value exceeding BGN 30,000 or its
equivalent in foreign currency made by or to anyhedr clients.

(2) (Amended, SG No. 109/2007) The Financial Iigelice Directorate of the State Agency for National
Security shall keep a register of payments refetwad paragraph (1). The register may only be dsed
the purposes of counteracting money laundering.

(3) (Amended, SG No. 22/2009) The procedure anceftame for the delivery, use, storing and
destruction of the information referred to in paega (1), as well as the removal of this informatitom
the register referred to in paragraph (2), shatléermined in the Rules for Implementation of #his.

Article 11b (New, SG No. 31/2003) (1) (Amended, B& 109/2007) The Customs Agency shall provide
the Financial Intelligence Directorate of the StAggency for National Security the information about
trade credits involved in export and import, abfingncial leasing between domestic and foreignqress
and about the export and import of Bulgarian Lemd #oreign currency in cash, which information is
being collected under the terms and procedureeoFtreign Exchange Act.

(2) (Supplemented, SG No. 109/2007) The procedur¢hie provision of the information referred to in
paragraph (1) shall be determined ointly by theikpleason of the State Agency for National Secuaityl

by the Minister of Finance.

Article 11c (New, SG No. 31/2003, repealed, SG Ni2/2007)

Article 12 (Amended, SG No. 1/2001)(1) (Amended, 8& 54/2006, SG No. 109/2007) In cases under
Articles 11 and 18, the Minister of Finance maypmia proposal by the Chairperson of the State Agenc
for National Security, put a stay, by an order iitimg, on a certain transaction or deal for a paf up

to 3 business days as of the day following the assa of the order. If no preventive measure,
impoundment or injunction are imposed within thatipd, the person under Article 3, paragraphs @) a
(3), shall be free to execute the transaction af.de

(2) (Amended, SG No. 109/2007) The Financial Iigelice Directorate of the State Agency for National
Security shall notify the Prosecutor's Offce imnagelly of the stay on the transaction or deal, @iog
the relevant information while protecting the anmity of the person under Article 3, paragraphsafj

(3) that has made the notification under Articleot118.

(3) The prosecutor may impose a preventive measuiie a request wih the relevant court to impagse
impoundment or injunction. The court ought to adjate on the request within 24 hours of its
submission.

(4) (Supplemented, SG No. 31/2003, amended, SG5K2006, SG No. 109/2007, SG No. 36/2008)
When, in the course of investigation and analysisamy information obtained under this Act, the
suspicion in money laundering has not been cledhedFinancial Intelligence Directorate of the Stat
Agency for National Security shall disclose thiformation to the prosecutor's office or to the valat
security or public order service, while preservihg anonymity of the person under Article 3, Paapbs

2 and 3, and under Article 3a, and of its employsexking the notification under Articles 11 or 18.
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Article 13(Amended, SG No. 1/2001)(1) (Amended ang@plemented, SG No. 31/2003, amended, SG
No. 108/2006, SG No. 109/2007) In case of notiftcaunder Article 11 or 18 the Financial Intelligen
Directorate of the State Agency for National Seagurinay request information about suspicious
transactions, deals or clients from the personguAdicle 3, paragraphs (2) and (3), with the ¢atiom

of the Bulgarian National Bank and the credit itugitbns that operate on the territory of the Rejubf
Bulgaria. The information requested shall be predigithin the time period set by the Directorate.

(2) (Amended and supplemented, SG No. 31/2003, detenSG No. 54/2006, No. 108/2006, No.
109/2007, SG No. 36/2008) In case of written nodifion under Article 11 or 18 the Financial
Intelligence Directorate of the State Agency fortiblaal Security may request information about
suspicious transactions, deals or clients fromBilgarian National Bank and the credit institutighat
operate on the territory of the Republic of BulgaiThe information requested shall be provided iwith
the time period set by the Directorate.

(3) (Amended, SG No. 109/2007) The State AgencyNfational Security may request information under
the terms of Paragraph (1) from state and municip#iorities, which information cannot be deniede T
information requested shall be provided within tinge period set by the Directorate.

(4) (Amended, SG No. 109/2007) In setting the tiperiod under paragraphs (1) through (3), the
Directorate shall take into consideration the vadusind contents of the information requested.

(5) (Amended, SG No. 31/2003, SG No. 109/2007) &walysis purposes, the Financial Intelligence
Directorate of the State Agency for National Segushall receive from the Bulgarian National Bank
information gathered under the Foreign Exchange Act

(6) (Repealed, SG No. 109/2007).

(7) (Amended, SG No. 109/2007) The provision obindation under paragraphs (1) through (5) may nt
be refused or restricted due to considerationdfimia, banking or commercial secrecy.

Article 14 (1) (Amended and supplemented, SG Na0Qa1, supplemented, SG No. 31/2003, previous
Article 14, SG No. 54/2006, amended, SG No. 109720®e persons under Article 3, paragraphs (2) and
(3), persons who manage and represent them, aimgdrsonnel may not notify their client or anyrthi
party of the disclosure of the information in tteeses under Articles 9, 11, 11a, 13 and 18.

(2) (New, SG No. 54/2006) The information discl@siran under Paragraph 1 shall not apply to the
relevant supervisory authority under Article 3a.

(3) (New, SG No. 92/2007) The ban under paragrdphsfall not prejudice information disclosure
between persons belonging to one and the same @roigp is in a Member State or in a country named
in the list under Article 4, paragraph (9).

(4) (New, SG No. 92/2007) The ban under paragrdphsfall not prejudice information disclosure
between persons under Article 3, paragraph (2paagraphs (11), (18) and (28) from Member States o
from countries named in the list under Article 4ragraph (9) which conduct their professional agtiv
within the framework of a single legal body or goowaving joint ownership, management or control in
implementing this Act.

(5) (New, SG No. 92/2007) The ban under paragrdphsfall not prejudice information disclosure
between persons under Article 3, paragraph (2)padgraphs (1) to (3), (11), (18) and (28) in cases
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concerning one and the same client or one andatine $ransaction involving two or more parties, unde
the following conditions:

1. the parties are located in a Member State ar ¢@ountry named in the list under Article 4 parabra

(9);
2. the parties belong to one and the same profedsiategory;

3. the parties are subject to confidentiality oéligns in respect of proprietary, bank or commércia
secrets and personal data protection that corresjgoBulgarian legislation;

4. the information may be used solely to prevenh@ydaundering and financing of terrorism.

(6) (New, SG No. 92/2007) Where persons under krid; paragraph (2), subparagraphs (11), (18) and
(28) are trying to dissuade a client from engagingillegal activity, this shall not be considered
information disclosure in the meaning of paragréph

(7) (New, SG No. 92/2007) Exclusions under pardggaf3) through (5) shall not apply, and no
disclosure of information shall be allowed betwgensons under Article 3, paragraphs (2) and (3) and
persons from countries named in the list underchetra, paragraph (3), nor where persons undeclarti

3, paragraphs (2) and (3) are in non-complianctheif obligations under the Personal Data Protactio
Act.

Article 15 (1) (Supplemented, SG No. 1/2001, No/2803, previous Article 15, SG No. 54/2006,
amended, SG No. 109/2007) Disclosure of informaitiotne cases specified under Articles 9, 11, 18a,
and 18 shall not result in any liability for vialkam of other laws or a contract.

(2) (New, SG No. 54/2006) Under the terms of Paplgrl, no liability shall arise also in cases, when
has been established that no crime has been cadiaitd the transactions have been legal.
Section V

Protection of Information
(New, SG No. 1/2001)

Article 15a (New, SG No. 1/2001) (1) (Supplemente@, No. 31/2003, amended, SG No. 109/2007) The
Financial Intelligence Directorate of the State Age for National Security may use information
constituting of official, banking or commercial sets, and protected private information obtainedeunn
the terms and following the procedure set in Aeicd, 11, 11a, 13 and 18 solely for the purposdikiof
Act.

(2) (Amended and supplemented, SG No. 31/2003, detkr8G No. 109/2007) Officers of the Financial
Intelligence Directorate of the State Agency fottiblaal Security, shall not disclose or use to tlosin
benefit or to the benefit of any persons relatedhemselves any information or facts constitutirig o
official, banking or commercial secrets that theydbecome aware of in the performance of theicaff

(3) (Amended and supplemented, SG No. 31/2003, dewer5G No. 109/2007) The employees of the
Directorate shall sign a declaration of confidditias per paragraph 2.

(4) (Amended, SG No. 31/2003, SG No. 109/2007) ffoision set in paragraph (2) shall also apply to
cases where the said persons are not in office.
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Chapter Three
INTERNAL ORGANISATION AND CONTROL

Article 16 (1) (Amended, SG No. 1/2001, No. 31/208& No. 109/2007) The persons under Article 3,
paragraphs (2) and (3), shall be bound to adogitjm4 months following their registration, intetmales

for the control and prevention of money launderwbijch shall be approved by the Chairperson of the
State Agency for National Security.

(2) (Supplemented, SG No. 54/2006) The internasulnder paragraph (1) shall establish clear exiter
for detecting suspicious transactions or dealsciiedts, the procedure for personnel training dreduse
of technical means for the prevention and deteatfomoney laundering, as well as a system for iaker
control over the implementation of all measuresauridis Act.

(3) (New, SG No. 1/2001, amended, SG No. 109/20®i8 internal rules under Paragraph (1) shall be
submitted to the Chairperson of the State Agenciftional Security for endorsement within 14 daf/s
their adoption.

(4) (New, SG No. 31/2003, amended, SG No. 109/280@dessional organisations or associations of the
persons referred to in Article (3), paragraphsaf@) (3), in agreement with the State Agency foridyei
Security, may adopt uniform internal rules for mph@undering control and prevention to which rules
the members of such organisations and associatiagssubscribe within the time period set in parplgra
(1) by means of a statement of declaration. Sudforum internal rules and statements of declarasioall

be sent to the State Agency for National Securithiwthe time period set in paragraph (3).

Article 17

(1) (Supplemented, SG No. 1/2001, amended, SG B®&2007, previous Article 17, SG No. 36/2008)
Control of the implementation of this Act shall lassigned to the Minister of Finance and the
Chairperson of the State Agency for National Séguri

(2) (New, SG No. 36/2008) In implementation of theinctions according to this act, the Ministry of
Finance and the State Agency for National Secusiitgll collaborate per a procedure set by a joint
instruction of the Minister of Finance and the Cpaison of the Agency.

(3) (New, SG No. 93/2009, effective 25.12.2009) Tdentrol bodies of the Financial Intelligence
Directorate of State Agency for National Securityals perform on-site inspections of the personseunnd
Art. 3, paras 2 and 3 in relation their compliaméth the measures on prevention the misuse of @ian
system for the purposes of money laundering asasgelthen there are suspicions of money laundering.
(4) (New, SG No. 93/2009, effective 25.12.2009) Tdentrol bodies of the Financial Intelligence
Directorate of State Agency for National Securityals be the officials from the directorate, entitlby
the Chairperson of State Agency for National Séguri

(5) (New, SG No. 93/2009, effective 25.12.2009) ©hesite inspections under para 1 may be carriéd ou
together with the authorities that are entitlestigh a special law to supervise the persons undeiBA
Paras. 2 and 3.

(6) (New, SG No. 93/2009, effective 25.12.2009) Dhesite inspections shall be carried out based on
written order of the Chairperson of State Agency National Security or other official appointed by
him/her, whereby the order contains informatiortt@purposes, term and place of the on-site ingpgct
the inspected person, as well as the names antibpasi the inspecting officers.

(7) (New, SG No. 93/20009, effective 25.12.2009) Pkesons under Art. 3, Paras. 2 and 3 of the LMML,
the state and municipal government organs and tféiaials are obliged to provide assistance to the
control bodies of the Financial Intelligence Diaette of State Agency for National Security when
performing their official functions.
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(8) (New, SG No. 93/2009, effective 25.12.2009) iDgithe on-site inspections the control bodies unde
para 3 are entitled to unlimited access to thecialfipremises of the persons under Art. 3, parasd3,
as well as to demanding documents and collectitey rddated to their assigned task.

Article 17a (New, SG No. 1/2001, repealed, SG N©/2007)

Article 18 (1) (Amended and supplemented, SG N20Q1, amended, SG No. 54/2006, No. 109/2007,
previous Article 18, SG No. 36/2008) The Finandigklligence Directorate of the State Agency for
National Security may receive information on suspicfor money laundering, apart from the persons
under Article 3, Paragraphs 2 and 3, also from gowent authorities and through international
exchange.

(2) (New, SG No. 36/2008) Financial Intelligencedatorate of the State Agency for National Security
on its own initiative and if requested shall exap@mformation on cases related to suspicion fonego
laundering with the respective international auities, authorities of the European Union and autiesr

of other states, based on international treatidscanditions of reciprocity.

Article 19 (Amended, SG No. 54/2006) (1) Shoulgeason under Article 3, Paragraph 2 fail to futfl
obligations under this Act, the Minister of Finarmoay order such a person to take specific measwes
necessary to eliminate the violations or revokelitence issued thereto, if issued by him, or orther
licence to be deleted from the registry for thevaht activity, if there is a registration regime.

(2) The issuing authority for the licence of a persinder Article 3, Paragraph 2 may revoke thentee
issued acting at its discretion or upon proposahieyMinister of Finance made under Paragraph 1.
Article 20 (Amended, SG No. 30/2006, No. 54/2006% Rcts under Article 19 may be appealed pursuant
to the Administrative Procedure Code.

Chapter Four
INTERNATIONAL CO-OPERATION

Article 21 (Amended, SG No. 1/2001, repealed, SG34d2006)
Article 22 (Amended, SG No. 1/2001, amended anglsupented, SG No. 31/2003, supplemented, SG
No. 54/2006, repealed, SG No. 109/2007)

Chapter Five
ADMINISTRATIVE AND PENAL PROVISIONS

Article 23(1) (Amended and supplemented, SG No0Q12 supplemented, No. 31/2003, amended, SG
No. 109/2007, supplemented, SG No. 93/2009, effe@b.12.2009) A person who commits a violation
or allows commitment of violation pursuant to Aléis 4, 5, 6, 7, 8, 9, 13, 15a or refuses to codpera
under Article 17, para 7, or refuses to providemitkd access to the official premises of the pesso
under Article 3, paras 2 and 3, or refuses to pi®¥he documents required under Article 17, pash8l|

be punished by fine of BGN 500 to BGN 10,000, unkasch an offence constitutes a crime.

(2) (Supplemented, SG No. 31/2003, amended, SGbHIRO06) A person who commits a violation or
allows commitment of violation pursuant to Articlé$, 11a and 14, shall be punished by fine of BGN
5,000 to BGN 20,000, if the offence does not couistia crime.

(3) (Supplemented, SG No. 1/2001) A person who citspror allows another to commit a violation
pursuant to Article 16 shall be punished by fin@&N 200 to BGN 2,000.
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(4) (Amended, SG No. 54/2006) Where a violationdaurparagraphs (1), (2) and (3) has been committed
by a sole trader or a legal person, financial sanstshall be imposed to the amount of BGN 2,000 to
BGN 50,000.

(5) (New, SG No. 54/2006) If a person commits ¢ova$ a violation under this Act or the statutorysac
on its application to be committed, outside of saseder Paragraphs 1-4, shall be imposed a fiB&df
500 to BGN 2,000.

(6) (New, SG No. 54/2006) When the violation unBaragraph 5 has been committed by a sole trader or
a legal person, financial sanction to the amourB®N 1,000 to BGN 5,000 shall be imposed.

Article 24 (1) (Amended, SG No. 1/2001, supplemdn®G No. 54/2006, amended, SG No. 109/2007)
The protocols establishing violations shall be drayp by officers of the Ministry of Finance or diet
State Agency for National Security, while the pethetrees shall be issued by the Minister of Finamce
the Chairperson of the State Agency for Nationaiusigy, or by officials duly authorized by them fitrat
purpose.

(2) The preparation of statements, the issuanceeadpand execution of penal orders shall be done
pursuant to the procedure specified in the Admiaiste Violations and Sanctions Act.

ADDITIONAL PROVISIONS
(Title amended, SG No. 92/2007)

8 1. In the meaning of this Act,

1. (Amended, SG No. 54/2006) "Commercial or prdfesd relation” shall be any relation, associated
with the occupation of the institutions and persboasnd under this Act, and assumed to have an eleme
of continuity by the moment the relation is estsiidid.

2. (Amended, SG No. 54/2006) "Regulated finanaialig" shall be any financial group, which is subjec
to effective consolidated supervision;

3. (Repealed, SG No. 54/2006, new, SG No. 92/280group" shall be a group of companies consisting
of:

a) a parent company and its subsidiaries; the girzlpdes also companies in which the parent compan
or its subsidiaries participate, or

b) companies managed jointly under a contract cdeuran establishment charter or articles of
incorporation or association, or

¢) companies where more than half of the membethaf management or supervisory bodies are the
same persons in the respective financial year atititbe date of preparing their consolidated ficiah
statements.

4. (New, SG No. 31/2003, amended, SG No. 109/2@@¥nded, SG 93/2009, effective 25.12.2009)
"Security services" shall denote the National ligehce Service, the Military Information Serviceder
the Minister of Defence and the Combating Organigzidne Chief Directorate within Ministry of
Interior.

5. (New, SG No. 31/2003, amended, SG No. 82/2006,189/2007, SG No. 69/2008, amended, SG No.
93/20009, effective 25.12.2009, amended, SG No.(8&2effective 01.01.2011) "Public Order Services"
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shall denote the chief directorates “Criminal Paglj¢'Security Police”, “Border Police”, “Fire Safeand
Protection fo Population” and regional directorabéghe Ministry of Interior, and the Military Pack
Service under the Minister of Defence.

6. (New, SG No. 31/2003) "A supervision authorigyiall be a government authority empowered by law
or another piece of legislation to exercise overafitrol over the activity of a person referredrnd\rticle
3, paragraphs (2) and (3).

7. (New, SG No. 92/2007) A "Member State" shalblstate which is a member of the European Union.

8. (New, SG No. 92/2007) A "third country" shall destate which is not a member state in the meaning
of item (7).

§ la. (New, SG No. 92/2007) This Act shall trangpt®e provisions of Directive 2005/60/EC of the
European Parliament and of the Council on the prtme of the use of the financial system for the
purpose of money laundering and terrorist finaneéind Commission Directive 2006/70/EC laying down
implementing measures for Directive 2005/60/EC la# European Parliament and of the Council as
regards the definition of “politically exposed pers' and the technical criteria for simplified amer

due diligence procedures and for exemption on gisurf a financial activity conducted on an occaalion
or very limited basis

TRANSITIONAL AND CONCLUDING PROVISIONS

§ 2. This Act shall repeal the Law on measuresmsganoney launering(SG, No. 48/1996).

8§ 3. The persons under Article 3, paragraphs (&) @), shall be bound to submit to the Financial
Intelligence Agency, within 3 months following thebming of this Act into force, any available
information related to money laundering.

8§ 4. The persons under Article 3, Paragraph (8mdt (1), (2), (3), (4), (5), (9), (11), (13) an@)Ehall

be bound to bring their organisation and activitesompliance with the requirements of this Actldn
submit their internal rules under Article 16 to thnister of Finance, within 5 months following the
coming of this Act into force.

8 5. In Article 10 of the Administrative Violatiorend Sanctions Act (Promulgated, SG No. 92/1969,
amended, SG No. 54/1978, No. 28/1982, Nos. 28 &188B, No. 89/1986, No. 24/1987, No. 97/1990,
No. 105/1991, No. 59/1992, No. 102/1995, Nos. 1218/1996, and Nos. 11, 15 & 59/1998), after the
words "persons concealing”, a comma shall be plaaed the phrase "as well as allowing" shall be
added.

§ 6. The implementation of this Act shall be hergisgigned to the Council of Ministers, which shall
adopt Rules for its implementation within two mantbf the effective date of this Act. This Act was
passed by the 38th National Assembly on 9 July E9@Bthe State Seal was affixed thereto.

LEV RE-DENOMINATION ACT
Promulgated, State Gazette N0.20/5.03.1999, amefdedo. 65/20.07.1999 (effective 5.07.1999).

TRANSITIONAL AND FINAL PROVISIONS

8 4. (1) (Amended, SG No. 65/1999) Upon the entrhis Act into force, all figures expressed in téd
terms as indicated in the laws which will have ezdanto force prior to the 5th day of July 199@lsbe
replaced by figures expressed in new lev termsjaed by a factor of 1,000. The replacement of all
figures expressed in old lev terms, reduced byctfaf 1,000, shall furthermore apply to all lapassed
prior to the 5th day of July 1999 which have erdesewill enter into force after the 5th day ofyaB99.
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(2) The authorities, which have adopted or issusd acts of subordinate legislation which will have
entered into force prior to the 5th day of July 8®d which contain figures expressed in lev teshall
amend the said acts to bring them in conformityhwiiis Act so that the amendments apply as from the
date of entry of this Act into force.

§ 7. This Act shall enter into force on the 5th déyuly 1999.

TRANSITIONAL AND CONCLUDING PROVISIONS
of the ACT ON THE AMENDMENT AND SUPPLEMENT
TO THE LAW ON MEASURES AGAINST MONEY LAUNDERING

Promulgated State Gazette No. 1/2001, amended,&BRI2001, effective 01.01.2002
§ 24. Everywhere in the Act the words “the Finahaielligence Bureau” shall be replaced with “the
Financial Intelligence Bureau Agency”.

8§ 28. (Repealed, SG No. 102/2001).

§ 29. (Repealed, SG No. 102/2001).

ACT ON THE AMENDMENT AND SUPPLEMENT
TO THE LAW ON MEASURES AGAINST MONEY LAUNDERING
Promulgated State Gazette No. 31/04.04.2003

ADDITIONAL PROVISION
§ 19. Everywhere in the Act the words “the Finahbitelligence Bureau Agency” shall be replacedhwit
“the Financial Intelligence Agency”.

TRANSITIONAL AND CONCLUDING PROVISIONS

§ 20. (1) Persons referred to in Article 3, parpbgg(2) and (3) for which the obligation to apply
measures against money laundering has arisentpribie adoption of this Act shall bring their imat
rules referred to in Article 16 into compliance lwihe requirements of the Act and send them to the
Financial Intelligence Agency within 4 months fellmg the coming into force of this Act.

(2) Persons referred to in Article 3, paragraphsafd (3) for which the obligation to apply measure
against money laundering has arisen pursuant $oAitii shall adopt their internal rules under Agidl6
and send them to the Financial Intelligence Agemitlgin the time terms referred to in paragraph (1).

§ 28. (1) All assets, liabilities, records and atlger rights and obligations of the Financial Ihdgeince
Bureau Agency shall be taken over by the Finarotalligence Agency.

(2) Grandfathered legal relations of employment sevice shall not be terminated, and Article 123 o

the Labour Code shall apply accordingly.
§ 29. Paragraph 7 shall become effective from 020D4.
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ACT ON THE AMENDMENT AND SUPPLEMENT
TO THE LAW ON MEASURES AGAINST MONEY LAUNDERING (S®lo. 54/2006)
FINAL PROVISIONS

§ 29. § 8 and § 11 provisions shall become effediiwvee months after the Act's promulgation ine&Stat
Gazette.

ACT ON THE AMENDMENT AND SUPPLEMENT
TO THE LAW ON MEASURES AGAINST MONEY LAUNDERING
(Promulgated State Gazette No. 92/13.11.2007)

FINAL PROVISIONS

8§ 10. The Council of Ministers shall adopt any admants to the rules for implementing this Act
ensuing from this Act by 15 December 2007.
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Extract of the Rules on the Implementation of the aw on SANS

Adopted with a Decree of the Council of Ministerse.N23/11.02.2008, Promulgated State Gazette No.
17/19.02.2008, amended, SG No. 7/27.01.2009, ardesd® No. 101/18.12.2009.

Art. 32d (New, SG No. 101/2009, effective 18.1220@Q1) Specialized Administrative Directorate
“Financial Intelligence”, hereafter called “the Batorate”, shall receive, store, explore, analyad a
disclose information gathered pursuant to the teants order specified in the Law on Measures against
Money Laundering (LMML), the Law on Measures agaifsrrorism Financing (LMTF) and the Law on
the State Agency for National Security (LSANS) ahderve the implementation of LMML.

(2) The Directorate is the Financial Intelligenceit{FIU) of the Republic of Bulgaria pursuant totA2,
Paras 1 and 3 of the Decision of the EU Counciimfr&7.10.2000 concerning arrangements for
cooperation and exchange of information betweeaniral intelligence units of the Member States
(Official Gazette No. 271/24.10.2000).

(3) The Directorate has a separate registrar'seffind archive as well as a round seal on which lsha
written “State Agency for National Security — Fic#al Intelligence Directorate”.

(4) In execution of its duties the Directorate shateive notifications pursuant to Art. 11 of LMMind
Art. 9, Para 3 of LMTF.

(5) The Directorate shall establish, use, contnol store its own data pool.

(6) The other structural bodies of the State AgeiocyNational Security have access to the data pbol
the Specialized Administrative Directorate “Finaddintelligence” when there is needed cooperatmn f
prevention of encroachments against national sgatwhnected with financing of international terson
and extremism or with money laundering. This acces€arried out under order defined by the
Chairperson of the Agency.

(7) Specialized Administrative Directorate “Finaaddintelligence” shall:

1. maintain registers of money laundering and tesmo financing data, a register of cash payments
amounting over BGN 30 000 pursuant to Art.11a ofMM and a register of information submitted by
the Customs Agency pursuant to Art.11b of LMML;

2. Exchange information with the security and publider agencies under the terms and order edtadlis
by LMML and LMTF;

3. Carry out financial intelligence analysis ofeasinder LMML, collect additional information undbe
terms and order of Art. 13 of LMML, and draw corgibn whether the initial suspicion of money
laundering is confirmed,;

4. Propose forwarding of cases to the Prosecu@ifite, to the public order and security agencas,
closure of cases pursuant to the conclusion uneer 3;

5. Carry out financial intelligence analysis of easinder the LMTF, collect additional informatiomder
the terms and order of Art. 13 of LMML and draw clusion whether the initial suspicion of terrorism
financing is confirmed;

6. Propose forwarding of cases to the Prosecu@if&te, to the public order and security agencas,
closure of cases pursuant to the conclusion uneer 5;

7. Participate in its capacity under Art. 1, Paran2the proceedings of the respective committews a
organizations at the European Union and the Coohé&lurope, and other international governmentdl an
non-governmental bodies and organizations respenb the counteraction against money laundering
and terrorism financing;

8. exchange information with the financial intedligce services and other states’ bodies competéimain
field on cases and suspicion of money launderind) tenrorism financing under the terms and order
established under Art.18 of the LMML and Art.14tloé LMTF;

9. Organize, supervise and be in charge of theption and use of the secured EGMONT-Group website
and of the international exchange of informatiamtigh it;

10. Coordinate the Directorate officials’ partidipa in workshops, seminars and other forms ohtray;
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11. Assist the competent institutions in harmorgzihe Bulgarian legal order in the money-laundering
field with the European Union normative regulations

12. Elaborate the legal basis on the interactioimn@fAgency with the financial intelligence unifsather
states in the field of money laundering countecamti

13. coordinate the interaction of the Agency wither governmental agencies on matters relateceto fr
movement of capital, corruption, payoffs in intdromal trade transactions and confiscation in refato

the implementation of the measures of counteractgainst money laundering and terrorism financing;
14. Carry out on-site inspections on the persordeurirt. 3, Paras 2 and 3 of the LMML on the
implementation of the measures against money laimgland the measures against terrorism financing,
as well as where suspicion of money launderingtanmdrism financing exists;

15. Propose to the Chairperson of the Agency meador improvement of the organization and activity
of the specialized services of the persons under3AParas 2 and 3 of the LMML;

16. Participate in joint inspections with the badgipervising the persons under Art. 3, Paras 2avfd
the LMML;

17. On its own initiative or together with the beslisupervising the persons under Art. 3, Parasl 3af

the LMML, and their professional organizations asskociations, organize and carry out seminars,
workshops and other forms of training in relatioritie implementation of the LMML and LMTF;

18. Provide assistance to the persons under ARafs 2 and 3 of the LMML on methodological aspect
of their internal rules’ elaboration under Art. a6the LMML;

19. Carry out current and incidental control ovapliementation of the duties under the LMML and the
LMTF and their acts on implementation;

20. Draw up protocols of findings for LMML and LMTigfringements and prepare projects for penal
decrees;

21. Present reports on committed infringements taioimg infringement analysis and proposals of
measures to be undertaken to obviate infringemamgexjuences and to prevent future infringements.

(8) The notifications under Art. 11 of the LMML anchder Art. 9 of the LMTF shall be divided into
notifications for operative-analytical purposes amatifications for information-analytical purposes.
Based on the notifications for operative-analytipalrposes operative files shall be opened. The
notifications for information-analytical purposdsa$i be entered in the database of the Direct@matebe
used for its own activity and for the activity oktpublic order and security agencies.

(9) The Director of the Specialized Administratid@ectorate “Financial Intelligence”, hereafter ledl
“the Directorate”, shall:

1. Coordinate the interaction of the Directoratehwihe persons under Art. 3, Paras 2 and 3 of the
LMML, the supervising bodies under Art. 3a of th®IML, the Prosecutors’ Office and the respective
public order and security agencies under Art. 1thefLMML.

2. Carry out the interaction between the Direcweatd the other structural units of the Agency;

3. Represent the Directorate before the internatiorganization of the financial intelligence urats well

as the respective structures of the European Uaridrthe Council of Europe;

4. Coordinate the interaction of the Directorateéhvthe financial intelligence units and the exchang
information under Art.18 of the LMML and Art.14 tfe LMTF;

5. Open operative files on the basis of money latind reports submitted pursuant to the terms and
order specified in LMML and entrust the task toodficial;

6. Open operative files on the basis of terrorigmarfcing reports, submitted pursuant to the ternts a
order of the Law on Measures against Terrorismriimg (LMTF) and entrust the task to an official,

7. Constitute the commission for closure and baakugases under Iltems 5 and 6;

8. Close the cases under Items 5 and 6 on a camtlokthe commission under Item 7;

9. Exercise powers ensuing from the LMML, LMTF ahd respective rules on implementation;

10. Prepare the Directorate’s annual report ofviiets and submit it to the Chairperson of the &tat
Agency for National Security.
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Draft Law Amending and Complementing
the Law on Measures Against Financing of Terrorism

(Promulgated State Gazette No. 16/18.02.2003, aetkn&G No. 31/4.04.2003, amended and
supplemented, SG No. 19/1.03.2005, amended, SGM®1.07.2006, effective as from the date of entry
into force of the Treaty of Accession of the Reulaif Bulgaria to the European Union - 1.01.2007,
amended and supplemented, SG No. 92/13.11.2007S& dNo. 109/20.12.2007, effective as from
1.01.2008; SG 28/14.03.08; SG 36/4.04.02008)

8 1. A new Art. 4a shall be included with the feliog text:

“Art. 4a. The organization of the information exola, necessary for the fulfilment of the purposks
this Law, shall be regulated by a joint instructissued by the Minister of Interior, the Ministefr 0
Finance, the Chairperson of the State Agency faiioNal Security and the Chief Prosecutor of the
Republic of Bulgaria.”

8 2. In Art. 9 the following amendments and compets shall be included:

1. Para. 3 shall be amended as follows:

(3) The persons under Art. 3, Paras. 2 and 3 ofLthve on Measures against Money Laundering are
obliged, whenever a suspicion for terrorist finagcemerges, to carry out identification of clieatsd
verification of their identity related to the susipus operation or transaction, under the term&rof6 of
the Law on Measures against Money Laundering, tbegdnformation concerning the deal or operation
pursuant to Art. 7 of the Law on Measures againen®y Laundering and to immediately notify the
Financial Intelligence Directorate of the State Agefor National Security as well, before the opiera

or transaction is performed, while delaying its iempentation within the admissible period laid dolyn
the legislative regulations on the relevant typeadivity. In such cases, the Agency shall exertige
powers vested therein under Articles 13 and 18®Liaw on Measures against Money Laundering.

2. A new Para. 4 is created:

(4) The obligation for notification under Paras.add 3 also applies to the attempt to carry out an
operation or transaction aimed at financing ofaesm, as well as to the means which are suspé¢acted
related or used for terrorist acts or used by tetrorganizations and individual terrorists.

3. The current provisions of Paras. 4, 5, 6, 7,&%bdcome respectively Paras. 5, 6, 7, 8 and 9.

§ 3. In the Additional Provision the following antenents and complements shall be included:

1. The phrase Additional Provisions shall be regdiloy the words “Additional Provisions”.

2. A new § 1 with the following text shall be creat

“8 1. Under this Law financing of terrorism sha#l the direct or indirect, illegal and intentionabyision
and/or collection of financial funds, financial assor any other property and/or provision of ficial
services with the intention that they will be ussdwith the knowledge that that they will be used,
completely or partially, for committing terrorisnithin the meaning of the Penal Code.”

The current 8 1 becomes § 2 and the rest of thti@asshall be numbered accordingly.
Transitional and Final Provisions

8 4 The following amendments and complements toLthe on Measures against Money Laundering
shall be included:
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1. In Art. 3, Para. 2:

- Item 10 is amended as follows: “persons licertsechrry out postal money transfers pursuant to
the Law on Postal Services”;

- Item 26 is amended as follows: “persons who mlevaccounting services by profession and
persons who provide consulting in tax matters lofgasion”;

- Item 31 is created “private enforcement agents”.

2. In Art. 11 a new Para. 5 is created with théofeing text:

“(5) The obligation under Para. 1 also arises endases when the operation or transaction havbesut
completed”.
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Information related to the CEPACA activities

Initiated legal proceedings for establishing of cminal assets, the injunction orders imposed on
identified assets, as well as the initiated casesrfcriminal assets forfeiture during the period
01.01.2010 — 31.12.2010

I. From 01.01.2010 to 31.12.2010, the Commissianefiablishing of property acquired from criminal
activity has initiated 177 legal proceedings faabBshing of criminal assets.

For the previous 2009, the Commission has initidfefsl proceedings.

There is an increase by 22 in the number of prangsavhich represents a growth of 14.2 % for 2010 i
comparison with 2009.

II. In 2010 the Commission for establishing of pedy acquired from criminal activity has deliver&s9
decisions for submission to the courts of reasanetions for injunction orders on identified asseith

a total value of claims — 268 613 810 BGN. Of thé&se judges have imposed injunction orders on
property of estimate value of 267 763 810 BGN.

For the previous 2009, the Commission has delivadr&sl decisions for submission to the courts of
reasoned motions for imposing injunction ordersdamtified assets with a total value of claims 2240
297 BGN. Of these the judges have imposed injunati@lers on property of estimate value of 253 992
806 BGN.

There is an increase by 4 in the number of dedsighich represents a growth of 2.6 % for 2010 in
comparison with 2009.

lll. From 01.01.2010 to 31.12.2010 the Commisdmmestablishing of property acquired from criminal
activity has initiated 82 lawsuits for criminal assforfeiture with a total value of claims of 1298 041
BGN.

For the previous 2009, the Commission has initig@dawsuits for criminal assets forfeiture withoal
value of claims of 68 876 264 BGN.

There is an increase by 3 in the number of appticatfor criminal assets forfeiture which represeat
growth of 3.8 % for 2010 in comparison with 2009.

IV. From 01.01.2010 to 31.12.2010, courts havedulecisions on Commission’s claims for criminal
assets forfeiture, as follows:

- First instance decisions (District Court) — 5@idimns, of which 33 in favour of CEPACA.

- For the same period, 41 decisions have been hyefippeal Courts (Second Instance), 21 of
which in favour of CEPACA.

For the period from 01.01.2010 to 31.01.2011, themee 12 court decisions for forfeiture entered into
force, concerning property and assets at estinthtetal value of 7 795 958 BGN /according the vaifie
the motion/. The worth of the property is evaluatéd 915 140 BGN according to the fee due to the
courts for their rulings /which under Bulgarianiigtion is 4 % of the amount of the motion/.

In 2009, 4 court decisions for forfeiture enteretbiforce, concerning property and assets at edtath
total value of 953 976 BGN according the value leé motion. The worth of the seized property is
evaluated at 677 198 BGN according to the fee duleet courts for their rulings.

The total number of court decisions for forfeitdioe the period 01.01.2006 — 31.01.2011 are 16tat to
estimated value — 8 749 934 BGN //according thee/alf the motion/ or 7 592 339 BGN /according to
the fee due to the courts for their rulings/.

There is an increase by 8 in the number of appticatfor criminal assets forfeiture which represeat
growth of 200 % for 2010 in comparison with 2009.

The value of the property subject to forfeiture en@ defintif court order has increased 8 times in
comparison with 2009.
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Observations on the provisional amendments to
the Law regulating the activities of the Commissiorior establishment of
property acquired from criminal activity

The first major change introduced in the new decaficerns the nature of the asset which could beaub
to recovery. The Commission should be entitleddmsecute assets acquired from illegal, and not only
from criminal activities. This increases signifitigrnthe application field of the law including ih some
offenses of administrative and not only criminaé (ipunished under the Criminal Code) nature. The
administrative offenses which could be referrethio Commission are inter alia those under the Law f
prevention and disclosure of the conflict of instseand the Law on transparency of the property of
senior civil servants.

In any of those cases the Commission will be abledgin its proper patrimonial investigation of the
indicted person. In the case of infringement & taw for prevention and disclosure of the conftitt
interests, the Commission shall monitor the couders which ascertains a conflict of interests end
obliged to check if the culprit has benefit fromQ@oncerning the Law on transparency of the prgpsit
senior civil servants, the application of whichuigder the control of the Bulgarian National AudifiCe,

the Commission will investigate if there is disaapy between the declarations of revenue of the
concerned persons and the findings of the Audiic®ff

The draft foresees that the proceedings for fanfeitin favor of the State are governed by the Civil
procedure code, following the principles the sdechl‘civil confiscation”. The Commission will be
entitled to begin such a procedure immediatelyraftperson has been indicted for crime from which i
may be presumed that he has benefited. Thus itbeitho longer necessary for the Commission to wait
the end of the three - instance procedure engagfeddithe Criminal Courts. The new law will alstoel

the Commission to present the results of its patniisd and financial investigations to the prosecsiamd
thus to provoke an indictment and, in the same,ttmduly begin its proper proceeding for forfegur

The Commission will be entitled to act also agaitiétd persons but only if they knew or it was
impossible not to know that the property which thaye acquired has an illegal origin. It is forestet
property that has been transferred to relativethiod persons can also be subject of forfeitureoseh
persons shall have the possibility to prove at tthat they didn’'t know about the illicit origin dhe
acquired property.

With decision of the first instance court, the Coission may proceed to house searches if there are
charges for a crime, which generate illegal prpfitrinst the owner.

In deed, the draft law establishes an entirely heyal framework for the Commission’s work. The
current legislation allows the Commission’s claintyoafter a final conviction has entered in forcehe
draft forecast that the Commission can proceeds ftbe moment of indictment and even without
criminal prosecution in the case of conflict ofdrgsts or discrepancy between tax declaration eaid r
income. The Commission shall be able to act upprivate signal and on its own initiative.

The burden of the proof of the licit origin of lpsoperty lies on the defendant’s shoulders (reversine
burden of proof).

The Commission is entitled to investigate the prypacquired in a period of 20 years before the
beginning of the investigation.

Under certain conditions the Commission can ach éviere is no criminal proceedings engaged again
the defendant or if the criminal prosecution inra-frial phase or the legal prescription for crialin
prosecution has expired.

According to the draft law the Commission will b&héor its own expertise in evaluating the market
value of the litigious property. She may also exarsuspicious deal and, if necessary, ask the Gourt
impose injunction orders. This powers are needezhlme of the vicious, but very popular, practice
existing in Bulgaria which consist for the buyerdieclare at the notary desk a price much lesserttiea
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real value of the property in order to safe takX@sals for real estate at unreal, underestimatadeyalre
also concluded at the bank auctions or auctiorsnizgd by private or state bailiffs.

Under the draft law subject of forfeiture shallthe property for which a reasonable assumptiontsor
illegal origin can be made. The property which dtidae forfeit is the possessions which correspand t
the discrepancy between the legal assets acquyrdtiebdefendant and its real wealth, including the
wealth of its family. If this property is unavailalor impossible to forfeit the defendant shouldiberive

of the cash equivalent of this property.

Significant discrepancy under the draft is estaielisas the difference of over 60 000 BGN (30 00REU
between the net income and the declared revenubs diefendants.

The draft project was coordinated with the Veniaamtission. The Venice Commission’s opinion on
the draft is available on its internet site. Cutlethe draft is still at the point of discussiomstween the
concerned ministries.
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Law for Limiting Payments in Cash

Promulgated State Gazzete Issue 16 since 22 Fglit0at.

Chapter one

SUBJECT AND EXCEPTIONS TO THE APPLIED FIELD

Art. 1. This Law stipulates the limitation on cgsiyments on the territory of the country.

Art. 2. This law does not apply to:

1. Money drawing and deposit in cash from/to peabpayment accounts;

2. Money drawing and deposit in cash from/to act®ohfincapable and handicapped persons, of spouses
and first line relatives;

3. Operations with foreign currency in cash by pssfon;

4. Operations with bank-notes and coins, whereobtiee parties is the Bulgarian National Bank;

5. Substitution of damaged Bulgarian bank-notesaainks by the banks;

6. Payment of labor remunerations under the Labdec

Chapter two

LIMITATION ON CASH PAYMENTS

Art. 3. (1) Payments on the territory of the coyrghall be carried out only by transfer or deptsit
payment account when those are:

1. for sums equal to or exceeding 15 000 BGN ;

2. for sums under 15 000 BGN, when those are fartomey claim under contract, which value is equal
to or exceeding 15 000 BGN.

(2) Paragraph 1 shall be applied in case of paysnenfioreign currency when their BGN equivalence is
equal to or exceeding 15 000 BGN. The equivalend&3N is determined under the exchange rate of the
Bulgarian National Bank on the day of the payment.

Art. 4. (1) The services provided by the bankshe tountry in regard to the operations of the budge
organizations which collect the earnings and otbeenue through card payments shall be done on the
basis of contracts between the Ministry of Finaand the banks. The contracts shall contain the same
provisions and prices, applicable to all banks.

(2) The program and resource provision of the gayiments under item 1 and the connected to them
services and settlement shall be carried out byitkased by the Bulgarian National Bank operatdrs
payment system with definite settlement for sengcof payments with cards on the territory of the
country on the basis of contract with the MinistfyFinance.

(3) The order for transition of the budget orgatimss to collect the earnings and other incomings
through card payments and maintenance under iteamd12 shall be determined with instructions from
the minister of finance and the director of thed2uian National Bank.

(4) The minister of finance define the terms forosth transition of the budget organizations to esill
the earnings and other incomings through card pasrend maintenance under item 1 and 2.

(5) The due sums by the Ministry of Finance unterdontracts under item 1 and 2 are on the acajunt
the central budget.

(6) Natural and legal persons shall not pay bamkrossions and fees in cases when the card paysient i
to budget organization.

Chapter three

ADMINISTRATIVE PUNITIVE PROVISIONS

Art. 5. (1) Who commits or admits to be committelor@ach of art 3 shall be punished with a fine®#2

of the total payment — if it is natural person,pvoperty sanction of 50% of the total amount of the
payment shall be imposed — if it is legal subject.

(2) When there is a second breach of art. 1 treedimall be 50% of the total amount of the paymemd,

the property sanction — 100% of the payment.
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Art. 6. (1) The acts for establishing the breachkall be compiled by the officials of the National
Revenue Agency and the punitive decisions shalisbeed by the executive director of the National
Revenue Agency or officials authorized by him.

(2) The compiling of the acts, the issuing, apipgahgainst and the implementation of the punitive
decisions shall be implemented by the order oLt for the administrative breaches and penalties.
Additional Provisions

§ 1. "Second" is a breach committed one year dfterpunitive decision enter in force, which was
imposed to the person committed the same breach.

Transitional and concluding provisions

§ 2. This law shall apply for payments under amo8 completed till the day when the law shall beeo
effective.

§ 3. The Ministry of Finance has the right to négjetthe provisions and prices under art. 4, iteumder
the contracts mentioned in § 22, item 6 from tlangitional and concluding provisions of the State
Budget Law of Republic of Bulgaria.

8 4. In the Currency Law (issued SG 83 since 188%nd SG 45 since 2002, SG 60 since 2003, SG 36
since 2004, SG 105 since 2005, SG 43 since 2006G4S€ce 2006, SG 59 since 2006 and SG 24 since
2009) in art.2, item 1 the words “in this law” arfganged with “by law”.

8 5. In the Law for the Measures against Money dauing (issued SG 85 since 1998; amend SG 1 and
SG 102 01 since 2001, SG 31 since 2003, SG 10%eéntl05 since 2005, SG 30, SG 54, SG 59, SG 82
and SG 108 since 2006, SG 52, SG 92 and SG 108 20@7, SG 16, SG 36, SG 67 and 69 since 2008,
SG 22, SG23 and SG93 since 2009, and SG 88 and(03Gsifice 2010) in Art. 3 the following
amendments shall be made:

1. In paragraph 2, items 21 and 24 are revoked.

2. Paragraph 7 is revoked.

The Law is passed by the 41st Parliament on thé-8bnuary 2011 and is sealed with the official gtam
of the Parliament.
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3.4 APPENDIV IV — Acronyms

BNB

CcC

CDD
CEPACA
CETS
CFT
CTR
DNFBP
ETS
EUR
FATF
FSC

FIU
FID-SANS

Bulgarian National Bank

Criminal Code

Customer Due Diligence

Commission for Establishing Proceeds of @rim
Council of Europe Treaty Series

Combating the Financing of Terrorism

Cash Transaction Reports

Designated Non-Financial Businesses anteBsains

European Treaty Series [since 1.1.2004: CET8uncil of Europe Treaty Series]

Euro

Financial Action Task Force

Financial Supervision Commission

Financial Intelligence Unit

Bulgarian FIU

Interpretative Note

Information Technology

Law Enforcement Agency
Anti-Money Laundering Law

Anti-Money Laundering and terrorism Financibgw
Mutual Legal Assistance

Memorandum of Understanding

Non-cooperative countries and territories

Politically Exposed Person
Rules on the Implementation of AML Law

State Agency for National Security

Suspicious Activity Report

Suspicious transaction report

Society for Worldwide Interbank Financiall@@mmunication
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