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FIRST MUTUAL EVALUATION OF UZBEKISTAN

First Follow-Up Report

on the Implementation of Recommendations of the EAG Mutual Evaluation

I. INTRODUCTION

1. The purpose of this document is to present to the EAG Plenary Meeting the first follow-up report of Uzbekistan, which describes the measures taken by Uzbekistan to remedy the deficiencies revealed in the course of the mutual evaluation. The report on the mutual evaluation of Uzbekistan was presented to and approved by the Plenary Meeting in June 2010.
2. In relation to the FATF Core and Key Recommendations, Uzbekistan was rated “partially compliant” for Recommendation 5 (Customer Due Diligence), Recommendation 10 (Record Keeping), Recommendation 23 (Regulation, Supervision and Monitoring), Recommendation 40 (Other Forms of Cooperation), Special Recommendation I (Implement UN Instruments) and Special Recommendation III (Freeze and Confiscate Terrorist Assets). As a result of these ratings and in accordance with clause 46 of the EAG Mutual Evaluation Procedures (EAG/PLEN(2007) 4 ver.4), Uzbekistan was placed under the enhanced follow-up procedure and was requested to submit follow-up reports to the Plenary Meeting within the timeframes specified by the Plenary. Uzbekistan was rated “partially compliant” or “non-compliant” for 22 Recommendations specified below.

	Partially Compliant (PC)
	Non-Compliant (NC)

	R.5 (Customer Due Diligence)

R.8 (New Technologies & Non Face-to-Face Business)

R.10 (Record Keeping)

R.11 (Unusual Transactions)

R.12 (DNFBP– R.5, 6, 8-11)

R.15 (Internal Controls, Compliance & Audit)

R.16 (DNFBP – R.13-15 & 21)

R.17 (Sanctions)

R.23 (Regulation, Supervision & Monitoring)

R.24 (DNFBP - Regulation, Supervision & Monitoring)

R.25 (Guidelines & Feedback)

R.29 (Supervisors)

R.30 (Resources, Integrity & Training)

R.32 (Statistics)

R.33 (Legal Persons – Beneficial Owners)

R.40 (Other Forms of Cooperation)

SR.I (Implement UN Instruments)

SR.III  (Freeze and Confiscate Terrorist Assets)

SR.VI (AML/CFT Requirements for Money/Value Transfer Services)

SR.VIII (Non-Profit Organizations)

SR.IX (Cross Border Declaration & Disclosure)


	R.6 (Politically Exposed Persons)


3. The report on the mutual evaluation of Uzbekistan reviewed in June 2010 revealed significant progress in improvement of the national AML/CFT regime. At the same time, due to certain deficiencies related to the implementation of FATF Recommendation 26 (the FIU) the Plenary Meeting requested Uzbekistan to submit the next follow-up report by December 2010.

II. OVERVIEW OF THE PROGRESS MADE BY UZBEKISTAN SINCE JUNE 2010

4. This section highlights the most significant measures undertaken by Uzbekistan since June 2010 to remedy the deficiencies identified in the course of mutual evaluation.

Overall Context

5. On September 14, 2010, the Prime Minister of the Republic of Uzbekistan adopted the Action Plan “On implementing recommendations of the 12th Plenary Meeting of the Eurasian Group on Combating Money Laundering and Financing of Terrorism to further improve the national AML/CFT system of the Republic of Uzbekistan”. Uzbekistan informed that in compliance with paragraph 1 of the Action Plan the Working Group headed by the Deputy General Prosecutor of the Republic of Uzbekistan and consisting of the authorized officers of the designated authority and other concerned Ministries and Departments was established. However, it should be noted that the text of the mentioned Action Plan was not presented.

6. During the reporting period Uzbekistan also adopted Law No.ZRU-262 of the Republic of Uzbekistan dated September 28, 2010 “On Amendments to the Criminal Procedure Code of the Republic of Uzbekistan to Improve Procedure of Cooperation between Courts of Law, Public Prosecutors, Investigators, Inquiring Authorities and Competent Authorities of Foreign States” which regulates the issues related to mutual legal assistance and international cooperation. Pursuant to these amendments the provisions concerning mutual legal assistance and extradition that have existed in the internal documents of various Ministries and Departments are now consolidated in the Criminal Procedure Code. This will allow Uzbekistan to more efficiently cooperate with the foreign partners in the said area.

7. Besides that, the Department on Combating Fiscal & Foreign Currency Crimes and Money Laundering under the General Prosecutor’s Office of Republic of Uzbekistan jointly with the supervisory, licensing and registration authorities, which pursuant to the AML/CFT Law of the Republic of Uzbekistan perform AML/CFT supervision functions, introduced relevant amendments and modifications to the Internal Control Rules (ICR) for institutions involved in transactions with funds or other assets.

Core Recommendations (R.5, R.10)

Recommendation 5

8. The Internal Control Rules (ICR) for insurers and insurance brokers have been amended to bring the definition of “customer” and “beneficial owner” in line with the requirements of FATF Recommendations.

9. The Internal Control Rules (ICR) for stock exchange members have been amended to extend the list of situations when the stock exchange members are obliged to undertake the CDD measures. Under the amended ICR, establishment of business relations is included in the said list.

10. The Internal Control Rules (ICR) for professional securities market participants have been amended to provide that CDD measures shall be undertaken when carrying out occasional transactions.

11. The list of occasional transactions that require application of CDD measures has been extended in the Internal Control Rules (ICR) for commercial banks by adding: 1) change, replacement and (or) conversion by natural persons of foreign currency cash in amount equal to or exceeding 100 times minimum wage; 2) accepting from natural persons foreign currency cash and (or) traveler’s checks in amount equal to or exceeding 100 times minimum wage; 3) foreign currency cash withdrawals by customers using plastic cards; 4) purchase by natural persons of foreign currency cash and (or) traveler’s checks issued by foreign banks and financial institutions.

12. The provision which obliges institutions to request their customers to provide information as to the purpose and intended nature of business relations as well as information about origin of funds, when necessary, has been included in the ICR for stock exchange members, ICR for leasing companies and also in the ICR for postal service operators and providers.
13. The requirements to conduct ongoing due diligence on the business relationship and scrutiny of transactions with funds or other assets undertaken by a customer to verify their consistency with the available knowledge of such customer and his/her activities have been included in the ICR for professional securities market participants as well as in the ICR for insurers and insurance brokers.

14. The Internal Control Rules (ICR) for all non-banking sector institutions have been amended to oblige the institutions to refuse to conduct a customer’s transaction when it is impossible to complete identification (i.e. in case of attempted transactions) or when information obtained through the CDD process indicates that establishment of business relations with such customer is inexpedient.
15. Provisions obliging the institutions to verify information submitted by a customer have been included in the ICRs for commercial banks, non-bank credit institutions, professional securities market participants, stock exchange members and leasing companies.

16. The Internal Control Rules (ICRs) for professional securities market participants, stock exchange members and postal service operators have been amended to include the provision which establishes that the information obtained through the CDD and customer identification process shall be updated on an annual basis.

17. The imperative requirement to refuse to establish business relations or carry out a transaction or to terminate business relations with a customer when it is impossible to perform CDD has been included in the Internal Control Rules for commercial banks and non-bank credit institutions.

Recommendation 10

18. The ICRs for postal service operators and providers, professional securities market participants, stock exchange members, leasing companies and insurers have been amended to include the provision which requires to record and keep information on transactions in such a way as to ensure reconstruction of transaction details, if necessary.

Other Recommendations (R.8, R.11, R.15, R.22, R.12, R.16)

Recommendation 8

19. According to the amended Internal Control Rules commercial banks are obliged to qualify customers who “use software systems enabling them to carry out transactions without physical presence of a customer” as the high risk ones. Besides that, in case of any doubts a commercial bank shall pay special attention to “issuing payment documents, signing them by authorized persons (chief executive, chief accountant) and effecting wire transfers under such documents only upon endorsement by an electronic digital signature of  person directly authorized to put such signature, as well as to retaining such documents”.

20. The following provision related to the internal control objectives has been added to the Internal Control Rules for insurance institutions: “undertake necessary measures to ensure that special attention is paid to prevention of threat of use of the institution’s services for committing offences, in particular for laundering proceeds from crime and (or) financing of terrorism, with the application of modern technologies that favor anonymity”.

Recommendation 11

21. The Internal Control Rules for all non-bank financial institutions have been amended to include the obligation to establish in writing the results and findings obtained through the CDD process regarding transactions that have no apparent economic purpose and are inconsistent with the objectives and activities of a customer specified in its constituent documents or in the state registration certificate, which are deposited with the CDD records.

Recommendation 15

22. The Internal Control Rules for leasing companies and postal service operators have been amended to oblige them to communicate the internal control rules to their employees.

23. Besides that, the Internal Control Rules for leasing companies and postal service operators have been amended to oblige the designated persons to undergo training and professional development training to ensure their awareness of the recent developments including information on modern ML/FT techniques, methods and trends and to clearly clarify all aspects of the AML/CFT legislation and obligations.

Recommendation 22

24. The requirements for compliance with the AML/CFT standards by the stand-alone subsidiary business units of insurance institutions (subsidiaries, representative offices, subdivisions, branches) have been included in the Internal Control Rules for insurers and insurance brokers.

Recommendation 12

25. The requirements for verification of information provided by a customer have been included in the ICRs for real-estate agents and dealers in precious metal and precious stones.

26. The Internal Control Rules for all DNFBP covered by the AML/CFT Law have been amended to include the obligation to establish in writing the results and findings obtained through the CDD process regarding transactions that have no apparent economic purpose and are inconsistent with the objectives and activities of a customer specified in its constituent documents or in the state registration certificate, which are deposited with the CDD records.

Recommendation 16

27. The requirement according to which an AML/CFT compliance officer shall be appointed at the management level and be a staff auditor of an audit company has been included in the Internal Control Rules for audit organizations.

Other Information

28. Besides that, the Working Group has developed proposals on amendments to some legislative acts of the Republic of Uzbekistan to bring them in line with the recommendations made following the mutual evaluation, and in particular to:

Law of the Republic of Uzbekistan “On Accounting”;

Law of the Republic of Uzbekistan «On Securities Market”;

Law of the Republic of Uzbekistan “On Combating Terrorism”;

Law of the Republic of Uzbekistan “On Banks and Banking Activity”;

Law of the Republic of Uzbekistan “On Auditing Activity”;

Law of the Republic of Uzbekistan «On Insurance Activity”;

Law of the Republic of Uzbekistan “On Stock Exchanges and Exchange Activity”;

Law of the Republic of Uzbekistan «On State Customs Service”;

Law of the Republic of Uzbekistan “On Counteracting Legalization of Proceeds from Crime and Financing of Terrorism”;

Criminal Code of the Republic of Uzbekistan;

Criminal Procedure Code of the Republic of Uzbekistan;
Civil Procedure Code of the Republic of Uzbekistan

III. RECOMMENDATIONS AND CONCLUSIONS

29. In the reporting period the Republic of Uzbekistan has made significant progress in addressing the deficiencies in order to comply with the FATF Core Recommendations (Recommendations 5, 10). Substantial efforts were also undertaken with regard to other Recommendations (Recommendations 8, 11, 15, 22, 12 and 16).

30. However, no information on addressing the deficiencies with regard to the implementation of Recommendation 26 has been presented, which was the basis for the placement of Uzbekistan under the enhanced follow-up procedure by the 12th Plenary Meeting.
31. In this context it seems appropriate to request the Republic of Uzbekistan to submit the next follow-up report by the 14th EAG Plenary Meeting.

EAG Secretarial
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REFERENCE
Improvement of the national AML/CFT system of the Republic of Uzbekistan is one of the issues of the highest priority and the efforts to implement the recommendations issued following the mutual evaluation are currently underway.

In particular, Law No.ZRU-262 of the Republic of Uzbekistan “On Amendments to the Criminal Procedure Code of the Republic of Uzbekistan to Improve Procedure of Cooperation between Courts of Law, Public Prosecutors, Investigators, Inquiring Authorities and Competent Authorities of Foreign States” which regulates the issues related to mutual legal assistance and international cooperation was adopted on September 28, 2010 and entered into force the next day after adoption.
Besides that, on September 14 of this year the Prime Minister of the Republic of Uzbekistan adopted the Plan of Actions “For implementing recommendations of the 12th Plenary Meeting of the Eurasian Group on Combating Money Laundering and Financing of Terrorism to further improve the national AML/CFT system of the Republic of Uzbekistan”.

According to paragraph 1 of the said Action Plan the Working Group headed by the Deputy General Prosecutor of the Republic of Uzbekistan and consisting of the authorized officers of the designated authority and other concerned Ministries and Departments was established.

In compliance with the Action Plan the Department on Combating Fiscal & Foreign Currency Crimes and Money Laundering under the General Prosecutor’s Office of Republic of Uzbekistan jointly with the oversight, licensing and registration authorities, which pursuant to the AML/CFT Law of the Republic of Uzbekistan perform the AML/CFT supervision functions, introduced relevant amendments and modifications to the Internal Control Rules (ICRs) of institutions involved in transactions with funds or other assets.
In particular, the following requirements were included in the functional duties of the ICR compliance officers:

to request customers to provide information as to the purpose and intended nature of the business relations as well as information on origin of funds, when necessary;
to establish in writing the results and findings obtained through the CDD process regarding transactions that have no apparent economic purpose and are inconsistent with the objectives and activities of a customer specified in its constituent documents or in the state registration certificate;

to refuse to conduct a customer’s transaction when it is impossible to complete identification or when information obtained through the CDD process indicates that establishment of business relations with such customer is inexpedient;
to verify information provided by a customer.

Being included in the Rules is the provision according to which a transaction with funds or other assets shall be considered suspicious when it is impossible to complete identification or when information obtained through the CDD process indicates that establishment of business relations with a customer is inexpedient.
A number of other amendments and modifications envisaged by the recommendations of the 12th EAG Plenary Meeting were introduced.

Besides that, the Working Group developed proposals on amendments and modifications to some legislative acts of the Republic of Uzbekistan, and in particular to:
Law of the Republic of Uzbekistan “On Accounting”;

Law of the Republic of Uzbekistan «On Securities Market”;

Law of the Republic of Uzbekistan “On Combating Terrorism”;

Law of the Republic of Uzbekistan “On Banks and Banking Activity”;

Law of the Republic of Uzbekistan “On Auditing Activity”;

Law of the Republic of Uzbekistan «On Insurance Activity”;

Law of the Republic of Uzbekistan “On Stock Exchanges and Exchange Activity”;

Law of the Republic of Uzbekistan «On State Customs Service”;

Law of the Republic of Uzbekistan “On Counteracting Legalization of Proceeds from Crime and Financing of Terrorism”;

Criminal Code of the Republic of Uzbekistan;

Criminal Procedure Code of the Republic of Uzbekistan;

Civil Procedure Code of the Republic of Uzbekistan

In particular, the said amendments were developed for criminalizing such types of “the designated categories of offences” as insider trading and market manipulation; bringing the wording of Article 243 of the Criminal Code in line with the requiements of the Vienna and Palermo Conventions; establishing a full range of administrative measures for indefinite and immediate freezing of assets of persons involved or suspected of being involved in terrorist activities; vesting powers in the customs authorities to freeze or seize funds suspected of being used for money laundering or terrorist financing; identifying AML/CFT as one of the functions of the customs authorities; establishing liability of legal entities for involvement in laundering the proceeds from crime, etc.
Besides that, in order to extend the powers of the oversight, licensing and registration authorities, which pursuant to the AML/CFT Law of the Republic of Uzbekistan perform the AML/CFT supervision functions, the Working Group developed proposals on amendments to the regulations governing their activities, which envisage application of the entire range of sanction against institution involved in transactions with funds or other assets for breach of the legislation in this area.

Upon completion of review and consideration by the relevant Ministries and Departments, the said draft documents will be submitted, in a prescribed manner, to the Legislative House of Oliy Majlis (draft Laws) and to the Cabinet of Ministers (draft Resolutions).

Besides that, being developed was the Regulation on procedure for arrangement of monitoring and control over compliance with the AML/CFT Internal Control Rules by institutions involved in transactions with funds or other assets, which upon adoption by joint resolution of the relevant Ministries and Departments will be submitted to the Ministry of Justice for state registration.

UZBEKISTAN
Template for the 4th Follow-Up Report (December 2010)

I.  Actions taken regarding the Core Recommendations (Recommendations 5, 10)

	Recommendations
	Summary of factors underlying rating
	Description of actions taken to remedy deficiencies since adoption of the Mutual Evaluation Report (June 2010)



	5. Customer due diligence
	1. The list of cases for application of the CDD measures to certain financial institutions is not sufficient:
· commercial banks are not required to apply the CDD measures to certain foreign exchange transactions (changing money and conversion);
· members of stock exchange are not required to apply the CDD measures when establishing business relations;
· professional participants of the securities market are not required to apply the CDD measures when conducting one-off transactions;
	Appropriate modifications and amendments have been introduced to the Internal Control Rules

Paragraph 120 of the Regulation on Currency Exchange Office (approved by Central Bank Resolution No.505 (No.5/11) dated 20.02.2002 and registered with the Ministry of Justice No.1114dated 14.03.2002) strictly prohibits to sell foreign currency cash and traveler’s checks without recording the buyer’s passport details in the unified computer system. It also prohibits to trade foreign currency without recording information in the foreign currency purchase register, foreign currency sales log-book and also in a separate log-book, in which buyer’s family name and initials, his/her passport details, name, amount of foreign currency sold and sales date are indicted. Therefore, despite the fact that there is no direct requirement to present ID documents when carrying out some currency exchange transactions, such requirement is actually in place since the identification information is necessarily required for confirming the resident/non-resident status and completing the required reporting documents.

At the same time, modifications and amendments which envisage application of the CDD measures to all foreign currency exchange transactions have been introduced to the Internal Control Rules for commercial banks.

The Internal Control Rules for stock exchange members have been amended and modified. In particular, paragraph 16 of the amended Rules reads as follows: “Stock exchange members shall perform CDD when establishing business relations with customers as well as in case of any suspicion that conducted transactions are related to laundering proceeds from crime and financing of terrorism and also if there are doubts about the veracity and adequacy of previously obtained identification data”.

Amendments and modifications which provide that CDD measures shall be undertaken when carrying out occasional transactions have been introduced to the Internal Control Rules.

	
	2. The list of identity data to be requested from customers of financial institutions (except for credit institutions) is not extensive enough;
	All Internal Control Rules for financial institutions specify that identification of a customer – a natural person shall be carried out on the basis of an ID document (a passoprt or an equivalent document). If a natural person is a sole proprietor, his/her sate registration certificate shall also be subject to close examination.

When idenifying a customer – a legal entity the stock exchange members shall examine the relevant state registration documents and verify information on form of business ownership, location, management as well as data indicated in the constituent documents.

	
	3. Credit institutions are not required to apply any CDD measures in respect to government agencies and regulatory bodies;
	Article 7 of Law No.664-II of the Republic of Uzbekistan dated 26.08.2004 “On Treasury-Based State Budget Execution” specifies that one of the main objectives of the Treasury is to exercise control over the state budget revenues and expenditures. Since the government agencies and regulatory bodies are funded from the budget, control over their expenditures is exercised by the Treasury, and therefore there is no need for application of CDD measures.

	
	4. There is no mechanism for applying the CDD measures to cases involving attempts to execute transactions;
	The Internal Control Rules have been amended to oblige the institutions carrying out transactions with funds or other assets to refuse to conduct a customer’s transaction when it is impossible to complete identification (i.e. in case of attempted transaction) or when information obtained through the CDD process indicates that establishment of business relations with such customer is inexpedient.

	
	5. Not all financial institutions in Uzbekistan are required to ascertain whether a customer is acting on its own behalf or not, as well as clarify the ownership and management structures of customers (legal entities);
	Pursuant to Article 7 of Law No.660-II dated 26.08.2004, the CDD measures undertaken by institutions involved in transactions with funds or other assets shall necessarily include:

verification of the identity and authority of a customer and persons represented by him based on the appropriate documents;
identification of beneficial owner or a person controlling a customer – a legal entity – through examination of the ownership and management structure based of constituent documents;
conducting ongoing due diligence of the business relations and transactions with funds or other assets carried out by a customer in order to verify their consistency with the information on such customer and his activities.
These requirements are included in all Internal Control Rules.

	
	6. Financial institutions are not required to request their customers to provide data as to the objective and intended nature of business relations, as well as information about the origin of funds (when necessary);
	The Internal Control Rules for financial institutions have been amended to include the provision which obliges them to request customers to provide data as to the purpose and intended nature of the business relations as well as information about origin of funds, when necessary.

	
	7. There are no clear rules for the application of the CDD measures (monitoring customers' transactions) on an ongoing basis in the non-bank financial sector;
	Pursuant to Article 7 of Law No.660-II dated 26.08.2004, the CDD measures undertaken by institutions involved in transactions with funds or other assets shall necessarily include:

verification of the identity and authority of a customer and persons represented by him based on the appropriate documents;
identification of beneficial owner or a person controlling a customer – a legal entity – through examination of the ownership and management structure based of constituent documents;
conducting ongoing due diligence of the business relations and transactions with funds or other assets carried out by a customer in order to verify their consistency with in information on such customer and his activities.
These requirements are included in all Internal Control Rules.

	
	8. The requirements to apply special CDD measures to high-risk customers does not apply to all institutions of the financial sector (except for credit institutions and stock exchange);
	The efforts are currently undertaken to implement this recommendation of the EAG evaluation mission.

	
	9. There are no clear rules in the non-bank financial sector as to what actions the institutions involved in conducting transactions with funds and other assets should take in the event of a negative CDD result (except non-presentation of documents for identification);
	The Internal Control Rules have been amended to oblige the institutions carrying out transactions with funds or other assets to refuse to conduct a customer’s transaction when it is impossible to complete identification (i.e. in case of attempted transaction) or when information obtained through the CDD process indicates that establishment of business relations with such customer is inexpedient.

	
	10. Not all subordinate acts regulating other relations (e.g. currency exchange transactions) are aligned with existing AML/CFT Law, which may cause certain implementation problems;

	The efforts are currently undertaken to implement this recommendation of the EAG evaluation mission.

	
	11. There is no requirement to carry out verification (check) of data submitted by the client, except for checking the identity card;
	The Internal Control Rules have been amended to oblige the institutions engaged in transactions with funds or other assets to verify information submitted by a customer.

	
	12. Professional participants of the securities market, members of stock exchange and operators of postal services are not required to update customer information;
	The ICR for professional securities market participants, stock exchange members and postal service operators have been amended to include the provision which establishes that the information obtained through the CDD and customer identification process shall be updated on an annual basis.

	10. Record keeping
	1. There is no requirement for maintaining information in scope sufficient for its use as evidence in criminal or civil proceedings (does not apply to credit institutions);
	The Internal Control Rules have been amended to include the provision which requires to record and keep information on transactions in such a way as to ensure reconstruction of transaction details, if necessary.

	
	2. A 3-years retention period is set by certain laws and regulations, which is inconsistent with the AML/CFT Law;
	A Draft Law on modifications and amendments to some legislative acts, inter alia, to Law of the Republic of Uzbekistan “On Accounting”, has been developed. A period of retention of accounting records and registers, microfilms or financial data of computerized accounting set by this Draft Law is at least five years.


Actions taken regarding the Key Recommendations (Recommendations 23, 40, Special Recommendations I, III) 

	Recommendations
	Summary of factors underlying rating
	Description of actions taken to remedy deficiencies since adoption of the Mutual Evaluation Report (June 2010)



	23. Regulation, supervision and monitoring
	1. The AML/CFT supervision and monitoring regime does not cover institutions, which accept payments from population through unattended payment terminals;

	The efforts are currently undertaken to implement this recommendation of the EAG evaluation mission.

	
	2. Leasing companies are, de facto, not subject to supervision and monitoring;
	A draft Regulation on procedure for arrangement of monitoring and control over compliance with the AML/CFT Internal Control Rules by institutions involved in transactions with funds or other assets has been developed.

	
	3. The supervision and monitoring regulatory framework for the AML/CFT purposes is not yet established for all types of financial institutions;
	A draft Regulation on procedure for arrangement of monitoring and control over compliance with the AML/CFT Internal Control Rules by institutions involved in transactions with funds or other assets has been developed.

	
	4. No information is available on application of the Core Principles for the AML/CFT purposes in the banking, insurance and securities sectors;
	The Central Bank of the Republic of Uzbekistan undertakes ongoing efforts to implement the international banking supervision standards. The mechanism of supervision over banking activity in Uzbekistan is based on the 25 Core Principles of the Basel Committee on Banking Supervision (hereinafter the Core Principles). This mechanism provides all opportunities to conduct supervision over the banking activities in the AML/CFT sphere.

In particular, the requirements are established for licensing of banking activity which involves detail study of the founders, inter alia, for the AML/CFT purposes.

Besides that, there are separate requirements for establishing the organizational structure of banks, which shall necessarily include separate internal audit and internal control departments.

There are also separate requirements for establishing the internal control system, one of the main objective of which is to prevent the use of a bank for criminal purposes, inter alia, for the ML and (or) FT purposes. (Recommendation No.404 for organization of internal control in commercial banks dated 04.07.1998, and ICR No.2023 dated 23. 10. 2009).

The organizational structure of the Central Bank of the Republic of Uzbekistan includes a separate department, one of the main objective of which is to conduct monitoring and supervision of the AML/CFT activities of the banks (in compliance with Core Principles 16 - 25).

	
	5. The market entry procedures are specified in detail only for the banking sector;
	The efforts are currently undertaken to implement this recommendation of the EAG evaluation mission.

	
	6. The AML/CFT supervision and monitoring system is under development and lack of sufficient results does not allow for assessing its effectiveness (does not apply to the banking sector);
	The efforts are currently undertaken to implement this recommendation of the EAG evaluation mission.

	40. Other forms of cooperation
	1. Low level of cooperation in the supervisory field;
	The efforts are currently undertaken to implement this recommendation of the EAG evaluation mission.

	
	2. Low effectiveness of the system as regards to international cooperation and information exchange of the FIU
	The efforts are currently undertaken to implement this recommendation of the EAG evaluation mission.

	SR. I. Implement UN instruments


	1. Requirements of 2 (1) (a) of the International Convention for the Suppression of the Financing of Terrorism as regards criminalization of theft of nuclear materials and unlawful acts against the safety of fixed platforms located on the continental shelf are not provided for;
	Illegal acquisition of radioactive materials, violation of the radioactive material handling rules, illegal handling of radioactive materials and violation of the nuclear installation operation rules are punishable under Articles 252, 253, 254 and 255 of the Criminal Code of the Republic of Uzbekistan. Theft, fraudulent acquisition and steal of a third party’s assets, which may also be radioactive materials, are punishable under Articles 167, 168 and 169 of the Criminal Code of the Republic of Uzbekistan, respectively. 

Uzbekistan has no fixed platforms located on the continental shelf, however, Article 3 of the Criminal Procedure Code of the Republic of Uzbekistan establishes that criminal proceedings shall be conducted in accordance with the law in effect at the moment of the inquiry, pretrial investigation and trial, regardless of the place of the commission of an offense, unless otherwise stipulated by treaties and agreements signed by the Republic of Uzbekistan with other countries.

	
	2. Lack of sufficient information on measures undertaken to comply with UN Security Council Resolutions 1267 (1999), 1333 (2000), 1363 (2001), 1390 (2002), 1455 (2003) and 1526 (2004);
	The efforts are currently undertaken to implement this recommendation of the EAG evaluation mission.

	SR. III Freeze and confiscate terrorist assets


	1. The current regime for suspension of transactions and application of criminal-procedural mechanisms in respect to individuals listed as terrorists raises questions as to the effectiveness of the implementation of Resolutions 1267 and 1373;
	A draft Law on amendments to some legislative acts, inter alia, to the Laws “On Combating Terrorism” and “On Banks and Banking Activity”, has been developed. This draft Law established new provisions which envisage that all transactions involving money or assets flow conducted by persons engaged or suspected (accused) of being engaged in terrorist activities are subject to indefinite and immediate suspension.

	
	2. There are no necessary mechanisms for reviewing and utilizing the information received from foreign countries in respect of entities subject to freezing measures;
	Pursuant to Law No.ZRU-262 of the Republic of Uzbekistan dated 28.09.2010, Section 14 which covers the issues pertaining to international cooperation in the criminal proceedings area was added to the Criminal Procedure Code of the Republic of Uzbekistan.

Paragraph 24 of the Regulation on procedure for providing AML/CFT-related information (adopted by Resolution No.272, dated 12.10.2009 of the Cabinet of Ministers of the Republic of Uzbekistan) stipulates that the Department draws the lists of persons involved or suspected of being involved in terrorist activities based on information provided, inter alia, by the Ministry of Foreign Affairs. 

	
	3. Uzbekistan has no procedures for processing/considering de-listing requests;
	A draft Law on amendments to some legislative acts, inter alia, to the Law “On Combating Terrorism”, has been developed. This draft Law obliges the National Security Service and the Department to inform the relevant Ministries, State Committees and Departments about de-listing of persons involved or suspected of being involved in terrorist activities for taking measures to lift the suspension of transactions involving money and assets flow.

	
	4. Uzbekistan has no mechanisms authorizing access to a portion of funds necessary for basic expenses, as required by the UN Security Council Resolutions 1452;

	The efforts are currently undertaken to implement this recommendation of the EAG evaluation mission.


II. Actions taken regarding other Recommendations (Recommendations 6, 8, 11, 12, 15, 16, 17, 24, 25, 29, 30, 32, 33, Special Recommendations VI, VIII, IX)

	Recommendations
	Summary of factors underlying rating
	Description of actions taken to remedy deficiencies since adoption of the Mutual Evaluation Report (June 2010)



	6. Politically exposed persons
	1. The legislative and other measures required by the Recommendation 6 are missing;

	The efforts are currently undertaken to implement this recommendation of the EAG evaluation mission.

	8. New technologies & non face-to-face business


	1. No system for regulating transactions involving new technologies is developed for financial institutions of the non-bank sector;

	Amendments and modifications have been introduced to the ICR



	
	2. There are no requirements for non-bank financial institutions to manage the AML/CFT-related risks when using new technologies and carrying out non-face to face transactions;

	The efforts are currently undertaken to implement this recommendation of the EAG evaluation mission.

	11. Unusual transactions
	1. There is no obligation to pay special attention to complex, large and unusual transactions in the non-banking sector;
	The ICR has been amended to include the obligation to establish in writing the results and findings obtained through the CDD process regarding transactions that have no apparent economic purpose and are inconsistent with the objectives and activities of a customer specified in its constituent documents or in the state registration certificate, which are deposited with the CDD records.

	
	2. Unclearly established special obligation with regard to complex, large and unusual transaction to examine their background and purpose, and ambiguously defined rules for recording examination findings, maintaining and providing access thereto for the competent authorities and auditors;
	The ICR has been amended to include the obligation to establish in writing the results and findings obtained through the CDD process regarding transactions that have no apparent economic purpose and are inconsistent with the objectives and activities of a customer specified in its constituent documents or in the state registration certificate, which are deposited with the CDD records.

	12. DNFBP – R.5, 6, 8-11
	1. Special regulations should be established for DNFBPs envisaging obligation to pay special attention to all complex, unusual large transactions, and all unusual patterns of transactions, which have no apparent economic or visible lawful purpose and to register, retain and provide information obtained as a result of such control;
	The ICR has been amended to include the obligation to establish in writing the results and findings obtained through the CDD process regarding transactions that have no apparent economic purpose and are inconsistent with the objectives and activities of a customer specified in its constituent documents or in the state registration certificate, which are deposited with the CDD records.

	15. Internal control, compliance and audit


	1. There is no requirement to communicate internal control rules to employees of leasing companies and postal service operators;
	The ICR have been amended to include the obligation to communicate internal control rules to employees of leasing companies and postal service operators.

	
	2. There is no requirement to appoint AML/CFT compliance officer at the management level (does not apply to banks);
	The efforts are currently undertaken to implement this recommendation of the EAG evaluation mission.

	
	3. There is no requirement to have an independent AML/CFT audit system in financial institutions (does not apply to banks);
	The efforts are currently undertaken to implement this recommendation of the EAG evaluation mission.

	
	4. There is no requirement for leasing companies and postal service operators to provide AML/CFT training for their personnel;
	The Internal Control Rules for leasing companies and postal service operators have been amended to provide for training and professional development training of designated persons to ensure their awareness of the recent developments including information on modern ML/FT techniques, methods and trends and to clearly clarify all aspects of the AML/CFT legislation and obligations.

	
	5. No sufficient requirement for financial institutions (except for some positions in banks and professional securities market participants) to put in place screening procedures when hiring employees;
	The efforts are currently undertaken to implement this recommendation of the EAG evaluation mission.

	
	6. The effectiveness of internal control measures cannot be assessed since they were just recently implemented;
	The efforts are currently undertaken to implement this recommendation of the EAG evaluation mission.

	16. DNFBP – R.13-15 & 21
	1. Not all DNFBPs are obligated to appoint a compliance officer by a manager’s order;
	The Internal Control Rules have been amended to establish the obligation to appoint a compliance officer by a manager’s order.

	
	2. No requirement for training and screening of DNFBP employees;
	The Internal Control Rules have been amended to provide for training and professional development training of designated persons to ensure their awareness of the recent developments including information on modern ML/FT techniques, methods and trends and to clearly clarify all aspects of the AML/CFT legislation and obligations. 

	17. Sanctions
	1. The possibility to apply a broad range of sanctions against all types of financial institutions (except for the banking sector) has not been established;
	In order to extend the powers of the authorities, which pursuant to the AML/CFT Law of the Republic of Uzbekistan perform the AML/CFT supervision function, the proposals on amendments to the regulations governing their activity, which envisage application of the entire range of sanction against institution engaged in transactions with funds or other assets for breach of the legislation in this area, have been developed.

	
	2. Article 179-3 covers a narrow list of violation types and does not provide for effective, proportionate and dissuasive sanctions;
	The efforts are currently undertaken to implement this recommendation of the EAG evaluation mission.

	
	3. Except for the banking sector, it impossible to assess effectiveness of sanctions;
	The efforts are currently undertaken to implement this recommendation of the EAG evaluation mission.

	24. DNFBP – Regulation, supervision and monitoring
	1. Lack of effective monitoring of compliance by DNFBPs with the AML/CFT measures (except for Ministry of Justice in certain aspects);
	A draft Regulation on procedure for arrangement of monitoring and control over compliance with the AML/CFT Internal Control Rules by institutions involved in transactions with funds or other assets has been developed.

	
	2. The designated authority for monitoring dealers in precious metals and stones and real estate agents does not have adequate resources for performing its functions;
	A draft Regulation on procedure for arrangement of monitoring and control over compliance with the AML/CFT Internal Control Rules by institutions involved in transactions with funds or other assets has been developed.

	25. Guidelines & feedback
	1. No guidelines or recommendations describing ML/FT methods and techniques have been issued for institutions engaged in transactions with funds or other assets;
	The efforts are currently undertaken to implement this recommendation of the EAG evaluation mission.

	
	2. Insufficient information on results of financial investigations conducted by the FIU is available to financial institutions;
	The efforts are currently undertaken to implement this recommendation of the EAG evaluation mission.

	
	3. Detailed guidelines for the private sector which would facilitate a more effective performance of obligations by financial institutions, including description on new ML/FT trends and typologies, have not been issued;
	The efforts are currently undertaken to implement this recommendation of the EAG evaluation mission.

	29. Supervisors
	1. The Communication and Information Agency of the Republic of Uzbekistan is not authorized to perform AML/CFT supervision;
	In order to extend the powers of the authorities (inter alia, on the Communication and Information Agency of the Republic of Uzbekistan), which pursuant to the AML/CFT Law of the Republic of Uzbekistan perform the AML/CFT supervision function, the proposals on amendments to the regulations governing their activity, which envisage application of the entire range of sanction against institution engaged in transactions with funds or other assets for breach of the legislation in this area, have been developed.

	
	2. Only the Central Bank has the possibility to apply broad range of sanctions against the supervised financial institutions;
	In order to extend the powers of the authorities, which pursuant to the AML/CFT Law of the Republic of Uzbekistan perform the AML/CFT supervision function, the proposals on amendments to the regulations governing their activity, which envisage application of the entire range of sanction against institution engaged in transactions with funds or other assets for breach of the legislation in this area, have been developed.

	30. Resources, integrity and training
	1. Supervisory agencies (except for the Central Bank of the Republic of Uzbekistan) are not yet adequately staffed and structured for AML/CFT supervision purposes; 
	The efforts are currently undertaken to implement this recommendation of the EAG evaluation mission.

	
	2. Supervisory agencies have not yet received training in AML/CFT supervisory techniques (does not apply to the Central Bank of the Republic of Uzbekistan);
	The efforts are currently undertaken to implement this recommendation of the EAG evaluation mission.

	
	3. No specialized AML/CFT units in the Ministry of Internal Affairs, the Customs and the National Security Service;
	The efforts are currently undertaken to implement this recommendation of the EAG evaluation mission.

	
	4. The Department staff require training in financial investigations;
	The efforts are currently undertaken to implement this recommendation of the EAG evaluation mission.

	
	5. No supervisory unit in the Department;
	The efforts are currently undertaken to implement this recommendation of the EAG evaluation mission.

	32. Statistics
	1. No statistics available regarding the amount of property frozen under the UN Security Council Resolutions;
	The efforts are currently undertaken to implement this recommendation of the EAG evaluation mission.

	
	2. No separate statistics are maintained regarding the offence described in Article 155 “Terrorist Financing”;
	The efforts are currently undertaken to implement this recommendation of the EAG evaluation mission.

	
	3. No statistics available regarding inspections conducted and sanctions applied by the supervisory authorities (does not apply to the Central Bank);

	A draft Regulation on procedure for arrangement of monitoring and control over compliance with the AML/CFT Internal Control Rules by institutions involved in transactions with funds or other assets has been developed. Pursuant to this draft Regulation the Department will be in charge of accounting for all inspections and sanctions.

	33. Legal persons – beneficial owners
	1. No measures for identifying and verifying information on beneficial ownership of legal persons are in place;
	The efforts are currently undertaken to implement this recommendation of the EAG evaluation mission.

	
	2. The legal entities registration system is not used for AML/CFT purposes
	The efforts are currently undertaken to implement this recommendation of the EAG evaluation mission.

	SR. VI AML requirements for money/value transfer services
	1. No information is available on legislative or other measures taken in relation to MVT service operators acting outside the formal financial system;
	The efforts are currently undertaken to implement this recommendation of the EAG evaluation mission. 

	
	2. All flaws and deficiencies noted in relation to the AML/CFT measures in the banking and postal system sector are also applicable in the context of money transfer;
	The efforts are currently undertaken to implement this recommendation of the EAG evaluation mission.

	СР.VIII Non-profit organizations
	1. No reviews of the NPO legislation for the AML/CFT purposes are carried out;
	The efforts are currently undertaken to implement this recommendation of the EAG evaluation mission.

	
	2. No periodic review of the NPO sector to identify FT risk was conducted, and no review of AML/CFT outreach events was performed;
	The efforts are currently undertaken to implement this recommendation of the EAG evaluation mission.

	
	3. No special mechanisms are in place for exchanging information on NPOs at the international level in case ML/FT suspicions arise;
	The efforts are currently undertaken to implement this recommendation of the EAG evaluation mission.

	СР.IX Cross border declaration & disclosure
	1. The Customs system as a whole is not used for AML/CFT-related purposes;
	A draft Law on amendments to some legislative acts of the Republic of Uzbekistan, inter alia, to Law on State Customs Service, has been developed. According to this draft Law the customs authorities will be vested with powers to freeze or seize funds suspected of being used for money laundering or terrorist financing and AML/CFT will be identified as one of the functions of the customs authorities. 



	
	2. Customs authorities do not have powers to obtain information about the origin of funds/bearer instruments and their intended use;
	The efforts are currently undertaken to implement this recommendation of the EAG evaluation mission.

	
	3. The customs authorities do not have sufficient authority to freeze and seize any funds suspected to be involved in money laundering or terrorist financing;
	A draft Law on amendments to some legislative acts of the Republic of Uzbekistan, inter alia, to Law on State Customs Service, has been developed. According to this draft Law the customs authorities will be vested with powers to freeze or seize funds suspected of being used for money laundering or terrorist financing and AML/CFT will be identified as one of the functions of the customs authorities.
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