	EAG-III

	
	EAG/FR(2007)2



FIRST MUTUAL EVALUATION OF KYRGYZSTAN

First progress report 

on the implementation of recommendation of the EAG mutual evaluation

I. INTRODUCTION

1. The purpose of this document is to present to the EAG Plenary meeting the first progress report of Kyrgyzstan, which describes the measures taken by Kyrgyzstan to correct the deficiencies, revealed in the course of the mutual evaluation. The first report on the mutual evaluation of Kyrgyzstan was adopted by the EAG Plenary meeting in June 2007. The Plenary meeting requested Kyrgyzstan to present a progress report by December 2007. 

2. In relation to the FATF Core Recommendations  Kyrgyzstan was given a rating of “partially compliant” for Recommendation 1 (ML offence), Recommendation 5 (customer due diligence), Recommendation 13 (suspicious transaction reporting), and the rating of “non-compliant” for Special Recommendation IV (TF offence). As a result of these ratings and in accordance with the EAG Mutual evaluation procedures (EAG/PLEN(2007)4) Kyrgyzstan has been placed on the enhanced follow-up procedure and is required to submit progress reports back to the Plenary in a timeframe that the Plenary requests. Kyrgyzstan received “partially compliant” and “non-compliant” ratings for 33 Recommendations. 

	Partially complaint (PC)
	Non-compliant (NC)

	R.1 (ML offence)

R.2 (ML offence – mental element and corporate liability)
R.5 (Customer due diligence)

R.11 (Unusual transactions)

R.13 (Suspicious transaction reporting)

R.15 (Internal controls, compliance & audit)

R.17 (Sanctions)

R.21 (Special attention for higher risk countries)

R.23 (Regulation, supervision and monitoring)

R.25 (Guidelines & Feedback)

R.27 (Law enforcement authorities)

R.29 (Supervisors)

R.33 (Legal persons – beneficial owners)

R.35 (Conventions)

R.38 (MLA on confiscation and freezing)

R.39 (Extradition)

SR.V (International co-operation)

SR.IX (Cash Couriers)
	R.3 (Confiscation and provisional measures)

R.6 (Politically exposed persons)

R.8 (New technologies & non face-to-face business)

R.12 (DNFBP – R.5, 6, 8-11)

R.16 (DNFBP– R.13-15 и 21)

R.22 (Foreign branches & subsidiaries)

R.24 (DNFBP - regulation, supervision and monitoring)

R.30 (Resources, integrity and training)

R.32 (Statistics)

SR.I (Implement UN instruments)

SR.II (Criminalise TF)

SR.III  (Freeze and confiscate terrorist assets)

SR.VI (AML/CFT requirements for money/value transfer services)

SR.VII (Wire transfer rules)

SR.VIII (Non-profit organisations)


3. The first step in the procedures is a report presented by Kyrgyzstan to the Plenary meeting on the measures, that have been taken in relation to the Recommendations rated “partially compliant” and “non-compliant”.

II. OVERVIEW OF PROGRESS OF KYRGYZSTAN SINCE JUNE 2007

4. This section highlights the most significant steps that have been taken by Kyrgyzstan since June 2007 in order to correct the deficiencies revealed in the course of the mutual evaluation. These measures are set out in detail in Annex 2.  
5. A Decree of the President of Kyrgyzstan dated September 4, 2007 (DP No. 178) created a Working group within the Security Council of Kyrgyzstan to implement the FATF Recommendations  in accordance with the results of the EAG evaluation. This Working group is tasked to submit its proposals within a 3-month timeframe to the President’s Administration. This Working group is currently working on the necessary drafts as well as proposals to carry out the necessary institutional changes to implement the Recommendations of the EAG assessment.  The work of this Group is aimed at taking measures in relation to a range of Recommendations (including R. 3, 13, 17, 21, 27, 29, 30, 38, as well as SR.VI, V and VIII). 
6. The Financial Intelligence Service (FIS) has elaborated an Action Plan on the Implementation of the FATF Recommendations in Kyrgyzstan. The FIS has also prepared a set of draft laws that are to be submitted to the Parliament. These draft laws, which include amendments into the Criminal Code, the Administrative Code, etc. have already been discussed in the relevant Parliamentary Committees and the Plenary discussion is scheduled to be held in March 2008. These draft laws are aimed at the implementation of deficiencies noted in relation to R.1, 2, 3, 17, 27, as well as SR.II и SR.III. 
7. The FIS is also currently preparing amendments to the Criminal Code to criminalize some of the missing categories of predicate offences (R.1), as well as establish de facto criminal liability for legal persons for terrorism financing (R.2). A set of amendments are also being prepared into the basic AML/CFT law in order to bring it in line with the requirements of R.5 (in relation to the identification of beneficial owners), R.6 (to cover PEPs), 12, 16 and 24 (to include the categories of DNFBPs that were not covered). 

8. The National bank of Kyrgyzstan (supervises over credit institutions and exchange bureaus) has incorporated amendments into its Rules for internal control for supervised credit institutions (banks and non-bank credit institutions) in order to bring them in line with some of the FATF Recommendations (R.5, 10, 11, 13, 15). In relation to exchange operations the necessary amendments were introduced into the Regulation on exchange operations with foreign currency, which relates to R.5, 10 и 15. 
9. The Financial Supervisory Committee (FSC) – is the state body, which is responsible for supervising non-credit financial institutions (including professional participants of the securities market, insurance companies, as well as casinos) has issued a set of secondary legislative acts, which among other measures set out detailed requirements on (R.5), record keeping (R.10), suspicious transaction reporting (R.13), as well as the organization of internal control (R.15). These measures are aimed at correcting the deficiencies noted in relation to a whole set of Recommendations, which were revealed by the assessment in relation to non-credit financial institutions.  

10. Kyrgyzstan has also taken other measures to implement the FATА Recommendations. In particular this relates to programs being implemented by international organizations to train the competent authorities of Kyrgyzstan in ML/TF matters (Р. 26, 27, 30). Other measures are also taken to increase the level of interagency cooperation, in particular a new agreement has been signed between the FIS and the NBKR. 
11. The FIS has also made some amendments into its Decrees, which regulate the form of reporting, including mandatory control and suspicious transactions (see new statisctics in Annex 1). 
12. At the same time there are a number of concerns caused by the adoption of the law in Kyrgyzstan “On the amnesty due to the legalization on funds, movable and immovable property” (August 6, 2007 No.134). This law entered into force on August 14, 2007. The period for submitting request-forms on the legalization of funds, movable and immovable property totaled 90 days. Thus this period expired on November 12, 2007. The period of the legalization а funds is 90 days from the moment the request-form is submitted and the declarant receives a confirmation document (the period for considering all declarations expires on February 11, 2008). 
13. At the same time the FIS has prepared a draft law to remove the inconsistencies between the AML/CFT law and the amnesty law. In addition the FIS has reached an agreement with the financial institutions, that they will send all information on requests for legalization to the FIS. It should be noted that this law has temporary effect (90 days). This period has expired on November 12, 2007. Because this law is temporary in effect (although there is an effort in Kyrgyzstan to prolong the period) the AML/CFT regime will soon be fully restored. In addition the FIS noted that the number of amnesty requests have been few (the exact number has not been given).

III. CONCLUSION

14. Kyrgyzstan has taken a series of measures, which demonstrate the progress to correct the deficiencies, revealed by the mutual evaluation. At the same time the most concrete measures have been taken in relation to non-credit financial institutions. Other institutional and legislative measures are either being drafted or are awaiting consideration by parliament. There is also progress in improving financial monitoring practices and practical cooperation on ML/FT materials. 
15. At the moment there are measures being taken or planned in relation to practically all the necessary Recommendations, however these measures do not cover all of the criteria for these Recommendations, where shortcomings have been identified by the assessment. Due to these circumstances it is proposed to consider the issue of continuing the monitoring of Kyrgyzstan and request Kyrgyzstan to present a progress report at the next EAG Plenary meeting.   
EAG Secretariat

November 28, 2007

ANNEX 1: updated statistics

Period: November 8, 2006 – September 3, 2007

	
	ML


	FT

(06.10.06 – 04.10.07)

	Number of reports on transactions above designated threshold
	326 304

	Number of reports from financial institutions
	326 012
	4

	Number of STRs (criterion: “unusual or complex nature of the transaction”) 
	3189

	Requests from law enforcement
	4
	12

	Information forwarded to law enforcement
	1
	6

	Financial investigations initiated by FIS
	9
	12

	Requests from FIS to financial institutions 

for additional information
	14
	7

	Responses to FIS requests from financial institutions
	14
	7

	Requests from foreign FIUs
	11
	-

	Responses to requests from foreign FIUs
	8
	-

	ML/TF link revealed as a result of additional information provided by FIs 
	2
	5

	ML/TF link revealed through other means (FIS financial investigation, information from law enforcement) 
	14
	-


ANNEX 2: 

Kyrgyzstan – actions taken in relation to Recommendations rated PC or NC 

	Rating
	Recommendations rated PC or NC
Factors underlying rating
	Measures taken to improve the deficiencies


	Has the recommendation of the assessment been met – 

Yes – No
(state relevant provision or other measures -  No. and date)

	Legal systems
	

	PC
	1. ML OFFENCE

	
	

	
	Criminalization of money laundering does not fully correspond to the Vienna and Palermo Conventions;

	In order to criminalize money laundering in accordance with the Vienna and Palermo conventions a draft law has been submitted by the Government to the Parliament (Government Decree No. 5 dated January 10, 2007) “On the amendments to Article 183 of the Criminal Code” drafted by the Financial Intelligence Service (the amendments have already been discussed in the relevant Parliamentary Committees and the Plenary discussion was scheduled to be held in October 2007, now – March 2008) 


	

	
	The list of predicate offences does not include 3 of the 20 categories of predicate crimes established under the FATF 40 Recommendations;


	Draft law prepared by the FIS to criminalize the absent categories of predicate offences. 

A proposal has been sent to the Government program to combat human trafficking in the Kyrgyz Republic for 2007-2010 to include the offence of “sexual exploitation of children”. 
	

	
	Effectiveness: Available statistics raise doubts as to the effective application in Kyrgyzstan of provisions regarding the crime of money laundering.

	
	

	PC
	 ML offence – mental element and corporate liability 


	
	

	
	The laws of Kyrgyzstan do not contain special norms providing for the liability of legal persons for money laundering.
	In order to insure that legal persons are liable for the breach of AML/CFT legislation a draft law has been submitted by the Government to the Parliament (Government Decree No. 5 dated January 10, 2007) “On the amendments to Article 183 of the Administrative Code” drafted by the Financial Intelligence Service (the amendments have already been discussed in the relevant Parliamentary Committees and the Plenary discussion was scheduled to be held in October 2007, now – March 2008) 

A draft law is also being prepared to bring the Criminal Code in line with p.2 Article 26 of the Counterterrorism law (de facto criminal liability for FT). 


	

	NC
	3. Confiscation and provisional measures

	
	

	
	The Criminal Code of Kyrgyzstan does not provide for the confiscation of assets related to financing of terrorism and a range of predicate offences (sexual exploitation of children, insider trading and market manipulation);


	In order to Criminalize FT a draft law has been submitted by the Government to the Parliament (Government Decree No. 5 dated January 10, 2007) “On the amendments to Article 183 of the Criminal Code” drafted by the Financial Intelligence Service. This draft includes the measure of confiscation (the amendments have already been discussed in the relevant Parliamentary Committees and the Plenary discussion was scheduled to be held in October 2007, now – March 2008) 


	

	
	The laws of Kyrgyzstan do not provide for the possibility of confiscation of the property gained directly or indirectly with the use of proceeds of crime; including the incomes, profit or any other benefits from proceeds of crime;
	Article 177 of the Criminal Code contains a sanction for the acquisition and sale of criminally gained income.

	

	
	The laws of Kyrgyzstan lack provisions on possible confiscation of property possessed or owned by a third party;


	Security Council Working Group (Presidential Decree No. 178 dated 04.09.07)


	

	
	The legislation lacks clear provisions that secure the rights of bona fide third parties;


	Security Council Working Group (Presidential Decree No. 178 dated 04.09.07)


	

	
	Laws or measures do not allow the initial application to freeze or seize property subject to confiscation to be made ex-parte or without prior notice; 

	For the purpose of implementation of the AML/CFT Law and the Counterterrorism law the FIS issued Order No. 54/P “On the mechanism of freezing transactions and operations with funds and other property”


	

	
	There is no authority to take steps to prevent or void actions, whether contractual or otherwise, where the persons involved knew or should have known that as a result of those actions the authorities would be prejudiced in their ability to recover property subject to confiscation;

	Security Council Working Group (Presidential Decree No. 178 dated 04.09.07)


	

	
	The law enforcement and other competent bodies including the Financial Intelligence Service (FIS) of Kyrgyzstan, are not adequately empowered to identify and find the property subject to confiscation or when there are suspicions that it constitutes the proceeds from a crime;


	Security Council Working Group (Presidential Decree No. 178 dated 04.09.07)
	

	
	The assessment team was not presented with sufficient data to prove that existing measures for freezing, seizing and confiscation are effective. 


	
	

	Preventive measures
	

	PC
	5. Customer due diligence
Verification requirements exist only for the banking sector;


	The verification provisions by the professional participants of the securities market and other non-banking financial institutions are contained in the following regulations: 

   - On internal control mandatory for implementation by the professional participants of the securities market August 17, 2007 No. 1-a
  - On internal control mandatory for implementation by the non-banking financial institutions, August 17, 2007 No. 1-a

	

	
	No beneficial owner identification requirements. The existing obligations for the banking sector do not meet all of the requirements of Recommendation 5;


	The FIS is preparing draft amendments into the basic AML/CFT Law to address these deficiencies
	

	
	The requirement to obtain information on the purpose and intended nature of the relationship exists only for the banking sector;  


	FSC Regulation dated September 7, 2007 No. 10-a introduced amendments to include the necessary CDD procedures, including the requirement to obtain information on the purpose and intended nature of the relationship, on-going CDD, EDD and SDD into the following regulations of the FSC:
 - Regulation on clearing activity in the securities market;

 - Regulation on the professional activity of investment consultants on the securities market;

 - Regulation on the management of securities; 
 - Regulation on the professional activity of brokers and dealers on the securities market;

 - Regulation on the disclosure of information on the securities market

 - Regulation on depository activity in the securities market;

 - Regulation on the registry of owners of stock;

 - Rules for transactions with securities on the securities market;
In addition the FSC has sent letters to supervised entities to establish rules of internal control based on the above regulations and the AML/CFT Law. 


	

	
	The requirement for on-going CDD exists only for the banking sector;


	See above.
	

	
	No requirement concerning the application of enhanced CDD regarding high-risk customers;


	See above.
	

	
	No requirement to complete data verification prior to or in the course of establishing the business relationship (except for the banking sector);


	See above.
	

	
	Relationships with clients that unsatisfactorily passed the CDD procedure are forbidden only for the banking sector. Only banks are required to consider sending an STR regarding such clients;


	See above.
	

	
	The requirement to conduct CDD on existing customers exists only for the banking sector;


	
	

	
	The effectiveness of some existing measures may not always be assessed, as they have been introduced recently. 


	
	

	NC
	6. Politically exposed persons
No legislative or other measures have been introduced as required by Recommendation 6.


	The FIS is preparing draft amendments into the basic AML/CFT Law to address the issue of PEPs
	

	NC
	8. New technologies & non face-to-face business
No legislative or other measures have been introduced as required by Recommendation 8.
	The issue of establishing special programs to address risks of new technologies & non face-to-face business is being addressed thourgh the joint working group on information exchange between the National Bank and the FIS 

	

	PC
	11. Unusual transactions
Efficiency of the measures cannot yet be assessed, as they have been recently introduced;


	For the period since November 8, 2006 to September 20, 2007 the number of STRs with the criterion: “unusual or complex nature of the transaction” has totaled 3189.

After financial monitoring procedures were carried out the FIS has sent information on 4 persons and their counteragents at its own initiative to Rosfinmonitoring (outgoing letter  No. 195 dated August 16, 2007).

In addition as a result of a financial investigation the materials for one company (Kyrgyz resident) were transferred to the financial Police.  
	

	
	Existing measures are not applied to the currency exchange and non-bank MVT sectors.
	On July 19, 2007 the FIS has issued a new version of the reporting form. In accordance with the AML/CFT Law. This form contains a list of suspicious operations and operations subject to mandatory reporting and is mandatory for all reporting entities. This list contains the unusual criteria codes:1004, 1005, 1007,1008.


	

	NC
	12. DNFBP – R.5, 6, 8-11
AML/CFT measures do not cover lawyers, notaries and TCSPs, there are difficulties in applying the measures to dealers in precious metals and stones; 


	The FIS is preparing draft amendments into the basic AML/CFT Law to cover lawyers, notaries, TCSPs as well as dealers in precious metals and stones. 

	

	
	R.5: there is no requirement for verification, identification of the beneficial owner, no obligation to obtain information from the customer on the intended nature of the relationship, no obligation to conduct on-going due diligence and CDD with regard to existing clients, no obligation to apply enhanced due diligence measures to high-risk clients and to take measures in case of failure to satisfactorily complete CDD;
	See measures for R.5. 

New requirements of the FSC (see R.15) are also applicable to casinos.
	

	
	No legislative or other measures exist to comply with the requirements of R.6 and 8;
	See measures for R.6 and 8
	

	
	
	
	

	
	There is no requirement for financial institutions to examine unusually large and complex transactions, which do not have a clear economic purpose. There is no requirement to document data, obtained as a result of such examination and to maintain it for 5 years;
	See measures for R.11

New requirements of the FSC (see R.15) are also applicable to casinos.
	

	
	As AML/CFT measures have been introduced only recently, it is impossible to assess their effectiveness.  
	
	

	PC
	13. Suspicious transaction reporting
As legislative measures are recent, the efficiency of the AML STR regime cannot be assessed;
	Security Council Working Group (Presidential Decree No. 178 dated 04.09.07) – work is being carried out with the supervisory bodies in relation to the quality of STRs. The supervisors in turn have taken measures to establish scrutinized control of these issues. 

	

	
	There is no clear responsibility to report STRs on attempted transactions (except for TF-related transactions);
	The FIS is preparing draft amendments into the basic AML/CFT Law to cover attempted transaction reporting

	

	
	Financial institutions pay too little attention to the STR obligation as opposed to the reporting of large value transactions (except for TF-related transactions).
	
	

	PC
	15. Internal controls, compliance & audit 

There are no detailed internal control requirements for financial institutions relating to CDD, record keeping, revealing STRs (necessary requirements exist only for the banking sector);
	The provisions are contained in the Regulations adopted by the FSC in relation to non-banking financial institutions. 
These acts provide for the following: 

- internal control policies;

- CDD procedures;

- reporting procedures to the authorized body;

- record keeping for the information obtained as a result of internal control, confidentiality procedures and AML/CFT training of employees.

In addition the National Bank has adopted amendments into the legislation governing the activities of exchange bureaus. They now include the following requirements: 

- the sale of foreign currency with client identification (on the basis of an indentification document with a photo).

- to appoint an AML/CFT compliance officer; 

- to record in documented form all information on transactions into a register of operations; 

- to maintain this register for no less than 5 years; 

- to present this register to the AML/CFT authorized body twice a month on the 1st and 16th of every month as an electronic document for further financial monitoring. 


	FSC Regulation dated September 7, 2007 No. 10-a NBKR Regulation  НБКР No. 30/8.



	
	No requirement to appoint a compliance officer and provide him with timely access to the necessary information of the financial institution (necessary requirements exist only for the banking sector);
	This is envisaged by the documents of the FSC and the NBKR. These documents set the minimal responsibilities of the responsible official, including his right to access documents. 
	FSC Regulation dated September 7, 2007 No. 10-a NBKR Regulation  НБКР No. 30/8.

	
	Financial institutions (except for the banking sector) are not required to maintain an independent audit function of AML/CFT mechanisms;
	
	

	
	No requirements for financial institutions (except for banks) to carry out AML/CFT training for employees;
	This is envisaged by the documents of the FSC and the NBKR. These documents set the minimal responsibilities of the responsible official, including his right to access documents.
	FSC Regulation dated September 7, 2007 No. 10-a NBKR Regulation  НБКР No. 30/8.

	
	No requirements for financial institutions (except for some positions in banks, insurance and securities companies) to put in place screening procedures when hiring employees.
	The qualification requirements are set by the FSC Regulation for internal control for the non-banking financial institutions – FSC Regulation August 17, 2007 № 1-а.


	

	NC
	16. DNFBP – R.13-15 & 21
Existing measures do not cover lawyers, notaries TCSPs, there are difficulties in applying the measures to dealers in precious metals and stones;
	FIS draft law (see R.12)

 
	

	
	R.13: there is no requirement to report attempted suspicious transactions (only ML-related);
	
	

	
	There are no specific internal control requirements in accordance with R.15;
	New requirements of the FSC (see R.15) are also applicable to casinos.
	

	
	R.21: the list of countries that do not comply with FATF requirements has not been disseminated to DNFBPs; there is no requirement for DNFBPs to independently study unusual transactions with such countries.
	Security Council Working Group (Presidential Decree No. 178 dated 04.09.07)

	

	PC
	17. Sanctions
The mechanism to apply the necessary range of sanctions to all financial institutions (now available only with regard to the banking sector) is not clear;


	See R.2 – amendments to the Administrative code
	

	
	Insufficient practice for applying sanctions for AML/CFT violations in Kyrgyzstan does not allow to assess the effectiveness of existing measures.
	
	

	PC
	21. Special attention for higher risk countries
Efficiency of the measures cannot yet be assessed, as they have been recently introduced;
	Security Council Working Group (Presidential Decree No. 178 dated 04.09.07)

	

	
	Two of three lists of states and territories that do not comply with the FATF Recommendations have not yet been issued to financial institutions;
	Security Council Working Group (Presidential Decree No. 178 dated 04.09.07)
	

	
	Financial institutions are not required to keep the records of their findings on transactions and make them available to competent authorities, if needed.


	
	

	PC
	22. Foreign branches & subsidiaries
No legislative measures have been introduced to meet the requirements of Recommendation 22.
	The NBKR notes that due to the absence of foreign branches it is not necessary at this time to implement the provisions of Recommendation 22.  
	

	PC
	23. Regulation, supervision and monitoring
A comprehensive AML/CFT supervision, monitoring and sanction system is available for the banking sector only;
	See R.15 – Regulations by the FSC and the National Bank. Supervisors are checking financial institutions for compliance with these Regulations. 


	

	
	Insurance and securities sectors are not required to apply the Core Principles for AML/CFT purposes (currently applied only in the banking sector);
	
	

	
	AML/CFT monitoring of currency exchange operations is not yet conducted at the necessary level;
	
	

	
	No system of monitoring non-bank MVT service operators; 
	
	

	
	Non-bank MVT service operators are not subject to licensing or registration;


	
	

	
	Efficiency of supervision, monitoring and sanctions cannot be assessed due to the absence of sufficient results. 
	
	

	NC
	24. DNFBP - regulation, supervision and monitoring
No effective AML/CFT supervision and sanctions system has been set up for casinos, which increases the risk of ML/FT in this sector due to resistance by casinos to the implementation of AML/CFT requirements;
	Sanctions may be applied on the basis of non-compliance with the acts of FSC in this sphere. (see R.16)

There is currently no resistance from casinos in relation to compliance with AML/CFT legislation. The supervisors are checking compliance with AML/CFT legislation and regulations. 


	

	
	Criminal reputation does not prevent persons from managing a casino/owning a controlling interest in a casino;


	
	

	
	R.24 does not apply to lawyers, notaries and TCSPs;


	See R.12 – FIS draft law
	

	
	There is no effective AML/CFT monitoring for dealers in precious metals and stones;
	
	

	
	There is no designated authority or SRO to supervise over real estate agents. The FIS of Kyrgyzstan does not possess the necessary powers and mechanisms to monitor real estate agents.
	In order to license and supervise  real estate activity the Government has sent a draft law to parliament (Gov. Decree No. 182 27.03.06) to introduce amendments into the law “On licensing” (currently being considered by Parliament)


	

	PC
	25. Guidelines & Feedback
Insufficient experience of competent authorities does not yet allow them to provide feedback to financial institutions through specific sanitized cases or statistics;
	Financial institutions are given feedback through monthly meetings with the FIS.

In addition the FIS has prepared a set of methodological recommendations on primary financial monitoring by financial institutions.


	

	
	Reference brochure and other lists with ML/TF indicators issued to private sector are mostly bank-oriented;


	The FIS together with the National Bank is preparing a draft law to bring in line the law “On banks and banking activity” and the law “On banking secrecy”

	

	
	Contradictions between various legislative provisions and guidelines create difficulties for financial institutions;
	The reporting form contains criteria for the professional participants of the securities market. 
	

	
	No sector-specific guidance issued for DNFBPs.
	
	

	Institutional and other measures
	

	PC
	27. Law enforcement authorities
Effectiveness: No ML investigations have been carried out because law enforcement authorities focus instead on investigating the predicate offence;
	The FIS has held 5 seminars with the participation of international experts (Russia, Ukraine, Switzerland and Estonia) and law enforcement authorities of the Kyrgyz Republic on AML/CFT issues. 
Security Council Working Group (Presidential Decree No. 178 dated 04.09.07) introduced the proposal to include into the set of effectiveness indicators – the rate of revealing ML/TF crimes. 
	

	
	The authority designated to investigate terrorist financing cannot work efficiently because terrorist financing has not yet been criminalized. 
	In order to Criminalize FT a draft law has been submitted by the Government to the Parliament (Government Decree No. 5 dated January 10, 2007) “On the amendments to Article 183 of the Criminal Code” drafted by the Financial Intelligence Service. This draft includes the measure of confiscation (the amendments have already been discussed in the relevant Parliamentary Committees and the Plenary discussion was scheduled to be held in October 2007, now – March 2008)  

  
	

	PC
	29. Supervisors
Requirements of Recommendation 29 are met by the banking sector only.
	
	

	NC
	30. Resources, integrity and training
The FIU is not provided with sufficient funds and technical resources to finance an adequate analytical component;
	In order to increase the technical capabilities the international organizations are providing assistance. There are plans to obtain the necessary equipment and software through the EAG and IMF. The ADB is giving assistance to the Customs authorities, UNODC and US embassy – to the Drug control agency.  
	

	
	FIU staff require training on financial investigations;
	
	

	
	Law enforcement and prosecutorial agencies are not provided with adequate AML/CFT-related training;
	The FIS has held 6 seminars for law enforcement authorities of the southern regions of the Kyrgyz Republic on AML/CFT issues in August-September. 
The FIS also held a seminar in July for the State Security Committee – Counterterrorism department and in August – for the SSC Bakent Department. 

On September 25-26 the FIS held a 2-day seminar for the northern regions of Kyrgyzstan. 
	

	
	Supervisory agencies are not yet adequately staffed and structured for AML/CFT supervision purposes;
	The Security Council Working Group (Presidential Decree No. 178 dated 04.09.07) is currently considering the enlargement of staff for supervisory agencies
	

	
	Supervisory agencies have not yet received training on AML/CFT supervisory methods.
	
	

	NC
	32. Statistics
Kyrgyzstan has not yet begun reviewing its AML/CFT system on a regular basis;
	The first information brochure of the FIS is currently being drafted, which would cover the whole range of issues. 

	

	
	The statistics regarding cross-border transportation of currency and bearer negotiable instruments are not yet accurately kept due to liberal currency transportation regime;
	
	

	
	No statistics available regarding the amount of property frozen, seized and confiscated relating to ML/FT/predicate offences;
	Statistics are kept by the Court Department of the MOJ. Due to a lack of cases there are no statistics. 
	

	
	No statistics available regarding the amounts of property frozen under U.N. Resolutions;
	Due to a lack of cases there are no statistics.
	

	
	No statistics kept on MLA or extradition requests related to ML/FT;
	Due to a lack of cases there are no statistics.
	

	
	No ML/FT statistics kept by supervisors (except for NBKR).
	
	

	PC
	33. Legal persons – beneficial owners
The legislation of Kyrgyzstan, as well as the existing procedure for registering legal persons does not provide for measures to verify the information on the beneficial ownership of legal persons;
	 The Security Council Working Group (Presidential Decree No. 178 dated 04.09.07) is currently considering the possible verification procedures for beneficial ownership information of legal persons

	

	
	No measures are taken to prevent the use of bearer shares for ML/FT.
	
	

	International Co-operation

	

	PC
	35. Conventions
Vienna and Palermo Conventions are not fully complied with in terms of criminalization of money laundering;
	Draft law sent to parliament (see R.1 and SR.II) 

	

	
	Not all elements of the International Convention on the Suppression of the Financing of Terrorism (1999) are covered.
	Draft law sent to parliament (see R.1 and SR.II)
	

	PC
	38. MLA on confiscation and freezing
No provisions, which provide for the execution of a MLA request, connected to the revealing, freezing, arrest and confiscation of a property equivalent;


	The provisions in the AML/CFT Law – Article 7 and 51 adress this issue. The mechanism of their implementation is currently being developed. 


	

	
	The issue of creating an assets forfeiture fund has not been considered;

Kyrgyzstan has not considered the issue of creating a mechanism providing for the division of confiscated property between the participating governments, when confiscation was directly or indirectly carried out due to law enforcement cooperation;


	The Security Council Working Group (Presidential Decree No. 178 dated 04.09.07) is planning to consider the creation of a confiscation fund as well as the sharing of confiscated property with foreign law enforcement counterparts,

	

	
	Terrorism financing, sexual exploitation of children and insider trading and market manipulation, as well as some of the elements of ML offence according to the Vienna and Palermo conventions are not criminalized, which makes it impossible to satisfy MLA requests concerning confiscation.


	See R.1
	

	PC
	39. Extradition
Terrorism financing, sexual exploitation of children and insider trading and market manipulation, as well as some of the elements of the ML offence according to the Vienna and Palermo conventions are not criminalized, which makes it impossible to satisfy extradition requests.


	See R.1

	

	
	No clear procedures providing for the timely handling of requests for extradition.
	
	

	
	Absence of terrorism financing offence in the Criminal Code hinders extradition for TF crimes. 
	
	

	
	No clear procedures providing for the timely handling of TF-related requests for extradition. 

	
	

	Nine Special Recommendations 



	NC
	SR.I Implement UN instruments 

The UN International Convention on the Suppression of the Financing of Terrorism of 1999 is not fully complied with;

	 See R.1
	

	
	UN Security Council Resolutions are not fully complied with.
	The Security Council Working Group (Presidential Decree No. 178 dated 04.09.07) will consider the issue of implementation of UN Resolutions
	

	NC
	SR.II Criminalise TF 

Terrorism financing is not criminalized, consequently other requirements of SR.II are not met;


	In order to Criminalize FT a draft law has been submitted by the Government to the Parliament (Government Decree No. 5 dated January 10, 2007) “On the amendments to Article 183 of the Criminal Code” drafted by the Financial Intelligence Service. This draft includes the measure of confiscation (the amendments have already been discussed in the relevant Parliamentary Committees and the Plenary discussion was scheduled to be held in October 2007, now – March 2008)  

	

	
	No liability for legal persons for TF.
	A draft law is also being prepared to bring the Criminal Code in line with p.2 Article 26 of the Counterterrorism law (de facto criminal liability for FT).


	

	NC
	SR.III Freeze and confiscate terrorist assets 
There is no mechanism to unfreeze the funds of persons, who have been inadvertently affected by a freezing order; 
	In accordance with Article 3 of the AML/CFT Law and Article 25 of the Counterterrorism law this mechanism exists. In accordance with these provisions a draft regulation on the freezing mechanism is being developed (with participation from the National bank). The FIS has issued an Order on the temporary freezing of transactions and operations (August 1, 2007  №54/P)


	FIS Order dated August 1, 2007  №54/P

	
	There is no uniform mechanism for compiling, disseminating and using the list of persons suspected of terrorist activities (terrorism financing);
	The Government decision dated 04.06.07 – created an interagency working group on the compilation of a terrorist list. This Working Group has drafted a Regulation “On the compilation, dissemination and use of the of the list of persons involved in terrorist activities (terrorism financing)”. 

Before such a list is compiled the FIS and SCC have put together a temporary list.


	

	
	No specific guidance (instructions, recommendations, etc.) exist for financial institutions and other persons or organizations regarding their duties in implementing the mechanisms of freezing terrorist assets or other property;
	
	

	
	No liability (sanctions) is available for violating the AML/CFT legislation, including the mechanisms of freezing terrorist assets;
	Draft law on Administrative liability has been sent to parliament (see R.2)
	

	
	The evaluation team did not receive sufficient data demonstrating the effectiveness of measures relating to freezing, seizure and confiscation. 
	
	

	PC
	SR.V International co-operation 

Lack of TF offence hampers MLA and extradition requests from being answered;
	See SR.I


	

	
	No specific procedures ensuring timely consideration of MLA requests;
	
	

	
	MLA requests may be refused on the basis of secrecy laws, requiring financial institutions and DNFBPs to maintain confidentiality of information;


	
	

	
	No provisions, which provide for the execution of a MLA request, connected to the revealing, freezing, arrest and confiscation of a property equivalent;


	
	

	
	No clear procedures providing for the timely handling of TF-related requests for extradition.


	
	

	
	The existing mechanisms of international cooperation are not actively used.
	A mechanism for the implementation of these requirements is being elaborated
	

	NC
	SR.VI AML requirements for money/value transfer services 

No legislative or other measures have been taken in accordance with Special Recommendation VI in relation to MVT service operators acting outside the formal financial system;
	There have been no facts revealed of the use of informal MVTs. 


	

	
	The deficiencies noted in relation to the AML/CFT measures in the banking sector are also applicable in the context of money remittance carried out by banks.
	
	

	NC
	SR.VII Wire transfer rules 

There is no legally binding obligation to accompany the cross-border or domestic wire transfer with originator information. Other basic requirements of SR.VII are not met, with the exception of customer identification;

	
	

	
	There are no risk-based procedures for handling incoming wire transfers that are not accompanied by full originator information.

	
	

	NC
	SR.VIII Non-profit organisations 

No reviews of legislation relating to NPOs have been carried out;
	The Security Council Working Group (Presidential Decree No. 178 dated 04.09.07) will consider the issue of misuse of NPOs for TF purposes. 
The FIS is currently studying the information in relation to NPOs received from financial institutions. 
	

	
	No reviews of NPO sector have been carried out to identify risks of terrorism financing abuse;
	
	

	
	There are no outreach programs to the NPO sector;
	
	

	
	
	
	

	
	There is no system of supervision, monitoring and sanctions with regard to a significant portion of the sector;
	
	

	
	There are no mechanisms to very the information on the beneficial ownership of NPOs;


	
	

	
	There are no special mechanisms for information exchange at national and international levels on NPOs suspected of terrorism financing.
	
	

	PC
	SR.IX Cash Couriers

The current system does not fully meet the requirements of this Special Recommendation because the customs bodies have limited powers with respect to the movement of cash; 


	Work is being carried out by the Customs authority to increase the level of control over cash flows as well as bearer negotiable instruments. 


	

	
	The movement of bearer negotiable instruments is not regulated in any way;


	
	

	
	Effectiveness: Customs authorities require training. 
	
	








