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This is the first 3r4 Round written progress report submitted to MONEYVAL by the
country. This document includes a written analysis by the MONEYVAL Secretariat of
the information provided by Serbia on the Core Recommendations (R.1, R.5, R.10, R.
13, SR.II and SR.IV), in accordance with the decision taken at MONEYVAL’s 32nd
plenary in respect of progress reports.




Serbia

First 3r1 Round Written Progress Report
Submitted to MONEYVAL

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

1.1 Introduction

1. The purpose of this paper is to introduce Serbiess progress report back to the Plenary concernin
the progress that it has made to remedy the defi@e identified in the third round mutual evalaati
report (MER) on selected Recommendations.

2. Serbia was visited under the third evaluation rofiach 9 to 16 May 2009 and the mutual evaluation
report (MER) was examined and adopted by MONEYVALits 3T Plenary (7-11 December 2009).
According to the procedures, Serbia submittedrits year progress report to the December 2010aPyen
in accordance with Rule 42 of the Rules of Procedur

3. This paper is based on the Rules of Procedureviseckin March 2010 which require a Secretariat
written analysis of progress against the core Racendations The full progress report is subject to peer
review by the Plenary, assisted by the Rapporteaun@y and the Secretariat (Rules 38-40). The
procedure requires the Plenary to be satisfied thighinformation provided and the progress undertak
in order to proceed with the adoption of the pregreeport, as submitted by the country, and the
Secretariat written analysis, both documents bsgifggect to subsequent publication.

4. Serbia has provided the Secretariat and Plenahyanfitill report on its progress, including suppagti
material, according to the established progressrtdpmplate. The Secretariat has drafted the ptese
report to describe and analyse the progress madadh of the core Recommendations.

5. Serbia received the following ratings on the coeed&nmendations:

R.1 — Money laundering offence (LC)

SR.II - Criminalisation of terrorist financing (PC)

R.5 - Customer due diligence (PC)

R.10 — Record keeping (LC)

R.13 - Suspicious transaction reporting (LC)

SR.IV - Suspicious transaction reporting relatetetoorism (LC)

6. This paper provides a review and analysis of thasmess taken by Serbia to address the deficiencies
in relation to the core Recommendations (Sectiptotjether with a summary of the main conclusiohs o
this review (Section Ill). This paper should bed-@aconjunction with the progress report and addél
information in the annexes which were submitte®bybia.

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



7. It is important to be noted that the present aimalfgcuses only on the core Recommendations and
thus only a part of the Anti-Money Laundering/Cotithg the Financing of Terrorism (AML/CFT)
system is assessed. Furthermore, when assessigrggsonade, effectiveness was taken into account to
the extent possible in a paper based desk reviewheobasis of the information and statistics plesliby
Serbia, and as such the assessment made doesfishdall effectiveness.

1.2 Detailed review of measures taken by Serbia in relation to the Core
Recommendations
1. Main changes since the adoption of the MER
8. Since the adoption of the mutual evaluation refporDecember 2009, Serbia has taken the

following measures with a view to addressing thdictncies identified in respect of the core
Recommendations:

» It adopted an Action Plan for the Implementationtlvé national AML/CFT Strategy for the
period 2009-2013 (dated 16 October 2009)

» It adopted legislation amending its Criminal Codéicki addresses some of the technical
deficiencies related to money laundering and thenfting of terrorism;

« It adopted amendments to the AML/CFT Law (datedN8@ember 2016)

» It adopted a Rulebook concerning the methodologytife implementation of tasks pursuant to
the AML/CFT Law (in force on 1 March 2010) and seteadditional guidelines by supervisory
authorities to assist financial institutions andoaming entities to implement AML/CFT
requirements;

» It complemented the already issued lists of indisafor suspicious transactions with new ones
covering indicators for financing of terrorism, aatieys, accountants, money transfer services,
organizers of games of chance operated in thenigitetelephone or in any other manner using
telecommunications networks, tax advisors, auditogipanies and certified auditors (dated 3
November 2010).

» It conducted numerous trainings for the judicidayy enforcement, regulatory and supervisory
authorities, the FIU, reporting entities

9. Serbia has also taken additional measures to addeficiencies identified in respect of the key and
other Recommendations, as reflected in the progegest, however these fall outside of the scopthef
present report and thus are not analysed therein.

2. Review of measures taken in relation to the CerRecommendations

Recommendation 1 - Money Laundering offence (ratetdC in the MER)

10. Deficiency 1 identified in the MERLack of clarity as to the scope of propertjticle 112 of the
Criminal Code which defines “property” was amende&eptember 2009 (Law amending the Criminal
Code, Official Gazette no. 72/09). The amended iprow, in paragraph 36, now defines property as
“assets of every kind, tangible or intangible, mueaor immovable, or the estimates and invaluable
documents in any form evidencing title to or ingrim such assets. Property is considered income or
other benefit that originates, directly or inditgctfrom a criminal offence, as well in which it is
concerted or with which it is merged”. This shorting has been addressed.

2 The Act was published on the Official Gazette (28010 and shall enter into force 8 days afsepiiblication.



11. Deficiency 2 identified in the MERThe list of predicate offences does not coveruf af 20
designated categories of offences (insider tradingrket manipulation)Serbia indicated that an Act on
capital markets and financial instruments has dirdemeen elaborated which will be presented shaotly
the Government for consideration, following whitlwbuld be put forward to the Parliament. This traf
law is reported to include provisions which willimainalise market manipulation and insider trading.
Pending the adoption of this legislation, thesertslomings cannot be considered as having been
addressed.

12. Deficiency 3 identified in the MERLow number of convictions and indictments for dtimpared to
the number of ML criminal investigations and inigetions for serious offences that generate proseed
indicates an issue of effectivene§g)e statistics provided by Serbia show an incréasige total number
of final convictions (4 final convictions involving persons in 2009, 2 final convictions previouisly
2008). After a small decrease in 2009, the numbeyearly initiated criminal money laundering
investigations has risen in 2010, though it appteassthe number of cases in which charges wenaghito
has clearly decreased, though cases seem to be eoamplex and involving more persons. The
authorities indicated that the most common predicdfences in such cases are abuse of office, fraud
illegal online gaming. It is still to be noted that convictions appear to have been obtained atioel to
other proceeds generating predicate offences, iticpiar those related to organised crime, drug
trafficking, human trafficking, etc.

13. Furthermore, action has been taken in 2009 and g®Haldress the issue of lack of expertise and
training knowledge of the judiciary and other comepé authorities when dealing with economic crimes,
through trainings organised in Serbia and abroaé. Judicial Training Academy organised 21 seminars
for 522 judges and prosecutors of district and wipality courts in the period frontbf June 2009 to 1
November 2010, focusing on measures to combat mdaeydering and corruption and relevant
international standards. 7 seminars were also @gdnfor 134 participants (district court judges,
prosecutors, representatives of the Directorat€fambating Organised Crime and the Administratimm f
the Prevention of Money Laundering) on money lavimgeand terrorism. 6 seminars were organised for
184 participants (investigative judges, prosecusord police) on Challenges and success casesdrétate
ML and corruption in Serbia and abroad. Finallynsers onGathering and analyzing evidence in
corruption casesvere organised for representatives of relevame stathorities in order to promote team
work and professional expertise in the proces®operation with the prosecutor’s office.

14. In conclusion, the changes introduced to the Cini@ode definition of “property” address the
deficiency identified in the MER and strengthen khie offence. Further action is required to ensinat t
the draft legislation on capital markets and firiah instruments is adopted within a reasonable
timeframe so that the predicate offences to ML cingider trading and market manipulation. As relgar
the effectiveness in investigating and prosecutily, Serbia will need to pursue its efforts to
demonstrate effectiveness. The efforts to undertediging in order to strengthen the knowledge and
expertise of the law enforcement and judiciary wedcome. The quality of such trainings and their
impact on the beneficiaries and the practice cabhe@tssessed in the context of this review. Sadhirig
efforts will need to be pursued through a comprsivenapproach to the initial and on-going training
this area for investigators, prosecutors and judges

Special Recommendation |l - Criminalisation of terorist financing (rated PC in the MER)

15. Deficiency 1 identified in the MERArticle 393 does not criminalize the financing aofterrorist
organisation or of an individual terrorist)The criminalization of terrorist financing was rateC as a
result of ambiguities and technical deficienciegtmscope of the offence that adversely impactetia
criminalization framework. In particular the finang of a terrorist organisation or of an individual



terrorist was not covered. Serbia amended artiéfed the Criminal Code (Law amending the Criminal
Code, Official Gazette no. 72/09) as follows:

“(1) Whoever directly or indirectly provides or d¢etts funds intended for financing commission of
criminal offences specified in Articles 312, 391 &92 hereof, shall be punished by imprisonment
of one to ten years.”

After paragraph 1, new paragraph 2 shall be added ashall read as follows:

(2) Whoever encourages and assists in providingotiecting funds for carrying out criminal acts
specified in articles 312, 391 and 392 this Codmardless of whether the act is committed, or
whether the funds are used for the committing eSehcriminal offence, shall be punished by
imprisonment from six months to five years.

(3) The funds specified in paragraph 1 of this detishall be confiscated.

16. The amendments introduced do not appear to have mlahges to the provision or collection of
funds to finance a terrorist organisation and iitlial terrorist (criterion Il.1a)(ii) and (iii)). Ae offence
does not seem to cover the financing of terronigapbisations and the financing of individual teists
regardless of whether the financing is for crimiaefivities, legal activities or general supportiu$ the
FT provision still does not cover all the requirertseof SR.II on this point.

17. Deficiency 2 identified in the MERThe FT offence does not cover the whole rangactities
envisaged by Article 2(1) (a) and (b) of the FT @mntion (thus not all of them being predicate aften

to ML). Articles 312 (Terrorism), 391 (International Teison) and 392 (Taking Hostages) do not seem
to have been amended and criminalise only actadet# to cause harm to the constitutional order of
Serbia, or of a foreign state or international aigation and hostage taking (see comments in thaahu
evaluation repoft Section 2.2, page 56 and following). Thus theemdes listed in Article 393 as
amended do not mirror fully the offences which faithin the scope of the nonce international tesati
appearing in the annex to the FT Convention, and tf Article 2 paragraph 1 (a) and (b) of the FT
Convention. The scope of the FT offence therefaesdot extend to “all terrorist acts” as definedhe

FT Convention. This shortcoming thus has not yenksddressed.

18. Deficiency 3 identified in the MERIn the absence of a definition of “funds”, it isiclear that the
offence encompasses the notion of funds as definth@g FT Convention)The amendments introduced
to article 112 paragraph 36 address this shortopmin

19. Deficiency 4 identified in the MERThe FT offence requires that funds are linkedatspecific
terrorist act). Paragraph 1 of article 393 was not amended ardrestjliires that funds are linked to a
specific terrorist act. Hence, this shortcoming haisyet been addressed.

20. In conclusion, the amendments introduced in SepterB®09 do not address all of the shortcomings
identified in respect of the criminalization ofrnist financing. Serbia will need to take furttzation in
order to resolve the deficiencies identified in MMiER and adequately implement the requirementsiget
under Special Recommendation Il

3 Mutual Evaluation Report on Serbia (ref. MONEYVA2009)29) at:
http://www.coe.int/t/dghl/monitoring/moneyval/Evaifiions/round3/MONEYVAL(2009)29Rep_SER3_en.pdf




Recommendation 5 - Customer due diligence regardindinancial institutions (rated PC in the

MER)

21. The evaluation team had concluded that there wehe @ only a few minor deficiencies, mostly
stemming from the newness of the legislation ard tike customer due diligence (CDD) obligations as
set out in the AML/CFT Law and the Decision on K¥Rtocedure covered comprehensively the FATF
Requirements and applied equally to all obligor&laatified in the law. Competent authorities had tp
issue implementing measures for the AML/CFT Law aethted guidance. In practice, there was
awareness of the requirements and the applicafioiie diligence measures, particularly in the bagki
sector, however this compliance level did not cdlerfinancial sector as a whole, since signifiqzarts
had not sufficiently implemented not only the dukgédnce controls of the AML/CFT Law, but also of
the previous AML Law.

22.In February 2010, the Ministry of Finance issued 4rFebruary a Rulebook concerning the
methodology for the implementation of tasks purstanhe AML/CFT Law, which entered into force in
March 2010. This Rulebook sets out provisions am ¢hiteria based on which obliged entities shall
classify a client, business relationship or sertizg it provides within its business activity irddow risk
group, on conditions to establish and verify theniity of customers and legal representatives usiag
qualified electronic certificate, internal contrgdsocedures, record keeping, manner of reportinth¢o
FIU, requirements for CTR reporting, list of couesr that do not apply AML/CFT standards and
countries that apply AML/CFT standards at EU learehigher, etc.

23. Deficiency 1 identified in the MERNo guidance on the risk-based approach has beeviged for
financial institutions regulated by the Securiti€@mmission).Serbia indicated that Guidance for
implementing the AML/CFT Law was issued in Novemi2909 which is applicable to financial
institutions regulated by the Securities Commisglmoker-dealer companies, authorized banks, custod
banks and management companies). This documeapdsted to include instructions on how to fulfill
their AML/CFT obligations, and also includes guidanon implementing a risk based approach. It
appears thus that this shortcoming has been aédkdsswever, as the text of the guidance has ret be
made available, it remains to be demonstrated tth@tguidance satisfactorily covers the AML/CFT
requirements and assists in the implementationriskebased approach.

24. Deficiency 2 identified in the MERNo explicit requirement for obligors to consider kiteg a
suspicious transaction report when they have refuseestablish a business relationship, carry out a
transaction, or terminate an existing businesstieteship).Serbia reported that the amendments have to
the AML/CFT Law have been adopted on 30 Novembdi028hich will explicitly require obligors to
consider whether there are reasons for suspicidilobr FT and to make an official note in writing.
These amendments, which have been published i@ffidal Gazette, are expected to enter into farne

11 December 2010.

25. Deficiency 3 identified in the MERNoO adequate demonstration that all financial ingtiins have
implemented the standards of Recommendation Sudimg) the risk based approachlhhe mutual
evaluation process had concluded that overall,isrbompliance with the FATF standards on CDD
requirements showed a number of essential gapmpiementation which were mostly stemming from
the newness of the AML/CFT Law and of sectoral gnitk issued. Since the evaluation, additional
guidance was issued by the APML in October 201GhbySecurities Commission in November 2009 for
financial institutions under its competence andhgyForeign Currency Inspectorate on 8 Novembe0 201
for entities engaging in forfeiting and factoringewations in international payments. Furthermoee th
authorities reported having organised a seriegwiirsars and workshops for financial institutionghe
period from August 2009 to November 2010 (brokemsurance companies, representatives from
insurance supervision, leasing companies). TheoNaltiBank of Serbia also reported having organised




several meetings with obligors under its supernisiompetence in order to discuss the applicatioa of
risk based approach.

26. It appears difficult in this desk review to makeyassessment on the level of implementation by
financial institutions of their CDD requirementsded on the information provided by the authorities
The additional guidance issued and trainings omgahnevertheless demonstrate positive developments
aimed at strengthening the awareness of the finhistitutions of the requirements and applicatdn
CDD measures. Such efforts will need to be sustiaine

Recommendation 10 - Record keeping (rated LC in thMER)

27. The MER had concluded that record keeping requintsnevere comprehensively covered by the
AML/CFT Law, the Law on accounting and auditing aetevant regulations. The financial institutions,
appeared to be knowledgeable of their record kgepliigations and supervisors did not report any
problems with timely access to customer and traimsacecords and information. However, considering
the limited number of inspections of financial ihgions, in particular regarding non banking fice
institutions, it was not possible to conclude thatord-keeping requirements were effectively
implemented by financial and non financial instdos.

28. Deficiency 1 identified in the MER(Lack of sectoral laws/regulations enabling effest
implementation of the recordkeeping requirementspbysons involved in intermediation in credit
transactions and provision of loans, factoring dodeiting, and provision of guarantees — shouldyth
start operating in the Serbian financial sectofhese professionals have not started operatingpen t
Serbian financial sector, with the exception o¥ems of factoring and forfeiting. Serbia indicatbdt a
new Law on foreign exchange actions is expectduetadopted in the beginning of 2011, its text being
currently under discussion before being introdutedhe Government. Once adopted, the Foreign
Currency Inspectorate intends to draft amendmenthd secondary legislation regarding factoring and
forfeiting. The shortcomings in respect of coveramfepersons providing services of factoring and
forfeiting cannot be considered as having beenemded, and the authorities are encouraged to #uopt
relevant sectoral laws and regulations in ordezrisure that record keeping requirements are adsyguat
covered.

29. Deficiency 2 identified in the MERLack of effective implementation of the record-kegp
requirements by financial institutions (includingr P Srbija currently not recognised as a financial
institution). The evaluation process had concluded that finano#tltutions in Serbia often failed to
obtain and maintain complete CDD information docntagthus raising the issue of lack of effective
implementation of the record keeping requireme®astbia has followed up on this deficiency and
provided statistics on sanctions applied as a trefudupervisory action in banks and exchange edfic
where breaches to record keeping requirements idergified. As with any paper desk based review,
guestions remain regarding the effectiveness ofdmpntation of the AML/CFT law and regulations
pertaining to record keeping by financial instibuis, and especially non bank financial institutiofise
obligations are monitored/ supervised by the aitiber(see in this respect the information providgd
Serbia on action taken to comply with Recommenda®8) This matter could be adequately evaluated
only during an on-site visit, on the basis of coetnsive information and meetings with relevant
entities and supervisory authorities.

30. In conclusion, the shortcomings regarding the latlsectoral laws/regulations enabling effective
implementation of the recordkeeping requirementsplysons involved in intermediation in credit
transactions and provision of loans, factoring faeiting, and provision of guarantees remain diali
pending further legislative developments underwdnjctv are expected to be finalized in 2011. Serbia



continued to supervise the implementation of redadping requirements, as evidenced by the data
submitted on supervisory action (particularly imks and foreign exchange offices), sanctioning when
applicable, breaches of the CDD and record keeggiqgirements.

Recommendation 13 — Suspicious transactions repantj regarding financial institutions (rated LC

in the MER)

31. Serbia had been rated largely compliant in respecompliance with Recommendation 13 and was
recommended to take additional measures in ordendare the effective implementation of the repgrti
obligation by all financial institutions (inter alito issue specific guidance on the legal definitd the
reporting obligation so as to prevent its possiilgrictive interpretation; to issue STR reportfogns
and instructions for all obligors, to complete guiblish list of indicators, etc).

32. Deficiency 1 identified in the MERNot all financial institutions have lists of imditors for
recognising ML related suspicious transactions) deficiency 2 identified in the MERThe lists of
indicators developed by financial institutions arepied from those of the APML and, in some cases,
contain contradictions with applicable legislatioi®erbia indicated that several meetings were orgdnis
with obligors, and in particular by the National fBa to discuss the issue of the development and
application of the list of indicators. Pursuanttte AML/CFT Rulebook issued in 2010 (article 23),
financial institutions are required to develop then lists of indicators and include therein the®
developed by the APML. The issue as to whetherfiadincial institutions have developed lists of
indicators remains to be demonstrated through tenssipervisions. Action has been taken to someanexte
to address these shortcomings, however it is nobdstrated that these have been fully addresseallfor
financial institutions.

33. Deficiency 3 identified in the MERThe lists of indicators developed by the APML ramecomplete,
clearly identifiable, need revision in terms of tamts). Serbia indicated that the APML has issued
Guidelines for suspicious transaction reportingdéhmafter STR Guidelines), customer due diligerta a
no tipping off on 26 October 2010 (see annex XVlihich were prepared in cooperation with the
National Bank of Serbia and experts from the banlksector. At the time of the on-site visit, the
following lists had been issued: Indicators forirsce companies (2 April 2009), Indicators forksa(2
April 2009), Indicators for Exchange Offices (2 AR009), Indicators for Stock-market (2 April 2009
These have not been amended since December 208&8dition to these, the APML also recently issued
a list of Indicators for financing of terrorismt@ineys, accountants, money transfer servicesnaes

of games of chance operated in the internet, teleplor in any other manner using telecommunications
networks, tax advisors, auditing companies andfiggitauditors (3 November 2010). These have also
been communicated to obligor associations.

34. Deficiency 4 identified in the MERSerious lack of understanding of the reportinguieements
among financial institutions, resulting in insuféint effectiveness of the reporting system; lovelle¥
STR reporting by non-bank financial institutionEhe MER had raised effectiveness concerns asdgga
the level of suspicious transactions reports bydrid in particular of non bank financial institutsoas
well as on the level of understanding of the répgrtequirements.

35. The authorities advised that in 2009-2010 a nurob&rining seminars and meetings were organised
by the National Bank, the Securities Commission tiredAPML for reporting entities (see annex Ill on
Summary of trainings delivered).

36. The authorities, in the introduction to the STR d@&lines, mentioned specifically that the APML is
receiving a too large number of STRs which areeaiuperficially or not at all analyzed by the gblis.

1C



At the same time, supervisors have identified simable number of transactions which are covbyed
the suspicious indicators and which should haven lm®alyzed and reported. The Guidelines include
specific examples and are aimed at assisting riegoentities to detect, process and report susjscio
transactions.

37. From the statistics provided by the authoritiesisinoted that the number of STRs reported has
steadily increased ( 2884 in 2008, 3957 in 2009 3884 as of October 2010), with a more active
reporting not only from banks, but also from insw& companies (7 STRs in 2010 as opposed to 2 in
2008), brokers (7 STRs in 2009 compared with 2068, with leasing companies starting to report (6
STRs in 2009 and 43 in 2010 and with a more acéperting by the Post office.

38. In conclusion, there is thus some evidence thainipdiementation of the reporting obligation is more
effective, at least in some parts of the finansedtor. This has also resulted in an increasedaefigfi
cases opened, analysed and disseminated by the A®khe law enforcement and prosecutors. Further
measures will be required in order to be able toatestrate concrete progress in the implementation o
the reporting obligations by the non-banking finahdnstitutions and other reporting entities. The
recently issued Indicators in November 2010 areositipe step in this direction and will need to be
followed up upon through outreach to the reporemgities and supervisory action to ensure that they
adequately comply with the reporting requiremeiithe AML/CFT Law and Rulebook.

Special Recommendation IV - Suspicious transactionseporting related to terrorism regarding
Financial institutions (rated LC in the MER)

39. Deficiency 1 identified in the MERFinancial institutions do not have lists of indiors for
recognising FT related suspicious transactions) &mdiciency 2 identified in the MER'he APML has
not developed lists of indicators for recognizing felated suspicious transaction®ursuant to the new
AML/CFT Rulebook (February 2010)), financial ingtibns are required under article 23 to develofr the
own lists of indicators, and include the ones daewetl by the APML. It is to be noted that the APMish
recently developed a list of indicators regardimg ffinancing of terrorism, which was issued in
November 2010 and includes 10 indicators. The isssido whether all financial institutions have
developed lists of indicators for recognizing FTlated suspicious transactions remains to be
demonstrated through on-site supervisions, howaver minimum these are obliged to integrate within
their own lists the recently issued list of indmat disseminated by the APML.

40. Deficiency 3 identified in the MERSerious lack of understanding of the reportinguieements
among financial institutions, resulting in insuféint effectiveness of the reporting regiméhe new
AML/CFT Rulebook , which remains the only implemagtregulation in terms of the reporting regime,
does not address in detail issues related to liagosuspicions on terrorist financing, nor do thERS
Guidelines issued in October 2010. It remains tadmertained whether the provisions which theyaiont
and which refer specifically to the FT reportingugements are considered adequate by the financial
institutions. The authorities indicated in this tad that in addition to the publication of thetd of FT
indicators, several awareness raising measures taken, through meetings and trainings that haea b
organised by the FIU and the supervisory autharitigh the reporting entities and professional bsdi
and which covered also aspects related to the tiegavbligations, and FT reporting, cases, typasgi
etc.

41. As regards STRs made relating to suspicions oartem financing, the situation remains the same as
previously, with no STRs having been made to daéebia will need to continue to work on enhancing
the effectiveness of its STR system, and in pdetida relation to terrorist financing.

11



1.3 Main conclusions

42. 1t is recalled in this context that the evaluatfpves had concluded that Serbia had reached a good
level of compliance with most of the core recomnaimhs. One year after the adoption of the mutual
evaluation report, Serbia has demonstrated thhast commenced action in several areas in order to
address the deficiencies identified in respecthef tore Recommendations, including in those were
Serbia was rated largely compliant. It is importduatt this commitment be sustained.

43. In relation to R.1, the amendments to the crimilemislation have successfully addressed the
deficiencies identified in respect of the scopgraiperty and the proposed draft legislation, ortmpged,
should address the deficiencies related to theimaimation of market manipulation and insider trag

On SR. Il and R.10 no concrete progress seems/mlieen made.

44. 1t is to be noted though that very positive stepsehbeen taken in the preventive area, and the
existing AML/CFT law has been consolidated by thiomion of several guidelines, supported by
trainings, hence efforts being made to strengthenimplementation of the CDD requirements. Also,
Serbia was able to show positive developmentsspa& of the measures aimed at strengthening tRe ST
reporting system and the implementation of thegattion by reporting entities. Further progress |db&l
required to demonstrate the implementation of #@orting obligations by the non-banking financial
institutions and other reporting entities and ewkahe effectiveness of its STR system, and irquéar

in relation to terrorist financing.

45. In conclusion, as a result of the discussions helthe context of the examination of this second
progress report, the Plenary was satisfied with itifermation provided and the progress being
undertaken and thus approved the progress repatttiam analysis of the progress on the core
Recommendations. Pursuant to Rule 41 of the Rdlpsocedure, the progress report will be subject of
an update in every two years between evaluatioit {fis. December 2012), though the Plenary may
decide to fix an earlier date at which an updataikhbe presented.

MONEYVAL Secretariat
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2 Information submitted by Serbia for the 1t progress report

2.1 General overview of the current situation and the developments since the last
evaluation relevant in the AML/CFT field

The Law Amending Criminal Code (Official Journal BfS, no. 72/09), passed in September 2009,
introduced, among other changes, a broader definitf terrorism financing, and a more general
definition of property, which now includes all typef assets.

A Draft Law Amending the AML/CFT Law has been preggzhand sent for approval by the Government
and further to the National Assembly for adoptigey improvements to the current system include the
incorporation of the requirement provided for un8& VII, regarding wire transfers. The amendments
aim also to implement the provisions of Regula{iB€) No 1781/2006 of the European Parliament and
Council of 15 November 2006 on information on tlaggr accompanying transfers of funds. In addition
to the obligations under SR VII, the amendmentstaionprovisions regarding the licensing of
compliance officers. Also, another important chaigy¢hat the APML will be competent to supervise
certain obliged entities, such as accountantsiasdietc.

The Action Plan for the Implementation of the Na#b Strategy against Money Laundering and the
Financing of Terrorism (AML/CFT Strategy), is adegtin October 2009, for the period 2009-2013. This
plan specifies certain priorities, objectives defintimeframe for the implementation of the objezsi as
well as the main implementing agencies, indicadmd resources required for their implementation.

In order to harmonize national legislation with theernational standards, AML/CFT by-laws have been
passed and entered into force on 1 of March 20ML/EFT by-laws fully in line with Commission
Directive 2006/70/EC laying down measures for Dikec205/60/EC of the European Parliament and of
the Council as regards the definition of "politigakxposed person” and the technical criteria for
simplified customer due diligence procedures andfdo exemption on grounds of a financial activity
conducted on an occasional or very limited bakis August 2006.

It also merits mentioning that the implementatidra &ey comprehensive AML/CFT Project is expected
to start shortly. The project was approved underBhb)’s IPA Instrument, and it will be implementegd b
the Council of Europe. The total project value 1$RE2,365,000.00 of which the European Union will
allocate 2 million, Council of Europe 200,000.00jil the rest will be co-financed by the Republfc o
Serbia. Serbian authorities expect the projectrmiprove the entire AML/CFT system in Serbia to a
considerable extent.

In cooperation with the National Bank of Serbia angberts from the banking sector, the APML has
issued Recommendations (or Guidelines) for sugpéciansaction reporting, customer due diligenak an
no tipping off. The reason to adopt the Recommeénaiatis difficulties and dilemmas encountered ia th
application of the suspicious transaction reportieguirement, as well as implementation of customer
due diligence actions and measures and client oot

The Law on capital markets has been drafted, aedntain novelty is criminalization of market
manipulation, as well as using, revealing and rauending the inside information as criminal offences

The Proposed Law on Amendments and Changes to lteWoatuntary Pension Funds and Pension
Schemes is in the procedure in the National Assgwiithe Republic of Serbia. It is expected thatilt
be approved by the end of this year.
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The draft of a new Law on Financial Leasing and bgws in this area relating to issuance of license
will, prescribes prohibition for physical personghacriminal background to participate in ownersbip
financial leasing companies.

In this period there are more changes regarding AL combat: PEP’s provisions are added to
Decision on the Guidelines for Assessing the RiEkMoney Laundering and Terrorism Financing,
Supervisory methodology for banks is changed ireotd bee fully compliant with RBA, Manner of
supervision planning is changed in order to beyfabmpliant with RBA, AML/CFT Questionnaire
analysis is now fully in accordance with RBA andlMdary pension funds supervision department
adopted the Manual for the assessment of the \aymtension funds AML/CFT risk exposure, which
will be used in the following onsite supervisions.

2.2 Core recommendations

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

Recommendation 1 (Money Laundering offence)

Rating: Largely compliant (R.1)

Recommendation | Clarify that the offence of ML extends to any tgperoperty, regardless of its
of the| value, that directly or indirectly represents th®geeds of crime.

MONEYVAL

Report

Measures taken tpMoney laundering is criminalized in Article 231 @fiminal Code, which reads as
implement the follows:

Recommendation Money Laundering

of the Report Article 231

Whoever converts or transfers property while aviheg such property originates
from a criminal offence, with intent to concealmisrepresent the unlawful origin
of the property, or conceals and misrepresents fatthe property while aware that
such property originates from a criminal offencepbtains, keeps or uses propefrty
with foreknowledge, at the moment of receivingtthiach property originates from
a criminal offence, shall be punished by imprisontr&f six months to five years
and with fine.

By-Law amending the Criminal Code was passed intebeiper 2009 (Officia
Gazette of the Republic of Serbia" No. 72/09) Aetid12 of Criminal Code i
amended. Article 112 prescribes meaning of term&lwhad been used in that
Law. Article 112 Paragraph 36 defines term asséisiwcover all kinds of assets,
regardless of its value. Assets mean any kindgiftror any kind of benefit that
directly or indirectly represents the proceedsrife.

Meaning of Terms for the Purpose of this Code

Article 112

(36) Property is considered to be good of everydkitangible or intangible,
movable or immovable, or the estimates and invddudbcuments in any form that
proves right or interest in relation to such wé&ltoperty is considered income |or
other benefit that originates, directly or inditgcfrom criminal offence, as well in
which it is converted or with which it is merged.

Recommendation | Criminalise insider trading and market manipulation
of the

14



MONEYVAL
Report

Measures taken t
implement the
Recommendation
of the Report

pArticles 281. and 282. of the Draft Law on capitmarkets (and financig
instruments) stipulate market manipulation, as wedl using, revealing an
recommending the inside information as criminaknffes. The Articles 281 ar
282 read as follows:

Prohibition of manipulative practice

Article 281.
Whoever undertakes the manipulative practice orre¢galated market of securitig
on the basis of which realized gain for himselfaoother person or harm to oth
persons by:
1) entering into a transaction or issue trade ardehnich give or are likely t
provide false or misleading information on suppdgmand or price of financia
instruments or that person, or persons acting ljoimiaintain the price of one ¢
more financial instruments at unrealistic levels;
2) entering into transactions or issues trade erdehich employ fictitious
proceedings or any other form of deception or fr&8)ddisseminating informatio
through the media, including the internet or in atlyer way spreading false ne
or news that can cause confusion about financituments, if he/she knew
should have known that such information is untruenisleading, shall be punishg
with imprisonment from six months to five years dimed.
Should there be a significant disturbance on tigelleded market of securities,
MTF, due to offences referred to in paragraph thisf Article, the offender shall b
punished by imprisonment of one to eight yearsafided.

Use, disclosure or recommendation of privilegeddigher) information

Article 282.
Whoever, with intent to gain material benefit fambelf or another person or ha
to other persons, uses a privileged information:ditgctly or indirectly in th
acquisition, disposal or in the attempt of acqiasitor disposal, on their o

information relates; 2)for detection and makingikame privileged information t
any other person; 3) to recommend or provide ahgrgperson that he/she, on

basis of privileged information should acquire @pse of financial instruments
which the information relates, shall be punished flme or up to one yea
imprisonment.

Should a material benefit was gained due to offeméerred to in paragraph 1

this Article, or a property damage was caused totheam person excessir
1.500.000,00 RSD, the offender shall be sentenceinprisonment up to thre
years and fined.

If the act referred to in paragraph 1 of this Adigvas made by the person w
possesses privileged information by: membershipdministrative or supervisor
bodies of an issuer or public company, having gogliares in the issuer or pub
company, having an access to information that obguperforming duties of th

The above mentioned Law on capital markets will inpeshort period of time
introduced to the Government, and then to the SarBssembly. At this moment
is a Draft.

office, practice professions, or other duties, prckiminal acts committed by hin,
the offender shall be punished by fined or impriaent not exceeding three years.
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Recommendation | Develop comprehensive training materials and sttieeig training programmes i

of the| order to enhance the capacity of investigative gglgnd prosecutors to investigate

MONEYVAL and prosecute ML cases and of judges to effectayghyy the new ML offence as

Report well as undertake appropriate initiatives to ratbeir awareness on the importance
of integrating financial investigations into inviggttions of proceeds generating
offences.

Measures taken tpln the period between 1 June 2009 and 1 Novembd&® 2ludicial Training

implement thg Academy organized following seminars on combat ragjaorganized crime and

Recommendation | money laundering within the regular annual traintagriculum:

of the Report Measures in Combat against Corruption and Moneydearing

Seminars for judges and prosecutors of districtrandicipality courts. There were
a total of 21 seminars with 522 participants attemdThe seminar addressed the
issues of measures taken against money laundenidigcarruption, international
standards and what Serbia is required to do in etindpthese phenomena.
Money Laundering and Terrorism

Seminars organized for district court judges, ecosors, Directorate fg
Combating Organized Crime and the Administrationtf@e Prevention of Money
Laundering. There were 7 seminars with 134 paditip attending.
Challenges and Success Cases in Combat against yMbaendering ang
Corruption in Serbia and abroad
Seminars were organized for investigative judgessqrutors and police staff.
There were 6 three-day seminars on this topic. sijeakers were prosecutors and
police staff both from Serbia and USA. There wef Jarticipants at thege
seminars.
In 2010 Serbia’'s Public Prosecutor's Office and thffice of Resident Legal
Advisor of US Embassy organized semin@athering and Analysing Evidence |in
Corruption Casesat Zlatibor, in Belgrade, Novi Sad, Ni§ and Kragaje The
seminars gathered together representatives ofamiestate authorities in order o
promote team work and professional expertise oérotiiate authorities which afe
by law obliged to cooperate with prosecutor’'s @f{@ax Administration, Custom
Administration, National Bank of Serbia, Adminigtom for the Prevention o
Money Laundering, Privatization Agency, Adminiskoat for Public Procuremen
Budget Inspection and Auditing, Anti-Corruption Aggy and Competitior
Committee).
A representative of AML and Anti-Corruption Depaemt of Serbia’'s Public
Prosecutor’'s Office participated at an internatiosanference Strengthenin
Cooperation in Combat against Corruption in Easteunope and Central Asia
organized by the World Bank in Ankara, 28.09-012000.
A representative of Serbia’'s Public Prosecutor'sfig®f participated at an
international workshop Cooperation between FIUs duodicial Authorities in
Combat against Money Laundering and Confiscatio@rirhinal Assets, organize
by Swiss and Italian Government and IMF in Sirac04al0-08.10.2010.

=

)

=T+

«

o

(Other) change
since the last
evaluation
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Recommendation 5 (Customer due diligence)
I. Regarding financial institutions

Rating: Partially compliant

Recommendation

Serbian authorities should establish a direct regoient in law, regulation o

of the | enforceable means for obligors to consider filing TR if they have refused |to
MONEYVAL establish a business relationship, carry out a s@&tion, or terminate an existing
Report business relationship.
Measures taken tpBy the Article 3 of new the Law amending the AML/CEaw, Serbian Authorities
implement theg implemented this recommendation. The new provisiams as follows:
Recommendation | «In the cases referred to in paragraph 2 of thisl&r the obligor shall make an
of the Report official note in writing, and consider whether theare reasons for suspicion pn
money laundering or financing of terrorism. Theigi shall keep such a note |in

accordance with law.”

Recommendation
of the
MONEYVAL
Report

In the case of filing an STR where obligors havieised to establish a busineg

relationship, carry out a transaction, or terminaa existing business relationship,

the indicators of suspicious transactions are stroenough to precipitate
financial institution filing an STR, however, thememains the possibility that
situation might not match the list and a finandiatitution will not file an STR wit
the APML.

a
a
h

Measures taken t
implement the
Recommendation
of the Report

pSerbian Authorities addressed this issue by eldibgrehe Guidelines for suspiciol
transaction reporting, customer due diligence andpping off which are publishe
on the website of the Serbian FIU. In the Chapt&r of the abovementioneg
Guidelines, the suspicious transaction is defireed ransaction for which there &
reasons for suspicion on money laundering or tesmorfinancing, or transactio
which is performed by a person reasonably suspetctdok involved in mone
laundering or terrorism financing. When establighiwhether there are reasons
classify a transaction or person as suspiciousgabshould always have in mir
the suspicious transaction indicators. Howeves, tifansaction meets the conditig
from one of the indicators it does not have to m#aat this is a suspicioy
transaction and that it should be reported to tR&A. We need to consider a wid
framework, in line with the principle that the afir knows its client best, arj
assess if a certain transaction goes beyond theofinisual, i.e. expected busing
operations of the client. The opposite is true al:\a transaction can be suspicid
without being covered by any of the suspiciousdaation indicators.
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(ijecommendatl[(r)]r; Issue guidelines on instructions for the mannerid&ntifying their clients in
MONEYVAL accordance with the obligations under the AML/CFRwL

Report

Measures taken tpThe following supervisory authorities have issuedidglines for risk-base
implement the approach in certain groups of obligors: Securi@G@Esnmission, Foreign Curreng
Recommendation | Inspectorate (for entities engaging in forfeitingidafactoring operations i

of the Report

international payments).

The Guidelines above define four types of risk ,elmgeographical , client
transaction and service (product) risk. Underlyaftective risk management a|
CDD measures, which are implemented on an ordiremplified and enhance
basis. The obligors are bound to establish andytré identity of a client prior t
establishing business relation, from valid, creslidhd reliable sources. If unable
do so, the obligor is bound to refuse to estaltishiness cooperation. When

legal person appears as client, the obligor hasstablish its beneficial owne
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Furthermore, the obligor has to keep documentatiothe client regularly update
If the client undergoes relevant status changesoltigor should satisfy themselv
that the facts are properly documented. Each abigyoequired to develop intern
procedures for identifying and verifying the idéntiof the client to ensur

consistent implementation of CDD measures. In ca$esliance on third partie$

the ultimate responsibility for identification $tiests on the obligor.

Recommendation
of the
MONEYVAL
Report

As stated above, because of the newness of theGENILLaw, financial institutions

have not yet applied the risk-based approach tentdi. Serbian should work wi
financial institutions to ensure they understandvhio effectively implement i
practice.

Measures taken t
implement the
Recommendation
of the Report

oFrom August 2009 to November 2010,

in Serbia weetd seminars an
workshops for following financial institutions: Bters (about 65 were trained
representatives from insurance companies (about t&presentatives fror
insurance supervision (about 20), representative® fleasing companies (abg
15), were trained.

The main topics of those workshops were : thelssbed approach in classificati
of clients and products, record keeping requiresmenthe AML/CFT Law, as wel
as case studies (national and international cagksypologies).

Guidance for implementing AML/CFT Law (written blyet Securities Commissiof
was published in November 2009. They are meant fiftancial institutions
regulated by the Securities Commission — brokefeleeompanies, authorise
banks, custody banks and management companies, imgttuctions on how
obligors fulfill their obligations according to AMCFT Law, including risk-base
approach to clients.

As an addition to this, Serbian Securities Comnaiss$ias recently been prepared
Inspection manual with creation and applicatiodbL/CFT assessment progran

The National Bank of Serbia had organized seveestings with obligors whicl
are under its supervisory competence where subfjetiscussion was application
risk-based approach to the clients.

Also, the AML Questionnaire which all obligors fiin the demand of Nation
Bank of Serbia twice a year is upgraded and nowaios questions connected
the risk-based approach (e.g. Did bank make AMLHASK analysis accordin
National Bank of Serbia Guidelines?; Did bank cagtmlrisk analysis of th
clients?; Name criterions for classifying clientisiness relation or bank’s servi
into the low AML/FT risk group; Name criterions fatassifying client, busines
relation or bank’s service into the high AML/FTkigroup etc.)

NBS banking supervision department — Supervisomere committee adopte
changes on the form of On-site Supervision Repdrichvis now in the full
consistency with RBA.
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(Other) changes
since the last
evaluation
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Recommendation 5 (Customer due diligence)
ll. Regarding DNFBP*

Rating: Non Comp

liant

Recommendation

The new requirement in the AML/CFT Law prohibitingy economic entity

of the| including dealers in high value goods from condugtcash transactions in exce
MONEYVAL of EUr 15,000 should be amended to extent the pitidm to transactions that are
Report equal to EUR 15,000.

Measures taken tpBy the Article 10 of the Law amending the AML/CF &, this recommendation
implement the implemented. Article 10 of the law reads as fobow

Recommendation | “A person selling goods or providing a service ia fRepublic of Serbia may n

of the Report

accept cash payments from a customer or third partthe amount of 15,000 ¢
more in its RSD equivalent.

The restriction laid down in paragraph 1 shall alapply if the payment of goods
a service is carried out in more than one connedash transactions which tot
the RSD equivalent of EUR 15,000 or mbre

Recommendation
of the
MONEYVAL
Report

Serbia should introduce into law or regulation thequirement for obligors t(
consider filing an STR if they have refused to ldsta a business relationshi
carry out a transaction, or terminate an existingstmess relationship.

Measures taken t

0By the Article 3 of new the Law amending the AML/CEaw, Serbian Authoritie

SS

U

implement theg implemented this recommendation. The new provisiams as follows:

Recommendation | “In the cases referred to in paragraph 2 of thisidet the obligor shall make an

of the Report official note in writing, and consider whether teeare reasons for suspicion ¢n
money laundering or financing of terrorism. Theigblt shall keep such a note |n
accordance with law

Recommendation | Serbian authorities should establish a list of galors for the various DNFBP-s in

of the | order to help them identify unusual or suspicio@nsactions. Authorities should

MONEYVAL also provide AML/CFT training to create awarenessl @rovide DNFBP-s with the

Report knowledge to be able to file STR-s.

Measures taken tbList of indicators for following DNFBP-s have beestablished: intermediaries |in

implement the real estate transaction, organisers of special gamwie chance in casinos,

Recommendation | accountants, lawyers and lawyer partnerships, daisars, organizers of games |of

of the Report chance operated on the Internet, by telephonenoany other manner using
telecommunication networks have been establishée [iSts of indicators arg
available on the web site of Serbian FIU, www.apngi.rs

Recommendation | Issue guidelines on instructions for the mannerid#ntifying their clients in

of the | accordance with the obligations under the AML/CFRIL

MONEYVAL

Report

Measures taken tpThe following supervisory authorities have issuedidglines for risk-based

implement theg approach in certain groups of obligors: Ministry ®fade and Services (for

Recommendation | intermediaries in real estate business, ie reatestgents), Administration for the

of the Report

Games of Chance (for organizers of games of chiancasinos and on internet,
in any other manner operating telecommunicationsvark) and Ministry of

The Guidelines above define four types of risk, eljmgeographical, client

Telecommunications (for persons engaging in pastadmunications domestically).

transaction and service (product) risk. Underlyeftective risk management a|

re

*i.e. part of Recommendation 12.
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establishing business relation, from valid, creslidhd reliable sources. If unable
do so, the obligor is bound to refuse to estaltishiness cooperation. When

the ultimate responsibility for identification $tiests on the obligor.

Recommendation | As stated above, because of the newness of theGkVILLaw, DNFBP-s have not
of the| yet applied the risk-based approach to clients.bier authorities should issue
MONEYVAL DNFBP-specific guidance and should work with DNF8BRd their regulators to
Report ensure they understand how to effectively impleingmactice.

Measures taken t
implement the
Recommendation
of the Report

engaging in postal communications domestically).
The Guidelines above define four types of risk, elymgeographical, client

establishing business relation, from valid, creslidhd reliable sources. If unable
do so, the obligor is bound to refuse to estalishiness cooperation. When
legal person appears as client, the obligor hasstablish its beneficial owne

the ultimate responsibility for identification $tiests on the obligor.

regarding AML/CFT issues for DNFBP-s
. Real Estate

obligors attended. Topics: introduction of AML/CIEaw; presentation of specifi
cases followed by questions and answers;
. Real Estate

examples; list of indicators (explanation); risks
. Accountants
November 2008 to February 2009 — Novi $lgrade, Kragujevac and Ni
Topic: AML/CFT Law; indicators; specific examples
. Auditors

2C

CDD measures, which are implemented on an ordiremplified and enhanced
basis. The obligors are bound to establish andyw#ré identity of a client prior to

legal person appears as client, the obligor hasstablish its beneficial owner.
Furthermore, the obligor has to keep documentatiothe client regularly updated.
If the client undergoes relevant status changesplfigor should satisfy themselves
that the facts are properly documented. Each ablgycequired to develop internal
procedures for identifying and verifying the idépntiof the client to ensure
consistent implementation of CDD measures. In ca$esliance on third parties,

transaction and service (product) risk. Underlyeftective risk management are
CDD measures, which are implemented on an ordiremplified and enhanced
basis. The obligors are bound to establish andyw#ré identity of a client prior to

Furthermore, the obligor has to keep documentatiothe client regularly updated.
If the client undergoes relevant status changesplfigor should satisfy themselves
that the facts are properly documented. Each abigycequired to develop internal
procedures for identifying and verifying the idépntiof the client to ensure
consistent implementation of CDD measures. In ca$esliance on third parties,

APML as well as other supervisory authorities havganized couple of seminars

July 2009 — Meeting at Belgrade Chamber of Commerée great number of

March 2010 — Meeting at Serbian Association of Aogants. A great number of
real estate agencies representatives attendedcst ggmecific problems; practical

U<

August and October 2010 — Ministry of Finance arelgBade Business School.
130 attendees. Topics: List of indicators; prattisamples; questions and answers

oMinistry of Trade and Services (for intermediariasreal estate business, ie real
estate agents), Administration for the Games onCeadfor organizers of games of
chance in casinos and on internet, or in any othesnner operating
telecommunications network) and Ministry of Telecoumications (for persons

[¢)



about the AML/CFT Law
(Other)  changes
since the last
evaluation

Recommendation 10 (Record keeping)
I. Regarding Financial Institutions
Rating: Largely compliant
Recommendation | Provide for sectoral laws/regulations enabling effee implementation of the
of the | record-keeping requirements by persons involvedintermediation in credit
MONEYVAL transactions and provision of loans, factoring afaifeiting, and provision of
Report guarantees, should they start operating in the B@rfinancial sector.
Measures taken tpAfter passing new Law on foreign exchange actidnis Expected to be passed|in
implement theg the beginning of next year), Foreign Currency Inspete is going to draft
Recommendation | amendments on sub law regarding factoring and ifor§e with respect tg
of the Report international payment operations.
(Other)  changes
since the last
evaluation
Recommendation 10 (Record keeping)
Il. Regarding DNFBP®
Rating: Non Compliant
Recommendation | As many DNFBP-s indicated that they were not awafreany requirements tp
of the | maintain records about their clients and in facigd chot keep such records, the
MONEYVAL Serbian authorities should ensure that DNFBP-syfulhderstand and comply with
Report their record keeping obligations.
Measures taken tbOne of the main topics of seminars held in Serkaa wecord keeping obligatiop.
implement the Many seminars were delivered to representativeBNFBP-s: real estate agents
Recommendation | and accountants.
of the Report
(Other) changes
since the last
evaluation
Recommendation 13 (Suspicious transaction reporting
I. Regarding Financial Institutions

Rating: Largely compliant
Recommendation | Provide specific guidance on the legal definitidrthee reporting obligation, so as
of the| to prevent its possible restrictive interpretati@s, well as to take further measures
MONEYVAL to ensure that obligors understand it in the brastdeeaning of the AML/CFT Law
Report and pertinent regulations/ guidelines.
Measures taken tpAPML has issued Guidelines for Suspicious TransacReporting (here and after:
implement thg STR Guidelines), Customer due Diligence and No ifigpff on 26 October 2010.
Recommendation | The STR Guidelines was made in cooperation withiadat Bank of Serbia and
of the Report experts from banking sector. Suspicious transadési@atransaction for which thefte

are reasons for suspicion on money launderingrasrism financing, or transaction

which is performed by a person reasonably suspetctdok involved in money

®i.e. part of Recommendation 12.
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laundering or terrorism financing. In establishindpether there are reasons
classify a transaction or person as suspicioussheaild always have in mind th
suspicious transaction indicators. However, if angaction meets the conditio
from one of the indicators it does not have to méaat this is a suspicioy
transaction and that it should be reported to tR&A. We need to consider a wid
framework, in line with the principle that the aj#r knows its client best, arj
assess if a certain transaction goes beyond theofinisual, i.e. expected busing
operations of the client. The opposite is true al:\& transaction can be suspicid
without being covered by any of the suspiciousdaation indicators.

Recommendation

Provide for appropriate implementation of the regimg requirement throughod

of the | the obligor community, by means of ensuring thatfinhncial institutions have
MONEYVAL developed their own lists of indicators for recang ML/FT related suspiciou
Report transactions.

Measures taken tpAccording the Article 23 of AML/CFT Rulebook, obbr and lawyer are oblige
implement theg to, in their own lists of indicators, include aa#t list of indicators published in th
Recommendation | APML web site.

of the Report

National Bank of Serbia had organized several imgetwith obligors which ars
under its supervisory competence, where subjedisaiussion, among others, w
developing and application of the list of indicatdor recognising ML/FT relate
suspicious transactions.

Also, the AML Questionnaire which all banks fill ®he demand of National Barj
of Serbia twice a year is upgraded and now contgimsstions connected
developing of the list of indicators for recogngimML/FT related suspiciou
transactions (e.g. Have bank change own list oficaidrs for recognising
suspicious transactions from last Questionnaird today?; Name the changes
there were any.)

NBS banking supervision department — Supervisomere committee adopte
changes on the form of On-site Supervision Repdrichvis now in the full
consistency with RBA, and among others, containgasdely chapter abol
suspicious transactions reporting.

Recommendation
of the
MONEYVAL

Report

Revise the existing lists of the indicators devetbpy the APML to guide obligo
in recognising ML/FT related suspicious transactipmlevelop such lists for &
financial institutions and make such lists cleaitientifiable (by means of a
official, publicly accessible reference numberpablication in an official source).

Measures taken t
implement the
Recommendation
of the Report

0This recommendation is fully implemented. By Artic65 of AML/CFT Law,
APML is authorised to develop lists of indicator fall obliged entities. Lists o
indicators are official document with its own refece number, signed by APM
director and published on the official APML webesitAlso, revised lists 0
indictors have been sent to obligors associations.

Recommendation
of the
MONEYVAL
Report

Continue efforts aimed at developing and introdga@anwell-structured coordinate
outreach programme (for example by means of sefiseminars, regular training
sessions for compliance officers, etc) for the riial institutions to fully
understand their reporting requirements, in partauthe new FT reporting
requirement.
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Measures taken t

0APML in cooperation with national and internatiopalrtners had organized seve

ral

Ars

implement thg seminars for financial institutions. One of the mawportant topics on thes
Recommendation | seminars was STR related to terrorism financingad see table with semina
of the Report held in Serbia.

(Other) changes

since the last
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evaluation

Recommendation 13 (Suspicious transaction reporting
ll. Regarding DNFBP®

Rating: Non Compliant

Recommendation
of the
MONEYVAL
Report

Provide specific guidance on the legal definitidrtlee reporting obligation, so &
to prevent its possible restrictive interpretatias, well as to take further measur
to ensure that obligor DNFBP-s and lawyers underdté in the broadest meanir
of the AML/CFT Law and pertinent regulations/ gliites.

Measures taken t
implement the
Recommendation
of the Report

0APML has issued Guidelines for Suspicious TransacReporting, Customer dy
Diligence and No Tipping off (here and after: STRid&lines) on 26 October 201
The STR Guidelines was made in cooperation withiddat Bank of Serbia an
experts from banking sector. Suspicious transadtiantransaction for which the
are reasons for suspicion on money launderingravrtem financing, or transactio
which is performed by a person reasonably suspetcidoe involved in mone
laundering or terrorism financing. In establishindpether there are reasons
classify a transaction or person as suspicioussheeild always have in mind th
suspicious transaction indicators. However, if ansaction meets the conditio
from one of the indicators it does not have to méaat this is a suspicioy
transaction and that it should be reported to tR&A. We need to consider a wid
framework, in line with the principle that the aj#r knows its client best, arj
assesss if a certain transaction goes beyondrbefiusual, i.e. expected busing
operations of the client. The opposite is true aB:\a transaction can be suspicid
without being covered by any of the suspiciousdaation indicators.

Recommendation | Provide for appropriate implementation of the refiimy requirement by obligo
of the| DNFBP-s and lawyers, by means of ensuring that theye their own lists g
MONEYVAL indicators for recognizing ML/FT-related suspiciauansactions.

Report

Measures taken tpAccording the Article 23 of the AML/CFT Rulebookbl@gor and lawyer are
implement the obliged to, in their own lists of indicators, indel at least list of indicator
Recommendation | published in the APML web site.

of the Report

National Bank of Serbia had organized several mgstiwhere subject g
discussion, among others, was developing and apiolit of the list of indicator
for recognising ML/FT related suspicious transatiio

Also, the AML Questionnaire which all banks fill dhe demand of National Bar
of Serbia twice a year is upgraded and now contgimsstions connected
developing of the list of indicators for recogniML/FT related suspiciou
transactions (e.g. Have bank change own list oficaidrs for recognising
suspicious transactions from last Questionnaird today?; Name the changes
there were any.)

Recommendation
of the
MONEYVAL
Report

Ensure that for all obligor DNFBP-s and lawyers theML has developed lists

indicators to guide obligors in recognizing ML/F&lated suspicious transaction
make such lists clearly identifiable (by means ofddficial, publicly accessibls
reference number, or publication in an official sce).

Measures taken t
implement the
Recommendation
of the Report

ODThis recommendation is fully implemented. By Aric65 of AML/CFT Law,
APML is authorised to develop lists of indicator fall obliged entities. Lists o
indicators are official document with its own refece number, signed by APM
director and published on the official APML websitdst of indicators have beg

issued for all types of obligors DNFBPs.

®i.e. part of Recommendation 16.
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Recommendation
of the
MONEYVAL
Report

Continue efforts aimed at developing and introdgcim well-structured

coordinated outreach program (for example, by meahsseries of seminars

regular training sessions for compliance officeet¢) for obligor DNFBP-s ang
lawyers to fully understand their reporting requirents, in particular the new F
reporting requirement.

Dy

— =

Measures taken t
implement the
Recommendation

0APML in cooperation with national and internatiopalrtners had organized seve
seminars for financial institutions. One of the mawportant topics on theg
seminars was STR related to terrorism financinga&t see table with seming

of the Report

held in Serbia.

ral

Ars

Special Recommendation Il (Criminalisation of terraist financing)

Rating: Partially compliant

Recommendation | Extend the criminalisation of FT in all instancasvisaged in SR.II with reference
of the | to the financing of terrorist organisations and thelividual terrorists.
MONEYVAL
Report
Measures taken tp Law amending the Criminal Code from September 2@#Bicial Gazette of the
implement the Republic of Serbia" No. 72/09) amends Article 3930minal Code, which now
Recommendation | reads as follows:
of the Report “(1) Whoever directly or indirectly provides or llets funds intended far
financing commission of criminal offences spedifia Articles 312, 391 and 392
hereof, shall be punished by imprisonment of ortenoyears. “
After paragraph 1, new paragraph 2 shall be addddhall read as follows:

(2) Who encourages and assists in providing deciihg funds for carrying
out criminal acts specified in articles 312, 391 @92 this Code, regardless |of
whether the act is committed, or whether the fumd@sused for the committing of
these criminal offence, shall be punished by ingmmsent from six months to five
years.

(3) The funds specified in paragraph 1 of this @etishall be seized.

This criminal offence includes the financing of tbemmission of terrorist acts

regardless of whether committed by an individuabigst or terrorist organisation.
Recommendation| Extend the criminalisation to the whole range divdties envisaged by Article 2(1)
of the| (a) and (b) of the FT convention.
MONEYVAL
Report
Measures taken tpExpect crimes prescribes in Articles 287. Unlawfahuiring and Endangerment of
implement theg Safety with Nuclear Material, article 291. EndamggrAir Traffic Safety, article
Recommendation | 292. Endangering Air Traffic Safety by Violencetiee 293. Hijacking an Aircraft
of the Report Ship or Other Means of Transport, article 294. &jrarticle 392. Taking Hostages,

Law amending the Criminal Code (Official Gazettalee Republic of Serbia" Nq.

72/09) adds new Article, 390 a which reads as fdlto

“Endangering Persons under International Legal Prettion
Article 390a

Whoever against the person under the internatitaggl protection commits the

violence or attack his official premises, privatpadgment or means of

transportation, shall be punished by imprisonmearfsix months to five years."
Recommendation| Define “funds” so as to cover “assets of every kimdhether tangible or intangible,
of the | movable or immovable, however, acquired, and lelgaluments or instruments |n
MONEYVAL any form, including electronic or digital, evidengi title to, or interest in, such
Report assets, including, but not limited to, bank creditavellers cheques, bank chequgs,

24



money orders, shares, securities, bonds, draftgr&eof credit”.

Measures taken t
implement the
Recommendation
of the Report

pArticle 112 Paragraph 36 of Criminal Code is reldvas Article which prescribe

meaning of terms which have been used in whole iGamCode. Article 112
Paragraph 36 reads as follows:

"Meaning of Terms for the Purpose of this Code
Article 112
(36) Property is considered to be good of everydkitangible or intangible
movable or immovable, or the estimates and invddudbcuments in any form th
proves right or interest in relation to such wéltoperty is considered income
other benefit that originates, directly or inditgcfrom criminal offence, as well i
which it is converted or with which it is merged."

Recommendation

Amend the FT offence as it should not require fhatls are linked to a specif

of the | terrorist act.

MONEYVAL

Report

Measures taken tpLaw amending the Criminal Code, which is adopte@é@ptember 2009, adds ne

implement thg Paragraph 2 in Article 393, which reads as follows:

Recommendation | “(2) Who encourages and assists in providing olectihg funds for carrying oy

of the Report criminal acts specified in articles 312, 391 and 88s Code, regardless of wheth
the act is committed, or whether the funds are dsedhe committing of thes
criminal offence, shall be punished by imprisonmé&aim six months to five
years.”

(Other)  changes

since the last

evaluation

Special Recommendation IV (Suspicious transactioreporting)

I. Regarding Financial Institutions

Rating: Largely compliant

Recommendation
of the
MONEYVAL
Report

Provide specific guidance on the legal definitidrtlee reporting obligation, so 4
to prevent its possible restrictive interpretatias, well as to take further measur
to ensure that obligors understand it in the bragtdeeaning of the AML/CFT La
and pertinent regulations/ guidelines.

Measures taken t
implement the
Recommendation
of the Report

0APML has issued Guidelines for Suspicious Transacieporting (here and aftg

The STR Guidelines was made in cooperation withiddat Bank of Serbia an
experts from banking sector. Suspicious transadtiantransaction for which the
are reasons for suspicion on money launderingravrtem financing, or transactio
which is performed by a person reasonably suspetcidoe involved in mone
laundering or terrorism financing. In establishindpether there are reasons
classify a transaction or person as suspicioussheeild always have in mind th
suspicious transaction indicators. However, if ansaction meets the conditio
from one of the indicators it does not have to méaat this is a suspicioy
transaction and that it should be reported to tR&A. We need to consider a wid
framework, in line with the principle that the afir knows its client best, arj
assesss if a certain transaction goes beyondrbefiusual, i.e. expected busing
operations of the client. The opposite is true aB:\a transaction can be suspicid
without being covered by any of the suspiciousdaation indicators.

STR Guidelines), Customer due Diligence and No ifigpff on 26 October 2010.

[72)
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Recommendation
of the
MONEYVAL
Report

Revise the existing lists of the indicators devetbpy the APML to guide obligo
in recognising ML/FT related suspicious transactipmlevelop such lists for &
financial institutions and make such lists cleaitientifiable (by means of a
official, publicly accessible reference numberpablication in an official source).

Measures taken t
implement the
Recommendation
of the Report

0APML has developed List of indicators regardingafining of terrorism.

Lists of indicators have been established for feilm financial institutions:
Financial leasing providers, entrepreneurs and leg@ons who deal with factorin
and forfeiting, Investment fund management comsaial Voluntary pension fun
management companies. The above mentioned listdimfators are available g
the web site of Serbian FIU www.apml.org.rs

Recommendation
of the
MONEYVAL
Report

Continue efforts aimed at developing and introdga@anwell-structured coordinate
outreach programme (for example by means of sefiseminars, regular training
sessions for compliance officers, etc) for the riial institutions to fully
understand their reporting requirements, in partauthe new FT reporting
requirement.

Measures taken t
implement the
Recommendation
of the Report

oNational Bank of Serbia has organized several mgetivith obligors which ar
under its supervisory competence, where subjedisaiussion, among others, w
internal audit of AML/CFT functions in the bank.
Also, the AML Questionnaire which all banks fill ®he demand of National Ban
of Serbia twice a year contains questions conndatéaternal audit of AML/CFT|
functions in the bank (e.g. Have bank conducted iatgrnal audit of AML/CFT

Measures taken to eliminate these irregularities).

NBS banking supervision department — Supervisomere committee adopte
changes on the form of On-site Supervision Repdrickvis now in the full
consistency with RBA, and among others, contaipsusgely chapter about intern
audit function of the bank.
Securities Commission organized seminars and trgiprograms related to ne
AML/CFT Law:

September: Securities Commission, in associatidh WPML, from USAID, for
obligors, financial institutions regulated by thec8rities Commission — broke
dealer companies, authorised banks, custody bam#smanagement companig
instructions on how obligors fulfill their obligatis according to AML/CFT Law
including risk-based approach to clients and caselys. This seminar wa
organized for Securities Commission staff too.
sector, for Securities Commission staff (prograsuésl by FATF/OECD)
Securities Commission organized seminars relategiw AML/CFT Law:
19/01/2010/ Bob Singlteri SEGA Project USAID- Markmanipulation and
money laundering on capital market, for Securi@esnmission staff.
10/09/2010/ Bob Singleteri and Milko Stimac, Presid of Securities

financing, for obligors and Securities Commissitaffs overviews on Draft of ney
Securities Law, relation AML/CFT Law and new Setias Law, comments an
suggestions.

APML has organized following meetings with finardisstituitions:
February 2010 — A meeting was held at the Bankesociation, where all bank
were represented. Topics: typologies in generatissics (number of reporte
transactions, STRs); STR quality; typologies (lgaimsurance; problems wit
identifying legal person’s final beneficiary; cudjo accounts — problems
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functions during last 6 months?; What irregulasitigere found in that process”

October: Money laundering and combatting terrofisancing in securities

Commission, Capital market, including money launtpiand combating terroris

[S

Il
n

k

2.

al

w

lS’

n

D

D



identifying final beneficiaries of securities, etc)
April 2010 — A seminar organised by Bankers’ Asation at Pali Resort. The
seminar was attended by the representatives dbaaiks, NBS and the APML.
Topics discussed: Typologies; suspicious transactporting; specific examples;

opened based on the STRs received.
March 2010 — Meeting at Palata «Srbija» Building)dsade. Meeting attended |
20 obligors. Topics: questions and answers aboet réquirements from th
AML/CFT Law, cases dealt with in practice; discessand comments about the |
of indicators.

The full list of training and feedback events ie tleporting period is attached.

Throughout 2010: bilateral meetings between the APahd individual banks|
Topics: STR quality; feedback to the obligor abth& humber of suspicious cag
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(Other) changes
since the last
evaluation

Special Recommendation IV (Suspicious transactioreporting)

Il. Regarding DNFBP

Recommendation | Provide for appropriate implementation of the refimy requirement by obligo
of the| DNFBP-s and lawyers, by means of ensuring that theye their own lists g
MONEYVAL indicators for recognizing ML/FT-related suspiciauansactions.
Report
Measures taken tpAccording the Article 23 of the AML/CFT Rulebookbl@or and lawyer ar¢
implement the obliged to, in their own lists of indicators, indel at least list of indicator
Recommendation | published in the APML web site.
of the Report
Recommendation | Ensure that for all obligor DNFBP-s and lawyers theML has developed lists
of the | indicators to guide obligors in recognizing ML/F&kated suspicious transaction
MONEYVAL make such lists clearly identifiable (by means ofddficial, publicly accessibls
Report reference number, or publication in an official sce).
Measures taken tpAPML has developed List of indicators regardingafining of terrorism.
implement thg APML has developed lists of indicators for all retpmy entities. Lists for
Recommendation | indicators, signed by APML director, and with itsroreference number, have be

of the Report

published on the web site of APML- apml.org.rs.s@llists of indicators were se
to obligors associations.

en
nt

Recommendation
of the
MONEYVAL
Report

Continue efforts aimed at developing and introdgcim well-structured
regular training sessions for compliance officeet¢) for obligor DNFBP-s ang
lawyers to fully understand their reporting requirents, in particular the new F
reporting requirement.

coordinated outreach program (for example, by meahsseries of seminars

Dy

— =

Measures taken t
implement the
Recommendation
of the Report

oln the period from October 2009 to November 20k¥e¢hvere many seminars f
following obligors:

From 12 October 2009 to 02 March 2010, professianabuntants were trained
several Serbian towns: Belgrade, Novi Sad, Kragageand Nis;

On 11 March 2010 real estate agents were trainedelyrade, as well a
supervisors for those obligors (Ministry of Tradeleervices). The list of trainin
and feedback events in the reporting period i<héte.

in

(7]

U7J

(Other)  change
since the las
evaluation
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2.3 Other Recommendations

In the last report the following FATF recommendatiavere rated as “partially compliant” (PC) or “non
compliant” (NC) (see also Appendix 1). Please, gpdor each one what measures, if any, have been
taken to improve the situation and implement thggestions for improvements contained in the

evaluation report.

Recommendation 3 (Confiscation and provisional meases)

Rating: Partially compliant

Recommendation
of the
MONEYVAL
Report

have necessary tools to clarify the applicationtloé relevant provisions an
regimes and ensure that they can make full useeoéxisting legal framework.

Measures taken t
implement the
Recommendation
of the Report

pFollowing the entry into force of the Law on Serf@onfiscation of Proceeds fro
Crime and its application, as well as after the eAs8lanagement Directora
became operational (1 March 2009), awareness atsand prosecutors’ office
was raised concerning the application of the prors on seizure/confiscation
proceeds from crime.

Awareness raising concerning the above law andéebessity of its implementatig
included 22 one-day seminars organised by the idlidicaining Academy fol
judges and prosecutors. The topic was ,Implemenmatof the Law on
Seizure/Confiscation of Proceeds from Crime“. Ttantng was attended by 72
judges and prosecutors.

As of March 2010, two-day seminars have been organifor judges an
prosecutors of the Higher courts together with tlodice, where practical cas
studies are discusses as well as practical impletien of the law. 6 two-da
seminars have been organized and attended by ¥68nse Three more seming
are planned to be held until the end of 2010. Thesminars are organized
cooperation with the US Embassy in Belgrade andX8€E Mission in Serbia. Th
lecturers at the seminar included forensic exp@&tdgrade University Law Schog
professors, Appellate Court judges, and justicah®fConstitutional Court.
Asset Management Directorate implements a Couriddusope project "Criming|
Assets Recovery Project".

Recommendation | To amend the legislation as necessary to:

of the - Clarify the scope of property subject to confisoafi

MONEYVAL

Report

Measures taken tpThe September 2009 amendments to the Criminal Gb&erbia (Official Gazette
implement the of the Republic of Serbia" No. 72/09) complementeticle 112 which defines the
Recommendation | meaning of terms used in this Code. Paragraph 2étile 112 introduces the term

of the Report

of property which covers any type of property relfess of its value. Besides, t
property is taken to mean any type of assets otype/of value generated from t
commission of a criminal offence, whether diredtiyough the commission of th
criminal offence or indirectly.

Meaning of Terms for the Purpose of this Code

Article 112

(36) Property is considered to be good of everydkitangible or intangible
movable or immovable, or the estimates and invaddudbcuments in any form th
proves right or interest in relation to such wéltoperty is considered income
other benefit that originates, directly or inditgcfrom criminal offence, as well i

S n o3

To review the current regime and satisfy themselvasthe competent authorities
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which it is converted or with which it is merged.

Article 3 of the Law on Seizure/Confiscation of Eeeds defines the meaning
terms used for the purposes of this Law, as follows

1) "Assets" shall denote goods of any kind, tangiblentangible, movable o
immovable, estimable or of inestimably great valaed instruments in an
form evidencing rights to or interest in such goéddsets shall also deno
revenue or other gain generated, directly or irodiye from a criminal offence
as well as any good into which it is transformeadvbich it is mingled with.

2) "Proceeds from crime" shall denote assets of ansact; cooperative witness
bequeather being manifestly disproportionate tthbislawful income.
3) "Third party" shall mean a natural person or alleggity to which the proceed

from crime have been transferred.

Recommendation - Ensure that value based confiscation can be appligtie case o
of the instrumentalities used in and intended for usehim ¢commission @
MONEYVAL ML, FT or other predicate offences;

Report

Measures taken toThe September 2009 Amendments to the Criminal G@dificial Gazette of the
implement the Republic of Serbia" No. 72/09) modify Articles 8Ada92, and they now read
Recommendation | follows:

of the Report

Seizure of Objects
Article 87

(1) The measure of Seizure of Objects may be siftet@bject that was intended
used to commit a criminal offence or originate frone criminal offense, whe
there is a danger that the object shall be re-tesedmmit a criminal offence, or
so required by the interests of general safetpomforal reasons seizure of objec
necessary.

(2) Application of this security measure shall bighaut prejudice to the right g
third parties to compensation of damages by thenatfr.

Conditions and Manner of Seizure of Material Gain
Article 92

(1) Money, items of value and all other materialngaobtained by a criming
offence shall be seized from the offender, andéhsseizure should not be possil
the offender shall be obligated to give in exchaoiper property that is adequate
the value of property acquired by criminal actesulting from criminal acts or pg
a pecuniary amount commensurate with obtained mhtgzin.
(2) Material gain obtained by a criminal offencallalso be seized from the leg
or physical persons it has been transferred to owtthcompensation or wit
compensation that is obviously inadequate to itsedwalue.

f

(3) If material gain is obtained by an offence doother, such gain shall be seized.

of

te
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Recommendation
of the
MONEYVAL
Report

Ensure that the legislation provides for the carditon of
instrumentalities when it is held by a third paftggal entity or
natural person);

Measures taken t
implement the

DSeptember 2009 amendments to the Criminal Codeic{@ffGazette of thg
Republic of Serbia" No. 72/09) modify Articles 8Aca92, and they now read

Recommendation

follows:

28



of the Report

Conditions and Manner of Seizure of Material Gain
Article 92

the offender shall be obligated to give in exchamidper property that is adequate
the value of property acquired by criminal actesulting from criminal acts or pg
a pecuniary amount commensurate with obtained rahtgin.
(2) Material gain obtained by a criminal offencallalso be seized from the leg
or physical persons it has been transferred to owtthcompensation or wit
compensation that is obviously inadequate to itsedwalue.

(3) If material gain is obtained by an offence doother, such gain shall be seize

(1) Money, items of value and all other materialngaobtained by a criming
offence shall be seized from the offender, andéhsseizure should not be possil

Recommendation - Remove the limitation to offences punishable bieast 4 years
of the imprisonment under article 33

MONEYVAL

Report

Measures taken tpThis issue will be considered under Council of Fer@nd Ministry of Justice’

implement
Recommendation
of the Report

the

Asset Management Directorate: "Criminal Assets RegoProject”.

Also, the implementation of the project of the l@ditNations on terrorism will b
soon started, and it will include the analysistaf entire legislation against all ti
counter terrorism and counter terrorism financitandards (UN, FATF, CoE, E
directives).

[72)
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Recommendation | Speed up the implementing measures required itioalto the Law on Seizure af
of the | confiscation of the proceeds from crime (appointnoémelevant persons, adoptig
MONEYVAL of internal acts, etc) and ensure that competetharties are adequately traine
Report in the application of these new provisions.

Measures taken toCourts have started to apply the Law on Seizurdi€zation of Proceeds, while th
implement the Asset Management Directorate became operational iarch 2009 and it has 2
Recommendation | employees according to its jobs systematisation.

of the Report

Until now, three confiscation judgments have beasspd and around 70 decisig
on seizure of property with respect to which thare reasonable grouds to hg
derived from crime. Asset Management Directorateerilly manages:
- 73 real estate,

- 100 automobiles,

- 2.000.000 EUR in cash,

- 15 companies, etc.

Seized property is assessed to appr. EUR 200,000@0

Out of the total number of seizure decisions, theree so far been none related

they have seized the following: 3 apartments irgBale, 3 apartments and 1 hot
in Novi Sad, agricultural facility with 450 ha ofMped land and 600 ha of lar
rented to a long term, as well as 1 vehicle (makerdédes). Seized proper
belongs to the perpetrators of criminal offencewels as their relatives and persqg
related to them, but also to persons to whom ptgpers been transferred.

ns
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the financing of terrorism crime. 4 seizure decaisiconcern money laundering, and
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(Other) change
since the |las
evaluation
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Recommendation 7 (Corespondent banking)

Rating: Partially compliant
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Recommendation | Serbian authorities should require financial instibns to document respective
of the | AML/CFT responsibilities for each party in the cespondent relationship so that
MONEYVAL there is no confusion between the financial insttuand respondent bank about
Report which one will carry out AML/CFT requirements.
Measures taken toThe Law amending the AML/CFT Law addressed thisidsdy Article 6 of
implement the proposed Law, which reads as follows:
Recommendation | “The obligor shall specifically provide and docurheim the contract based gn
of the Report which loro correspondent relationship is estabtishdne money laundering and
terrorism financing related obligations for eachtyaThe obligor shall keep the
contract in accordance with the law.”
Recommendation | While use of payable-through accounts appears mdiet common in Serbia, this
of the | practice should either be prohibited by law or shibiave obligations attached tolit
MONEYVAL to ensure that appropriate CDD is conducted andtitinsons share relevant
Report information should the practice become establishetie future.
Measures taken tpPayable-through accounts will be prohibited by @eti6 of the law amending the
implement the AML/CFT Law. Article 6 adds new Paragraph 5 andn6Aiticle 29 of current
Recommendation | AML/CFT Law. New provision reads as follows:
of the Report “(6) The obligor can not establish a loro correggent relationship with a foreigh
bank or any other similar institution based on Wwhstich foreign institution maly
use the account with the obligor to operate diyastth its clients.”
(Other)  changes
since the last
evaluation
Recommendation 11 (Unusual transactions)
Rating: Partially compliant
Recommendation | Serbian authorities should ensure that capital rearparticipants, bureaux de
of the| change, persons dealing with postal communicatioraey remitters, and foreign
MONEYVAL exchange operators are required to pay specialndithe to unusual transactions,
Report examine the background and purpose of transactimsset forth those findings |n
writing.
Measures taken toLaw amending the AML/CFT Law addressed this issyeAlticle 7, which adds
implement the new Article 29b in the current AML/CFT Law. New Aate 29b reads as follows:
Recommendation ” Unusual transactions
of the Report Article 29B
(1) The obligor shall pay special attention to ttemsactions characterized by their
complexity and unusually high amount, unusual mammevhich they are carried
out, the value or the mutual relation of transaxiwith no economically or legally
justifiable purpose, or which are not consisterthweir which are disproportionate to
the usual, i.e. expected, business operations eotctistomer, as well as to other
circumstances related to the status or other cteistics of the customer.
(2) The obligor shall establish the basis and psepof the transactions referred| to
in paragraph 1 of this Article, and make a writtdficial note thereof. The obligar
shall keep the official note referred to in thigiéle in accordance with the law.”
Recommendation | Serbian authorities should ensure that financiastitutions, particularly those
of the | outside of the banking sector, are capable of adesjy identifying unusual
MONEYVAL transactions, particularly through additional traimy and developing better lists pf

31



(2]
—

Report indicators that match the market activities of imancial institution.

Measures taken toOn seminars witch were held in Serbia special fitteris dedicated to identifyin
implement the unusual transactions, which do not mach with ubahhviour of customer. The li
Recommendation | of training and feedback events in the reportingopkis attached.

of the Report

(Other) changes

since the last

evaluation

Recommendation 12 (DNFBP — 6, 8-11)

Rating: Non compl

iant

Recommendation
of the Report

Serbian authorities should assist DNFBP-s on howdémtify foreign officials anc
apply enhanced due diligence, per the new requintsnaf the AML/CFT Law. Thi
could include additional training seminars and atilzhal instruction on assessir
risk.

)

(%)

Measures taken t

pSeminars and workshops which were held in the desfoAugust 2009 to Octobg

1\

=

e

implement thg 2010 one of the most important topic on seminars iwaord keeping obligation.
Recommendation

of the Report

Recommendation | Serbian authorities should adopt explicit requirenisefor DNFBP-s to develo
of the | policies and procedures to mitigate the use ofnetdgical developments for th
MONEYVAL purposes of ML and FT when conducting risk assaessne

Report

Measures taken tpDraft AML/CFT Law addressed this issue, by theidket 7, which reads as follows:
implement  the “New Technologies

Recommendation Article 29A

of the Report

(1) The obligor shall pay special attention to theney laundering o
terrorism financing risk arising from the applicatiof new technologies which mg
allow for client anonymity (e.g. e-banking, useAdfMs, telephone banking, etc.).

(2) The obligor shall introduce procedures and tdtditional measures
eliminate the risks posed by and prevent the misdisgew technologies for th
purposes of money laundering or financing of tésrar’

D.

y

D O

Recommendation
of the
MONEYVAL
Report

Until Serbian authorities have determined in whadhuntries financial institutions
are permitted to rely on third parties, there caa ho implementation of th
provision. Serbian authorities should work to issie sub-law in preparation an
the list mentioned in Article 24.

o o

Measures taken t
implement the
Recommendation
of the Report

oMinister of Finance, on 1 March 2010 issued a Ruotéb concerning thg¢
methodology for the implementation of tasks pursuarnhe Law on the preventig
of money laundering and terrorism financing (heaéter: AML/CFT Rulebook),
AML/CFT Rulebook addressed this issue by Article &hich reads as follows:
“Countries which, based on the data held by int&nal organizations and da
held by the APML, do not apply AML/CFT standards as follows:
1) Uzbekistan;
2) Turkmenistan;
3) Pakistan;
4) Sao Tome and Principe;
5) Azerbaijan.”

ta

Recommendation

As many DNFBPs indicated that they were not awdreany requirements t
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of the | maintain records about their clients and in facid chot keep such records, the
MONEYVAL Serbian authorities should ensure that DNFBPs fullglerstand and comply with
Report their record keeping obligations

Measures taken tpSeminars and workshops which were held in the desfoAugust 2009 to October
implement the 2010 one of the most important topic on seminars megord keeping obligation.
Recommendation | The list of training and feedback events in theorépg period is attached.

of the Report

Recommendation | As the AML/CFT Law only requires obligors to pagapl attention to all complex

of the Report

unusual large transactions or unusual patters ahactions that have no appare
or visible economic or lawful purpose when deveigpa list of indicators ang

evaluation team has concerns about the sector'ditybto implement thg
requirements of Recommendation 11.

Serbian authorities have not provided a list of idadors for DNFBP-s, the

Measures taken t
implement the
Recommendation
of the Report

oLaw amending the AML/CFT Law addressed this isspadw provision in the

Article 7, which reads as follows:
“Unusual transactions
Article 29B

(1) The obligor shall pay special attention to ttemsactions characterized by th
complexity and unusually high amount, unusual maimevhich they are carrie
out, the value or the mutual relation of transaxtiwith no economically or legall
justifiable purpose, or which are not consisterthwir which are disproportionate
the usual, i.e. expected, business operations eotctistomer, as well as to oth
circumstances related to the status or other cteistics of the customer.
(2) The obligor shall establish the basis and gsepof the transactions referred
in paragraph 1 of this Article, and make a writtdficial note thereof. The obligg
shall keep the official note referred to in thigigle in accordance with the law.”
According the new provision, obligor must pay specattention to unusug
transaction, not only when developing the listsimdicators, so by adoptin
AML/CFT Law, the requirements under the Recommaendadl1 are fully met.
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Recommendation
of the
MONEYVAL
Report

While the evaluation team finds the list of indizatto be insufficient to meet t
requirements of Recommendation 11, the Decisidd¥d Procedure does meet t
requirements of Recommendation 11 in regards tangagpecial attention tq
unusual transactions and examining the background purpose of transactior
and setting forth those finding in writing, howevieris not applicable to al
financial institutions. Serbian authorities showddsure that the provisions of t
Decision on KYC Procedure also apply to DNFBP-s.

ne
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Measures taken t

oNew provision in the Law amending the AML/CFT Laddaessed this issue, so t

he
al

Al

implement the obligor, including DNFBP’s, will be obliged to pagpecial attention to unusu
Recommendation | transaction and examining the background and perpbsansaction.

of the Report

Recommendation | Serbian authorities should ensure that DNFBP-s @&apable of adequatel
of the | identifying unusual transactions, particularly thwgh additional training and
MONEYVAL developing better lists of indicators that match tharket activities of the financi
Report institution.

Measures taken tpAccording the Article 65 of current AML/CFT Law, AL has issued Lists 0
implement the indicators for the following reporting entities-DBP's:

Recommendation 1) Lawyers and lawyer partnerships;

of the Report

2) Organizers of games of chance operated on thenbttdry telephone, or i
any other manner using telecommunication networks;

3) Accountants and
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4) Tax advisors.
Lists of indicators have published on the web aitAPML(apml.org.rs.).
According the Article 23. of AML/CFT Rulebook, atbligors have obligation ta,
when developing their own list of indicators, ireithlists include lists of indicators
from web site of APML.
From August 2009 to November 2010 in Serbia werkl meany seminars,
workshops , etc. targeting different types of odulig
About 220 professional accountants were traingtiérdifferent Serbian towns, and
the main topics in those seminars were: AwarenessirR) on AML/CFT, record
keeping, and how to recognize unusual transactidrich does not have visible
lawful or economic purpose.
Seminar for real estate agents, was held in Bedgraad about 20 real estate agents
were trained how to use risk based approach, dsawdiow to recognize unusual
transaction in their daily work.
(Other)  changes
since the last
evaluation
Recommendation 14 (Protection & no tipping-off)
Rating: Partially compliant
Recommendation | It is recommended to the Serbian authorities to endke necessary legal
of the | amendments to ensure that:
MONEYVAL
Report a) DNFBPs are protected from criminal liability for égch of any restriction
on disclosure of information if they report theirspicions in good faith to
the APML;
Measures taken tbThe Law amending the AML/CFT Law addressed thisdésdy amending Article
implement the 73 paragraph 2 of current AML/CFT Law. New provisi@ads as follows:
Recommendation “The obligor, lawyer and their employees shall net Held liable, eithe
of the Report disciplinary or criminally, for any breach of thebligation to keep the business,
banking or professional secrets, in the followiirgumstances:

1) when they send data, information and documemtato the APML in
accordance with this Law;

2) when they process data, information and docuatiemt in order to
examine customers or transactions with respect hiclwthere are reasons far
suspicion of money laundering or terrorism finamgin

Recommendation b) Expand the tipping-off provisions to include notyothose cases where|a
of the STR or related information has been reported bgbakhen it is in the
MONEYVAL process of being reported to the APML.
Report
Measures taken toThe Law amending the AML/CFT Law addressed thigdsBy Article 17, which
implement the amending Article 73 Paragraph 1 of current AML/CE&w, which reads as
Recommendation | follows:
of the Report “The obligor, lawyer and their employees, includithgg members of the
governing, supervisory or other managing bodies,any other person having
access to the data referred to in Article 81 oksthaw shall not disclose to the
customer or any other person the following:
1) That the APML was sentr is being sent data, information andg
documentation on a customer or transaction wittpees to which there is
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suspicion of money laundering or terrorism finamgin
Bank is in obligation to conduct continuous tragiof its employees as prescribed
in the Section 20 of Decision on Minimum Contentshe Know Your Client and
Tipping of is one of the topics of these seminars.
Recommendation | Serbian authorities should ensure that these piowss are appropriately
of the | implemented, through issuing adequate guidancéligars concerning tipping off,
MONEYVAL so that DNFBPs and their employees fully understhedscope of the safe harbour
Report and tipping off requirements and are aware of apds#tive to these issues when
conducting CDD.
Measures taken tpRecently adopted document “STR Guidelines” contgingvisions referred to
implement theg tipping off. According to these provisions it iglidden to tip off information that
Recommendation | obligor has reported or is preparing to reporthte EIU about client or transaction
of the Report under suspicion for money laundering of terroliisafcing.
These Guidelines also prescribes obligation toothigyors that all employees haye
to be informed about these Tipping off provisionkjch should also be the part pf
AML/CFT trainings, as well as about possible conseges in case of disregarding
of the provisions.
(Other)  changes
since the last
evaluation
Recommendation 15 (Internal controls, compliance athaudit)
Rating: Partially compliant
Recommendation | Article 39 of the AML/CFT Law exempts obligors wligss than four employees
of the | from designating an AML/CFT compliance officer, asing different obligations
MONEYVAL on small and large obligors. Serbian authoritieogld amend the law to remoye
Report this exemption.
Measures taken tbThe Law amending the AML/CFT Law addressed thisdsBy Article 16, which
implement the reads as follows:
Recommendation | “Article 39 Paragraph 2 is deleted
of the Report By this amendment, existing exemption shall be needo
Recommendation | While there is no blanket requirement for financiastitutions to utilize a st
of the | procedure for screening employees to ensure a stighdard, sectoral laws haye
MONEYVAL set specific requirements for hiring employeesiwithe sector. Serbian authorities
Report should require a set procedure for all financiakfitutions to screen employees|to
ensure a high standard across all institutions.
Measures taken tbThe Law amending the AML/CFT Law addressed thisddsy Article 13, adding
implement the new provision in the current Law, which reads diofes:
Recommendation | “Integrity of employees
of the Report Article 44A
(1) The obligor shall establish the procedure acliog to which, at the time of
recruitment for the job where the provisions ofsthaw and regulations passed
according to this Law are applied, the candidate $mch job is evaluated tp
establish if they have been convicted for any efcttiminal offences through which
illegal proceeds are acquired or any of the crimlinfences linked to terrorism.
(2) Other criteria shall be evaluated too in thedpedure referred to in paragraph|1
of this Article based on which it is establishedettler the candidate for the jgb
referred to in paragraph 1 of this Article meet® thigh professional and moral
qualities.”
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Within the National Bank of Serbia NBS
BANK SUPERVISION

For example, in one of sub-laws there is obligaf@rbanks to provide certain data

together with an application for the issue of alkbaperating license, such g
organizational structure of staff and length ofvemr for each job post, as well
the plan staffing schedule which has to supportpla@ned expansion of bank
activities and organizational network, human reseurcapacity including
qualification structure of staff.

Association of Serbian banks issued “Code of peifesl banking conduct
(issued with approval of NBS) which in the Itemrégcribes responsibilities of th
bank employees as cited bellow:

“4. Responsibilities of the staff employed. Profesal attitude towards wor
will assist the staff employed in banks to maintamal build confidence in the safg
and integrity of the banking system. In this cohtetaff employed in banks shall:

« uphold laws in force and supporting regulatiamsistently implementing

business policies of the bank and internal workcedoires adopted by the bal
(legality):

« refrain from overstepping authority vested updment, and in al
circumstances shall act in the best interests efbinks, restraining from beirn
influenced by their personal gains, i.e. shall dvall the situations that may gi
cause to the conflict of interest (accountability);

 keep banking and business confidentiality ane éar protection of data in

accordance with law (business confidentiality);

+ conduct themselves and act in a conscientiouseco and courteous

manner with clients, amongst themselves as colkesggand in the relations wit
their superiors (courtesy);

» conduct themselves with clients in a consistendt ethical manner, meanir

that the staff employed shall respect the princgdlequitable treatment of clients,

i.e. they shall refrain from all forms of harassiérat is strictly prohibited, as we

as from any form of discrimination, especially iaspect to race, nationality,

religion, political views, or philosophical stan@®nsistency);

« provide their clients will clear information thaave been requested frg
them and respond to the applications submittedomptains lodged in a timely arj
appropriate fashion (accessibility to information);

* respect property of the bank and, in generagrirappropriate manner use

the facilities placed at their disposal in the estiemn of their duties (correctness);

NBS — VOLUNTARY PENSION FUNDS SUPERVISION

The Proposed Law on Amendments and Changes toomawoluntary Pension
Funds and Pension Schemes is currently in the gooeen the National Assembly
of the Republic of Serbia. After the adoption oé thbove mentioned Proposeg
Law, secondary legislation regarding requiremerds liiring employees of
voluntary pension fund management compawitisoe adopted.

According to the Code of business ethics of VolgnRension Fund Manageme

Companies, Voluntary Pension Fund Management Commpanust work with the
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parties respecting the good business practicesciordance with the rules contained

in the guidelines and standards of Association afluktary Pension Fund

Management Companies and rules provided by intemat professional
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associations especially when it is found that thererisk factor related to the par
i.e. it is estimated that there is a suspicioussaation.

Articles 127 and 128 of Law on securities and oftr@amcial instruments prescribes
conditions under which broker/dealer company mayope business activities, as

well as procedure for licensing brokers, investnaehtisors and portfolio manage

Articles 127 and 128 reads as of Law on securdi@sb other financial instruments

follows:

“Article 127

A broker-dealer company may perform activities meféd to in Article 124
paragraph 1 of the present Law if it meets the irequents regarding staff an
organizational capacities and technical equipmientonformity with the preser;
Law and the act of the Commission.

ty
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Staff capacity of the broker-dealer company in geohparagraph 1 of the present

Article, shall be at least one person permanemtipleyed with the broker-dealer

company, with the license to conduct broker adgsit
The broker-dealer company may perform activitiekerred to in Article 124

paragraph 1, sub-paragraph 4 of the present Laut, rfieets the requirements

specified in paragraph 1 of the present Articled @aermanently employs at leg
one person with the license to perform portfolicnager activities.
The broker-dealer company may perform activitiekerred to in Article 124

paragraph 1, sub-paragraph 7 of the present Laut, nfeets the requirements

specified in paragraph 1 of the present Articled asrmanently employs at leg
one person with the license to perform investmensaltant activities.

The Commission shall prescribe detailed conditifimsperforming activities of a
broker-dealer company regarding its organizatiomapacity and technical

equipment.

A broker-dealer company may engage intermediagiesitry out its activities.

In addition to intermediaries, broker-dealer conips shall be held accountable
acts and damages done in the course of extendiviges by the intermediaries.

By its act, the Commission shall determine in déte types of transactions whic

the intermediaries can perform, and/or the condfitithe physical persons and le
entities shall meet in order to perform intermegidgransactions, and th
Commission shall keep the registry of intermedgarie

Licenses for Brokers, Investment Advisors and BbafManagers

Article 128

Transactions of broker, investment advisors andf@ar manager shall only b
performed by natural persons holding a valid lieerfer engaging in suc

transactions.

The Commission shall organize the training andigthe test for obtaining the tit

of broker, investment advisor and portfolio managerd shall issue the certificate

on obtaining the mentioned titles, grant license derforming such activities, &
well as keep a registry of persons possessing itemde for performing theg
activities.

The Commission shall grant the license for perfagractivities of a broker, if th
applicant for obtaining the license meets the foily requirements

or
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1) has successfully passed test for obtainingitlleeof a broker;

37



2) fulfils the conditions referred to in Article 88ub-paragraph 1 of the presg
Law;

3) not previously having his/her license for pamforg such activities revoked.
The Commission shall grant the license for perfogractivities of an investmel
consultant and portfolio manager if the applicamtdbtaining the license meets t
following requirements:

1) successfully passed test for obtaining ithee bf investment consultant and
portfolio manager;

2) fulfils the conditions referred to in Article 88ub-paragraph 1 of the presg
Law;

3) not previously having his/her license for pemfiorg such activities revoked;

4) possession of a university degree;

5) at least three years of experience with seegritiansactions

The Commission shall issue the license for perfognthese activities to a pers
who has obtained the title of broker, investmemtsedtant and/or portfolio manag
abroad, after completed nostrification of the appede certificate, in case thg
fulfill other conditions from paragraphs 3 and 4tfug Article.
The Commission shall perform nostrification of tetificate from paragraph 5 ¢
the present Article in the manner prescribed byads and the agreements clog
between the Commission and foreign institutions petent for supervision.

The Commission may temporarily, for the maximumigebof three months, forbi
a person who has obtained the license of brokeesiment consultant and/
portfolio manager to perform those activities daeviblation of the provisions @
the present Law regarding the rules of safe amdfarations.
The Commission shall revoke the license from a &roknvestment consultar
and/or portfolio manager, if the person:

1) is sentenced by a finally binding court decidionthe criminal offence specifie
in Article 86, paragraph 1, sub-paragraph 1 ofptessent Law;

2) has committed a serious violation of provisiofshe present Law in Article 86
paragraph 1, sub-paragraph 2 of the present Law;

3) has previously performed activities for whick tltense had not been granted.
Requirements for Election and/or Appointment of Members of Management

Article 86

As a management member can be elected a persarhéon the consent specifig
in Article 85 of this Law was granted, and:

1) who has not been sentenced by a finally bindiogrt decision for criminal

offences against labor relations, economy, propeagyministration of justice
money laundering, public order and legal transastiand the line of duty, as we
as for other criminal offence specified by this Lafer which the minimum
prescribed punishment is one year imprisonment;

2) who has not committed a serious violation ofvmions of this Law relating t
the rules of safe and fair operation, to the pritioib of the use and disclosure
privileged information, and/or to the prohibitiofi manipulative practice, busine
morality rules, conscientious operation and rulesisk management or has not
any other way severely jeopardized interests ofghsicipants in the regulatg
market.
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The stock exchange management member shall nothédepérson who is
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management member:

1) of another market operator or their employee;

2) of a broker-dealer company or an authorized pank

3) of a bank with which the stock exchange hased@scontract;

4) persons related to the persons specified insittrand 2 of this paragraph.

The management member shall have an appropriateelsgseputation and at leg
three years of professional experience acquiraxgpérations involving securities
the country or abroad, in activities:

1) in a broker-dealer company;

2) in the securities and/or financial derivativastenge;

3) in a bank;

4) in a company managing investment or voluntanygmon funds;

5) in an insurance company;

6) at the National Bank of Serbia, state agencyrganization, or a legal entit
conducting operations involving securities for tmount of the state as entrus
operations;

7) in the Commission;

8) at the Central Registry

9) of a scientist in the field of securities, inttigd law, accounting, and audit;

10) of a business company or other legal entithénactivities involving finance.
Stated above, are the Articles from the Law on sgéesi and other financig
instruments (Law on investment funds has very simdrticles concerning th
conditions for employment.)
Also, these articles have thoroughly been regulatedy-Laws and, lets say
extended to the certain point they are supposde te within the boundaries set
law.

Since this Law (on securities) has been put inteefg2006), Serbian financi
institutions have also thoroughly been implementthg fit/proper” standard (set i
European documents).

As one can see, these provisions include, amorigst eondition of nobeing
sentenced for criminal offences against money lating

(Other)  changes
since the last
evaluation

Recommendation 16 (DNFBP — R.14, 15 & 21)

Rating: Non compliant

Recommendation
of the
MONEYVAL
Report

It is recommended to the Serbian authorities to endke necessary leg
amendments to ensure that:
(a) DNFBPs are protected from criminal liability for é&ach of any restrictior
on disclosure of information if they report theirspicions in good faith t
the APML;

Measures taken t
implement the
Recommendation
of the Report

OLaw amending the AML/CFT Law addressed this issyeAlticle 19, which

amending Article 75 of current AML/CFT Law, so timew provision reads g
follows:

“Obligor, lawyer and their employees shall not bedhéable, either
disciplinary or criminally, for any breach of thebligation to keep the busineg
banking or professional secrets, in the followiirgumstances:

1) when they send data, information and documemato the APML in
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accordance with this Law;
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2) when they process data, information and docuatiemt in order to
examine customers or transactions with respect hichvthere are reasons fq
suspicion of money laundering or terrorism finamgin

Recommendation (b) Expand the tipping-off provisions to include notyothose cases where
of the STR or related information has been reported bsbakhen it is in the
MONEYVAL process of being reported to the APML.

Report

Measures taken toThe Law amending the AML/CFT Law addressed thisésby Article 17, which

implement the
Recommendation
of the Report

amending Article 73 Paragraph 1 of current AML/CEaw, which reads a
follows:

“The obligor, lawyer and their employees, includithge members of th
governing, supervisory or other managing bodies,any other person havin
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access to the data referred to in Article 81 osthaw shall not disclose to the
customer or any other person the following:

2) That the APML was sentr is being sent data, information and
documentation on a customer or transaction witlpees to which there is
suspicion of money laundering or terrorism finamgin

Recommendation | Serbian authorities should ensure that these piongs are appropriately
of the | implemented, through issuing adequate guidancéligars concerning tipping off,
MONEYVAL so that DNFBPs and their employees fully understhedscope of the safe harbour
Report and tipping off requirements and are aware of amds#tive to these issues when
conducting CDD.
:\r/lnep?grlgeeﬁt take?héol?ec_ently adopted_ document “STR_ _Guid_el_ine_s” conta;il_nsvisit_)ns refe_rred to
Recommendation tipping off. According to _these provisions it igtiédden to tip o_ff information that
of the Report obligor has reported or is preparing to report fhd about client or transaction
under suspicion for money laundering of terroliisafcing.
These Guidelines also prescribes obligation toothigyors that all employees haye
to be informed about these tipping off provisiowhjch should also be the part pf
AML/CFT trainings, as well as about possible conseges in case of disregardipng
of the provisions
Recommendation | Specify the procedure for executing internal pekciand controls aimed at
of the | prevention of ML/FT, as defined by Articles 45 loé tAML/CFT Law; provide
MONEYVAL guidance and training for all obligor DNFBP-s andwyers to assist them |n
Report developing adequate internal controls to prevent ML
Measures taken tpMinister of finance issued AML/CFT Rulebook on laMh 2010. Part Il of
implement thg AML/CFT Rulebook, stipulated provisions concerningternal policies and
Recommendation | controls. The Articles 8 and 9 of Rulebook read®odsws:
of the Report “Article 8
The purpose of the internal control referred tditicle 44 of the AML/CFT Law
is the prevention, detection and remedying of ificiehcies found in the
implementation of the AML/CFT Law, as well as tmeprovement of the internal
systems for the detection of transactions and psrsospected of money laundering
or terrorism financing.
In the performance of internal controls, the oldigmitity is required to carry out
checks and tests of the application of the AML/CBYstem and adopted

procedures, using the method of random samplether appropriate method.
Article 9
In case of change in the business processes ofoliigor (for instance

organizational change, business procedures chartgeguction of a new service
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the obliged entity is required, in the performawnéghe internal control, to cheg
and harmonise its procedures so that they are atietpr the implementation of th
AML/CFT Law.

The obliged entity is required to verify the coraplte of its system and procedu
for the purposes of application of the AML/CFT Laag well as application of sug
procedures, once a year, and each time when aehafegred to in paragraph 1
this Article occurs, no later than the day of inwiotion of such change into tf
business offer.

Article 10

The obliged entity and the management bodies ef ahliged entity shall b
responsible for the provision and organization rma&linal controls over the tas
performed at the obliged entity according to the 4GFT Law.

The obliged entity shall determine, in its legalcdment, the powers ar

and other entities in the obliged entity in the lempentation of the internal control
as well as the manner and schedule of internatalstit

Recommendation
of the
MONEYVAL
Report

Amend the AML/CFT Law to require obligors havingsléhan four employees
appoint a compliance officer.

Measures taken t
implement the
Recommendation
of the Report

0The Law amending the AML/CFT Law addressed thigdsBy Article 16, which
reads as follows:

“Avrticle 39 Paragraph 2 is deletéd.

By this amendment, existing exemption shall be needo

Recommendation
of the
MONEYVAL
Report

Provide for adequate implementation of the requaetmto conduct an internd
audit of AML/CFT compliance.

Measures taken t
implement the
Recommendation
of the Report

pAccording the Articles 10 and 11 of AML/CFT Rulethgaeporting entities hav
obligations to organize internal controls and tceper year make reports. Abo
mentioned Articles reads as follows:
“Article 10

The obliged entity and the management bodies ef dhliged entity shall b
responsible for the provision and organization ra&linal controls over the tas
performed at the obliged entity according to thelAGFT Law.
The obliged entity shall determine, in its legalcdment, the powers arj
responsibilities of the management bodies, orgéinizainits, compliance officers
and other entities in the obliged entity in the lempentation of the internal control
as well as the manner and schedule of internatasnt

Article 11
The obliged entity shall make an annual report eamag the internal control
performed and measures undertaken following suatrais until the 15 of March
of the current year for the previous year.
The annual report referred to in paragraph 1 of thiticle shall contain thg
following data:
1) number of reported cash transactions in the atmfUEUR 15,000 or more, in it
RSD equivalent;
2) number of transactions or persons reported sigested to be related to mon
laundering or the financing of terrorism;

responsibilities of the management bodies, orgéinizainits, compliance officers
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3) number of transactions or persons suspected telated to money laundering

41



the financing of terrorism that have been repottethe compliance officer by th
obliged entity's employees, but were not reportettié APML;

4) number of established business relationshipsrevitiee client's identity wal
established based on a qualified electronic ceatiéi of the client, as well as t
number of business relationships established tlrdlg attorney;

5) frequency of certain suspicious transactiondattirs used (hereinafter referred
as: indicators) by obliged entity's employees wheporting transactions to th
compliance officer;

6) number of internal controls performed basedhismrulebook, as well as finding
of the internal controls (number of mistakes fowardl remedied, description
mistakes found, etc.);

7) measures undertaken based on the internal topedormed;

8) data on the performed internal control of infatibn technologies used in th
implementation of the provisions of AML/CFT Law @pection of data transmitte
electronically, keeping of client data and transenst in a centralized database);
9) data on the content of training curriculum cono®y the detection an
prevention of money laundering and terrorism finagc venue and persor
implementing the training curricula, number of eaygles trained, as well as
needs assessment for further training and improxenfahe employees;

10) data on the measures undertaken to keep qatsenting official secret;

11) number of established business relationshiprevh third party was relied g
for certain customer due diligence actions and omeas

The obliged entity shall send the report refer@éhtparagraph 1 of this article
the APML and the bodies charged with supervising ittmplementation of th
AML/CFT Law, at their request within three daysrfradhe date of filing of suc
request. “

Recommendation
of the
MONEYVAL
Report

Provide for adequate implementation of the requeemto provide regula
professional training for employees carrying outks of prevention and detecti
of ML/FT.

Measures taken t
implement the
Recommendation
of the Report

0AML/CFT Rulebook addressed this issue by Article iBich reads as follows:
“Professional education, training and improvemannticula for employees in th
obliged entity and lawyer referred to in Article paragraph 3 of the AML/CF]
Law shall contain at least the following:

1) annual number of trainings planned,;

2) annual number of employees planned to be traiagdvell as the profile of th
employees for which the trainings are intended;

3) AML/CFT topics that will be covered in the traigs;

4) manner of implementation (seminars, workshofs).&

Recommendation
of the
MONEYVAL
Report

Measures taken t
implement the
Recommendation
of the Report

0The Law amending the AML/CFT Law addressed thisas Article 13, adding
new provision in the current Law, which reads dloves:
“Integrity of employees
Article 44A
(1) The obligor shall establish the procedureoetiog to which, at the time d

Provide for screening procedures to ensure highddads when hiring employees.
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recruitment for the job where the provisions ofsthiaw and regulations pass

according to this Law are applied, the candidate sach job is evaluated 1o

ed
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establish if they have been convicted for any efatiminal offences through whig
illegal proceeds are acquired or any of the critniff@nces linked to terrorism.

(2) Other criteria shall be evaluated too inphaecedure referred to in paragrapl
of this Article based on which it is establishedetlter the candidate for the jq
referred to in paragraph 1 of this Article meets ttigh professional and mor
qualities.”

n 1l
Db
al

Recommendation | Revise and update the list of the countries whixhat apply or insufficiently apply
of the| the FATF Recommendations; establish enforceableguares for that list to be
MONEYVAL recognized and duly applied by obligor DNFBP-s tawdyers.
Report
Measures taken tpList of countries which do not apply the FATF Reenendations is revised and
implement the issued by Minister of finance in the AML/CFT Ruleibo Article 21 of AML/CFT
Recommendation | Rulebook reads as follows:
of the Report " Article 21
Countries which, based on the data held by intéomal organizations and data
held by the APML, do not apply AML/CFT standards as follows:
6) Uzbekistan;
7) Turkmenistan;
8) Pakistan;
9) Sao Tome and Principe;
10) Azerbaijan.”
(Other)  changes
since the last
evaluation
Recommendation 17 (Sanctions)
Rating: Partially compliant
Recommendation | Ensure coverage of all requirements of the AML/QRIv under the sanctioning
of the | provisions (at least Articles 28.2, 40 and 73).
MONEYVAL
Report
Measures taken tbThe Law amending the AML/CFT Law addressed thiggss the Article 23, which
implement the adds new Items in paragraph 1 Article 88 of curieNtL/CFT Law. New Items
Recommendation | read as follows:
of the Report “19a) Fails to conduct enhanced customer due diligegnt®ns and measures
referred to in Articles 2% 31 of this Law in cases when, in line with the prists
of Article 7 of this Law, it assesses that, due to the natdreh® business
relationship, form and manner of the executionrafsaction, customer's busingss
profile, or other circumstances related to the austr, there is or there may be a
high money laundering or terrorism financing rigkticle 28 paragraph 2);
30a) Fails to ensure that the tasks of the compliaffieer and deputy compliance
officer, referred to under Article 39 of this Laare carried out by a person which

meets the requirements stipulated under Articlefaiis Law (Article 40;”
Article 73 of Current Law is already under sandtign provision. Article 91
Paragraph 1 Item 7) reads as follows:

“7) Acts contrary to the provisions of Article ,7@aragraph 1 of this Law.”

Eliminate the grounds for uncertainty and confusiabout applicability of
pecuniary sanctions under the AML/CFT Law and adstritive sanctions unde
various sectoral laws.

Recommendation
of the
MONEYVAL
Report
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Measures taken t
implement the
Recommendation
of the Report

DAML/CFT Law Article 82 paragraph 2 prescribes if BBwhen conducting
supervision, establishes irregularities in the enpéntation of the Law shall act
follows:

1) demand that the irregularities and deficientiesremedied in the perig
which it sets itself
This is provided by issuing corrective measuresufgervised obligor such as
written warning, send ordering letter etc.

2) lodge a request to the competent bimdythe institution of adequate

procedure
NBS prepares and sent to a Prosecutor and Coapogal of economic offence af
Court make final decision about punishment

3) Take other measures and actions fachwihis authorized
Those other measures are possibility of pecunianct®ons for obligor and it
management given to NBS within provisions of LawBanks.
The Law on Banks ("RS Official Gazette" No. 107/2Pfrovide, in case of breag

of regulations, only a possibility and right to sagsor, but not an obligation, 1o

declare the fine to bank, as well as to a membehetoard of directors and ftf
executive board of a bank. National Bank of Setsias that right only in case
significant irregularities and large exposure te tisk of money laundering arj
terrorist financing.

In this way the grounds for uncertainty and cordnsiabout applicability o
pecuniary sanctions are eliminated.
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Recommendation | Provide for a full-scale applicability of adminiative sanctions available fqg
of the | prudential purposes in case of AML/CFT incompliaffoe example, revocation ¢
MONEYVAL license of banks, pension funds, broker/dealer emias, investment funds).
Report

Measures taken tpNBS

implement the According to the provisions of the AML/CFT Law &l 84 the National Bank d
Recommendation | Serbia supervise activities of banks, exchangeesf, voluntary pension fund

of the Report

insurance companies and financial leasing compaAigisle 82 paragraph 2 NBS$

when conducting supervision, establishes irregigarin the implementation of th
Law shall act as follows:

1) demand that the irregularities and deficientiesremedied in the perig
which it sets itself

2) lodge a request to the competent baatytlie institution of adequat
procedure

3) Take other measures and actions fachwihis authorized

According to the provisions of the Law on Banks fKational Bank of
Serbia, in case of breach of regulations, shadl ke or more measures :

1) end written warning;

2) send ordering letter;

3) declare orders and measures for elitimgahe established irregularities;

4) introduce receivership;

5) Revoke operating license of the bank.
To revoke banks license the numerous conditionst imeisnet, and one of the
may be if the activities of the bank are relatedrtoney laundering, financing ¢
terrorism, or performing other punishable acts.
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According to the provisions of the Law on Banksiélg 130 Paragraph 8 NB
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shall revoke the bank's operating license if itaklithes that the bank h
committed gross or persistent violations of the LamvBanks,as well as other
Regulations.

Recommendation
of the
MONEYVAL
Report

Provide the missing elements of legislatively d@finsupervisory power fq
application of sanctions with respect to voluntgsgnsion funds managemg
companies, as well as of the directors/senior mansnt of voluntary pensig
funds management companies and broker-dealer coegafor AML/CFT
incompliance

Measures taken t
implement the
Recommendation
of the Report

ONBS — VOLUNTARY PENSION FUNDS SUPERVISION

According to the Proposed Law on Amendments andn@ds to the Voluntar
PensionFunds and Pension Schemes Laifvthe National Bank of Serbia, in tf
course ofsupervision of the management company, establiahgsllegalities or
irregularities, in conformity with this law or amgher law under which the Nation
Bank of Serbia has the competence in the conducsupkrvision® or non-
compliance with the risk management rules, thedwati Bank of Serbia shall tak
one or more measures mentioned above includingdvettal of approval o
appointment of a member of management of the mamagiecompany. (the artic
45 of the Proposed Law on Amendments and Chang#set&/oluntary Pensio
Funds and Pension Schemes Law)

The Proposed Law on Amendments and Changes to tthenddry Pension Funds ar
Pension Schemes Law is in the procedure in theoNatiAssembly of the Republic ¢
Serbia. It is expected that it will be approvedibg end of this year.

2 According to the Law on the prevention of moneynidering and the financing d
terrorism ("RS Official Gazette" No. 20/2009), tidational Bank of Serbia has th
competence in the conduct of supervision of the dpliance by voluntary pension fu
management companies among other financial institsitand has the competence in tak
measures. (the article 82, paragraph 1. indefte?aiticle 82, paragraph 2 and the article
paragraph 1 of the Law on the prevention of moreyntlering and the financing
terrorism)

Recommendation
of the
MONEYVAL
Report

Provide for effective functioning of the AML/CFTf@uement mechanism enabli
application of proportionate and dissuasive sanwiainder the AML/CFT Law arj
respective sectoral laws.

Measures taken t
implement the
Recommendation
of the Report

oNational Bank of Serbia
According to the provisions of the AML/CFT Law Acke 84 the National Bank d
Serbia has the competence in the conduct of sigpmmvof the law appliance b
banks, insurance companies, financial leasing carepavoluntary pension fun
management companies and exchange offices.
According to the provisions of Article 82 Paragra2if the AML/CFT Law NBS
has competence in taking following measures:

1) elimination of irregularities and deficienciegthin the time specified;

2) apply to the competent authority to initiate egmpiate proceedings;

3) take other actions and measures for which thedusthorizes
According to the provisions of the Law on Banks MNeional Bank of Serbia, i
case of breach of regulations, shall take one oremmeasures : send writtg
warning; send ordering letter; declare orders are@hsures for eliminating th
established irregularities; introduce receivershigoke operating license of tf
bank.
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Coordinated implementation of these laws is enghbdipplication of proportionat
and dissuasive sanctions under AML/CFT Law andeaetsype sector laws.

(Other)  change
since the Ilas
evaluation

U7J

Recommendation 23 (Regulation, supervision and mawiring)

Rating: Partially compliant

Recommendation | Amend the legislation to include a definite reqoiemt for banning market entry
of the | as owners and significant/controlling interest hersl of leasing companies —
MONEYVAL persons with criminal background.

Report

Measures taken toNBS — LEASING SUPERVISION

implement the The procedure of the adopting the relevant lawndenway.

Recommendation

of the Report

The draft of a new Law on Financial Leasing and laws in this area relating to
issuance of licenses will, prescribe prohibitiom fihwysical persons with criming
background to participate in ownership of finantéalsing companies.

Recommendation | Recognize the PTT “Srbija” as a money transfer bass (and as such, a financ
of the | institution subject to all pertinent requirements).

MONEYVAL

Report

Measures taken tpForeign Currency Inspectorate has been conductingjte control of PTT “Srbija’
implement the within the remits of its competence regarding AMECLaw.

Recommendation

of the Report

Public EnterprisdITT “Srbija” undertakes all actions and measures urbef
AML/CFT Law (“RS Official Gazette” No 20/09 and T®), and the Foreig
Exchange Inspectorate, pursuant to Article 11 efRilebook on methodology fq
the execution of tasks under the AML/CFT Law wasitibe Annual Report abol
the conducted internal supervision and measuresrtaten.

ut

Recommendation
of the
MONEYVAL
Report

Establish licensing/registration procedures for gams involved in money transf
service§ agents/third party transaction processors, andrspas exercising
professional activities of intermediation in crediansactions and provision (¢
loans, factoring and forfeiting, and provision ofuagantees; supervisio
mechanisms and tools for ensuring their compliadnc&ML/CFT requirements.

Measures taken t
implement the
Recommendation
of the Report

DThis recommendation is addressed by the draft Lamenaing the Law on foreig
exchange operations. According the Draft Law, firisscribe registration procedu
for persons who deal with money transfer serviteiss expected that Draft Lay
amending the Law on foreign exchange operationsbeilpassed in the beginnir
of next year. Licensing of persons exercising msifanal activities of factoring an
forfeiting is not prescribe in Law on foreign exolgg operations. Factoring a
forfeiting companies are established according-éve on companies.

v
19

nf

Recommendation | Define legislative provisions establishing the pmvef the National Bank t
of the | regulate and supervise for AML/CFT purposes adgigsiof voluntary pension fun
MONEYVAL management companies.

Report

Measures taken 1| NBS — VOLUNTARY PENSION FUNDS SUPERVISION

implement theg According to the Law on the prevention of moneynidering and the financing ¢
Recommendation | terrorism ("RS Official Gazette" No. 20/2009), tNational Bank of Serbia ma

" Particularly, for the

PTT “Srbija”
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of the Report

issue, independently or in coopenatvith other authorities, recommendations ¢
guidelines for applying this Law (the article 87 the Law on the prevention (¢
money laundering and the financing of terrorism
Proposed Law on Amendments and Changes to the ¥ojuRension Funds ar
Pension Schemes Law specify that National Bankeobi@ has the competence
the conduct of supervision given by this law or attyer law.

Recommendation
of the
MONEYVAL
Report

Define legislative provisions establishing the pmmvef the Ministry of Finance t
regulate and supervise for AML/CFT purposes a@tisitof persons dealing wit
postal communications [with respect to domesticnpayt operations] and d
persons involved in professional activities of intediation in credit transaction
and provision of loans, factoring and forfeitingropision of guarantees, an
provision of money transfer services.

Measures taken t

DIt has been observed that supervision system foresobligors failed to bring

implement the effective results. Therefore the Law amending tHdLACFT Law defined the
Recommendation | APML as a supervisory authority for the obligor®ed in terms of AML/CFT Law
of the Report provisions.

Recommendation | Define legislative provisions establishing the pmwveof the Ministry of
of the | Telecommunications and Information Society to raguland supervise fq
MONEYVAL AML/CFT purposes activities of persons dealing witistal communications [wit
Report respect to valuable mail operations].

Measures taken t
implement the
Recommendation
of the Report

DAccording to the Law amending AML/CFT Law, APML wibe competent fo
supervision of persons dealing with postal commatioos. It seems not to be go
solution for supervision regarding persons who &l postal communications i
current AML/CFT Law, so that was the reason whyesuision authority is going
to be changed pursuant to the Law amending the ANATL/Law.

Recommendation | Define legislative provisions establishing the pmveof Foreign Currency
of the | Inspectorate to regulate and supervise for AML/GRifposes activities of persof
MONEYVAL involved in professional activities of factoring cariorfeiting, and provision o
Report money transfer services [with respect to intermadigpayment transactions].
Measures taken tpAccording the Draft Law on Foreign Exchange Operaj Foreign Exchang
implement the Inspectorate will be competent to supervise in AGET requirements whe
Recommendation | supervise transfer of money, factoring and forfigiti

of the Report

Foreign Exchange Inspectorate has issued Guideforesoney laundering an
terrorism financing risk assessment regarding fawjoand forfeiting, which ig
available the web site of Foreign Exchange Inspatgo (www.devizni.gov.rs)

Recommendation
of the
MONEYVAL

Report

Develop supervision methodologies based on corstider of risk profile of
institutions and enabling identification of inheterisks in financial activities
determination of risk mitigants, assessment of exygoof AML/CFT risk to variou
aspects of financial activities, assessment ofriaecontrol and risk manageme
systems, corporate governance oversight, and iategr of results of off-sits
monitoring and surveillance.

Measures taken t
implement the
Recommendation
of the Report

ONBS

NBS Banking Supervision Department — Supervisoryi®e Committee adopte
changes of Supervision Methodology, including Pdaece for supervisions plan fq
banks, as same as changes of the Memorandum for/@IML Supervision o
Banks. Committee also adopted the new form of tm-Supervision Report

Report on executed supervision of AML/CFT risk nggraent and supervision

Payment transactions. According to these chandethese documents full

implemented RBA. Also NBS changed AML/CFT Questiaina in order to be if
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supervision of NBS, including supervision planse drased on risk profile d
financial institutions and detailed assessment@if exposure to AML/CFT risk.
The Draft of Law on Amendments and Supplementsht ltaw on Financial
Leasing is prepared in order to make an adequgte feamework for risk based
supervision of financial leasing companies. Dréftatevant sub-law is also done.
Voluntary pension funds supervision department tatbpthe Manual for th
assessment of the voluntary pension funds AML/CBR exposure, which will bg
used in the following onsite supervisions. Manuneludes risk-based approach &g
instruction for on-site supervision.

of supervision, subject to supervision, processs@bervision, international cq
operation and information exchange etc.)

prepared (which includes risk-based approach, sasseg of the insurance mark
participants AML/CFT risk exposure, assessment rdérnal control and ris
management systems, actions and measures to lrelbpkbe insurance compat
according to the AML/CFT Law etc.)

compliance with RBA. Supervision methodologies fobligors under the

The Decision on the manner of NBS insurance slgen+ is being prepared
(provides detailed conditions and manner of sup&mi-off-site and on-site, types

The Manual for the supervision of AML/CFT Law impientation- is being

=n
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Recommendation | Establish mechanisms and tools for effective, stesi, risk-based planning of the
of the | supervision process — both off-site and on-sitérotluce systems for continuos
MONEYVAL monitoring and follow-up of supervision results.

Report

Measures taken toNBS

implement the Up to changes in Supervision Methodology plannifighe supervision process |is
Recommendation | risk-based. Up to the Methodology a bank shallhinitl5 days after the deadline

of the Report

given in Measure, inform the National Bank of Sarbithe Department of Barj
Supervision, and provide proofs about eliminatidniroegularities stated in
Supervisory Report. These should be done in the fof Bank’s Complianc
Officer Report. After some time NBS conducts thikofe — up supervision in orde
to check if obligor executed orders given by meesur

The draft of Manual for the supervision of finahd@asing companies in the fie
of AML/CFT is prepared and it includes risk-basqipr@ach, assessment of f]
financial leasing market participants AML/CFT riskxposure assessment d
internal control and risk management systems, r&tEnd measures to be taken
the financial company according to the AML/CFT Lete.

Voluntary pension funds supervision department tetbpghe Manual for the
assessment of the voluntary pension funds AML/GBR exposure, which will be
used in the following onsite supervisions. Manuslludes risk-based approac
and instruction for on-site supervision.

The Decision on the manner of NBS insurance sigien+ is being prepare
(provides detailed conditions and manner of sup&mi-off-site and on-site, typs
of supervision, subject to supervision, processs@bervision, international cg
operation and information exchange etc.)
The Manual for the supervision of AML/CFT Law impientation- is being
prepared (which includes risk-based approach, asseg of the insurance mark
participants AML/CFT risk exposureassessment of internal control and n
management systems, actions and measures to elbakbe insurance compat
according to the AML/CFT Law etc.)
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NBS — LEASING SUPERVISION

The procedure of the adopting the relevant lawndeonway.
The draft of a new Law on Financial Leasing and laws in this area relating to
issuance of licenses will, prescribes prohibition fphysical persons with criminal
background to participate in ownership of finantéalsing companies.

NBS — INSURANCE SUPERVISION
The Decision on the manner of NBS insurance sugpiend is being prepared
(provides detailed conditions and manner of supemi-off-site and on-site, types
of supervision, subject to supervision, processsgbervision, international cg
operation and information exchange etc.)
- The Manual for the supervision of AML/CFT Law itementation- is being
prepared (which includes risk-based approach, sisseg of the insurance market
participants AML/CFT risk exposure, assessment raérnal control and ris
management systems, actions and measures to lrelipkbe insurance company
according to the AML/CFT Law etc.)
The Securities Commission has adopted the supenvidan (for year 2010.) and
the methodology for conducting monitoring and suisdon in adopting and
implementing the Law AML/CFT provisions (for the tiies over which the
Securities Commission has competence).
This annual supervision plan was done on the ba$essk-based approacl
Therefore, the broker-dealer companies with thgelamumber of clients an
greater turnover, were considered the supervisiionity.

o -

Recommendation | Ensure consistency among and harmonization of sigien methodologies and
of the | planning procedures throughout the bodies involiedsupervision of financial
MONEYVAL institutions.

Report

Measures taken tpSupervision of obligors under NBS competence amedunder supervision plans
implement theg which include risk assessment process , risk grafil supervised obligor, size of
Recommendation | obligor and its market position ,as well as hunesource capacities.
of the Report A draft Manual for the supervision of financial $#@y companies in the field of
AML/CFT is being prepared and it includes risk-tthapproach, assessment of the
financial leasing market participants AML/CFT riskxposure assessment af
internal control and risk management systems, r&tmnd measures to be taken| by
the financial company according to the AML/CFT Lete.
Voluntary pension funds supervision departmenthia National Bank of Serbia
adopted the Manuel for the estimation of voluntpepsion funds AML/CFT risk
exposure. Supervision departments in the NatioaakBf Serbia are interchanging
adopted manuals.
Administration for the Prevention of Money Laundgriand the National Bank of
Serbia realize constructive and successful colkgimr that has formalized with an
Agreement on cooperation in the prevention of molandering and terrorig
financing signed on 3 June 2009. The subject of Aheeement is continuous
exchange of data and information between the gattiehe contract. In order fo
exchange information and experience, the repretentaf Administration for thg
Prevention of Money Laundering will hold during Nowber, 2010 tg
representatives of the National Bank of Serbiattaming on typologies of money
laundering and other challenges to which partidipam the system against mongy
laundering are being faced.

—

Recommendation | Ensure sufficient coverage of inspections incorfintpelements or dedicated to the
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of the | examination of AML/CFT compliance, stemming fromaaequate planning af

MONEYVAL supervision and resulting in regular and in-deptiabysis (disclosure of underlying

Report reasons for incompliance) and assessment of congajawith relevant follow-up
procedures provided for.

Measures taken tbAccording to the process of supervision planniragdal on annual plans, and on the

implement the bases of risk assessment and taking into accoumamuesource capacities National

Recommendation | Bank of Serbia conducts supervision of obligor urite supervisory competence

of the Report

On the bases of supervision results the Reporbigedand it contains detail
description of all detected irregularities. Witlsiome period of time which is give
to obligor to eliminate detected irregularitiesdaafter analyzing number and ty
of irregularities, NBS conducts follow — up supsion.
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(Other)  changes
since the last
evaluation
Recommendation 24 (DNFBP - Regulation, supervisicaind monitoring)
Rating: Non compliant
Recommendation | Eliminate the grounds for uncertainty about applidily of pecuniary sanctions
of the | under the AML/CFT Law and the Law on Games of Chanc
MONEYVAL
Report
Measures taken tpGiven its administrative capacities, the Gamestwrice Administration was bound
implement theg to postpone taking action in this context, becaasending this element alone
Recommendation | might have affected a whole section of the Law,clvhivould eventually result in ja
of the Report necessity to amend the whole area. This exercisddmMoave proved to be not
feasible given the Games of Chance Administrati@ministrative capacities at
the moment.
Recommendation | Provide for administrative sanctions in case ofigas’ incompliance with the
of the | national AML/CFT requirements (such as written wiags, orders to comply with
MONEYVAL specific instructions, barring individuals from elmpment within the sectof,
Report replacing or restricting powers of managers, digst or controlling owners, of

withdrawal of license).

Measures taken t
implement the
Recommendation
of the Report

oAdministration on Games of Chance is in the procdsdrafting Methodology fo
carrying out on site inspection regarding AML/CFTetdodology. However
Administration of Games on Chance is due to lackroployees in the Supervisiq
Division unable to conduct on site controls regagddML/CFT Law.

Recommendation
of the
MONEYVAL
Report

Take legal or regulatory measures to prevent irtligls with criminal backgroun
from acquiring or becoming the beneficial ownereaokignificant or controlling
interest, holding a management function, in or gdecoming an operator of
casino.

Measures taken t
implement the
Recommendation
of the Report

pArticle 40 of Law on games on chances prescribesditons for licensing

organizers special games for chance:
“ Article 40

Licenses for organizing special games of changmming facilities shall be give
through a tender announced in daily papers, basqutaredures laid down by th
government. Bidders participating in tender for gnanting of license to organiz
special games of chance in gaming facilities shadjether with their offer, subm
the following:

1) The name and registered offices of the body cotpaancerned;
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2) The decision by which the body corporate concemasl entered in the
appropriate register, including an annex statiagatpital stock, as prescribed
Article 38 of this Act;

3) The articles of association of the body corporatecerned;

4) A three-year business plan at least;

5) A certificate issued by state authorities to ttfeafthat none of the founders ¢
members of the body corporate referred to in Iteofi this Article, or any other
person considered connected to the participarfpitsder or member under th
relevant laws on citizen’s income tax and corpopeitdit tax, were convicted
for felonies prescribed by government legislationiry the five-year period
preceding the opening of the tender;

6) A proposal for the license tax;

7) A bank guarantee covering the minimum license ¢ferred to in Iltem 6 of thig
Paragraph;

8) A description of the types of games of chancewhlhbe organized and the
game rules;

9) Extensive data on the founders of the body corporat

Government of Republic of Serbia adopted Decreadet@rmining the criming

offences for which a certificate of non-convictiéor certain persons must be

submitted with the application for a license or rppl to organize certain games
chance ("Official Gazette of the Republic of SerbibNo. 128/2004)

Article 2 of Decree reads as follows:
“Article 2

The criminal offences for which the certificate én-conviction is submitted
within the meaning of Article 1 of this decree dne following criminal offences

from the Criminal Code of the Republic of Serbiaerginafter: “the CCRS"): 1

commercial criminal offences: in conscientious worlcommercial affairs (Article

136 of the CCRS), causing of insolvency (Article7 18f the CCRS), damagin
creditors (Article 138 of the CCRS), abuse of atitiion commerce (Article 139 o
the CCRS),unjust granting and using of a loan,tieerobenefits (Article 139a of th
CCRYS), impairing the business reputation or credpacity (Article 139b of thg
CCRS),executing a detrimental contract (Article ®4@he CCRS), disclosing ar
illegal knowledge of a business secret (Article dbfithe CCRS), creating and usi
false signs of value or securities (Article 144tteé CCRS), creating, acquiring,
disposing of means for creating counterfeit (Ai@45 of the CCRS), misleadin
buyers (Article 146 of the CCRS), illegal trade tféle 147 of the CCRS), and ta
evasion (Article 154 of the CCRS).
2) criminal offences regarding property: theft (8l 165 of the CCRS), burglar
(Article 166 of the CCRS), mixed larceny (Articl&7l of the CCRS), robber
(Article 168 of the CCRS), aggravated larceny aabbery (Article 169 of the
CCRYS), larceny by bailey (Article 170 of the CCR®rceny by fraud or deceptid
(Article 171 of the CCRS), larceny by extortion fisle 180 of the CCRS), an
contracting of unproportional material benefit (Al 182).
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Recommendation
of the
MONEYVAL
Report

Establish an adequate and relevant supervisorymegivith regard to auditing
companies, licensed auditors, lawyers and lawyetngaships, dealers in precioy
metals and dealers in precious stones persons iskggcprofessional activities @
intermediation in real estate transactions, acciumt and tax advising, with th
national AML/CFT requirements; particularly providéor the ability of the
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respective supervisory bodies to monitor and ensorapliance of the respecti

e

51



obligors with AML/CFT requirements, conduct (orekiinspections, obtain acce
to all records and information relevant to monitayi compliance, enforce ar
sanction both the institutions/businesses and ttliegctors/senior management f
incompliance with AML/CFT requirements.

Measures taken t
implement the
Recommendation
of the Report

DAccording to the Law amending the AML/CFT Law, APNNill be competent tq
supervise certain types of obligors-accountantsativisors. APML is planning t

develop new department competent for supervisioe Tdea is to improve

AML/CFT requirements and system in some regimeg\weiution for supervisio
from current AML/CFT Law was not so efficient.

(Other)  change
since the las
evaluation

U7r

Recommendation 25 (Guidelines and Feedback)

Rating: Partially compliant

Recommendation
of the
MONEYVAL
Report

Ensure implementation of the requirements of theL/&WAT Law concerning
provision of general feedback, i.e. information Mh/FT techniques and treng
(typologies), as well as sanitized cases from tteetire of the APML and othe
competent state bodies; share information withrfaal institutions either withirj
the annual reporting framework, or through othengaunication.
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Measures taken tpArticle 15 of the Law amending the AML/CFT Law, addsing this issue by adding
implement the paragraph 2 in the Article 66 of current AML/CFTW.aAmended Article 66 of
Recommendation | AML/CFT Law reads as follows:
of the Report “Work reports

Article 66

(1) The APML shall submit a work report to the Goaent, no later than
until 31 March of the current year for the previgesr.

(2) The report referred to in paragraph 1 of thidicke shall include
statistical data on money laundering or terrorismarfcing manifestations, money
laundering or terrorism financing trends, as weltlata on APML's activities.”
APML has developed first publication on money laenig and terrorist financing
prevention. This publication includes information the APML, AML/CFT legal
framework, Serbian AML/CFT system, obligor repogtinrequirements)
international cooperation, specific regional ML/Fdatures, and provides some
specific examples of money laundering.

Recommendation | Proactively seek to make the APML’s annual repaxtsilable to the widest scope
of the | of stakeholders.

MONEYVAL

Report

Measures taken tobAPML’s annual report for 2009 has been publishedhie web site of APML
implement the www.apml.org.rsand is available to the widest scope of stakelslde
Recommendation

of the Report

Recommendation | Consider providing specific feedback (other tham dlcknowledgment of the recejpt
of the| of report) to enable financial institutions to gen idea of the quality of thejr
MONEYVAL reporting, and statistics on received STR-s credsrenced with the respective
Report results so as to identify the areas, where ML/Fieig successfully detected.
Measures taken toAPML has provided some kind of special feedbackrider to improve quality of
implement the reporting transactions. The list of training anédeack events in the reporting
Recommendation | period is attached.
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of the Report

Recommendation | Ensure participatory approach to the provision eedback, by involving other
of the | competent state authorities, for example, law eforent agencies to regularly
MONEYVAL provide and disseminate (possibly through the APRNttp on investigated cases,
Report convictions, confiscations, etc; participate in tievelopment of typologies

Measures taken toMembers of Standing Cooperative Group regularly tmesce per month and |is
implement the competent body for developing typologies. Standlmpperative Group currently
Recommendation | analyse state of plate whiting NPO sector in Seriawell as informal remittange

of the Report

system.

Seminar organised by Bankers’' Association at¢cHaésort in April 2010, one @
the trainers was senior officer from Financial Istgation Unit within Ministy of
Interior whose presentations was typologies in Miough his own practicd
experience.

Recommendation
of the
MONEYVAL
Report

Establish guidelines that would assist obligor DNFB and lawyers to impleme
and comply with their respective AML/CFT requiretsersuch guidelines wou
provide assistance on issues covered under theaetedFATF Recommendation
including:
(i) adescription of ML and FT techniques and methads!;
(i) any additional measures that obligor DNFBP-s anghtars could take t
ensure that their AML/CFT measures are effective.

Measures taken t
implement the
Recommendation
of the Report

oMinistry of Trade and Services (for intermediariasreal estate business, ie r¢
estate agents), Administration for the Games ofnCadfor organizers of games
chance in casinos and on internet, or in any othesnner operatin
telecommunications network) and Ministry of Telecoumications (for person
engaging in postal communications domestically).

The Guidelines above define four types of risk, elymgeographical, client
transaction and service (product) risk. Underlyaftective risk management a|
CDD measures, which are implemented on an ordireimyplified and enhance
basis. The obligors are bound to establish andytTé identity of a client prior t
establishing business relation, from valid, creslidhd reliable sources. If unable
do so, the obligor is bound to refuse to estalishiness cooperation. When
legal person appears as client, the obligor hasstablish its beneficial owne
Furthermore, the obligor has to keep documentatiothe client regularly update
If the client undergoes relevant status changesplitigor should satisfy themselv
that the facts are properly documented. Each abifmgoequired to develop intern
procedures for identifying and verifying the idéntiof the client to ensur

the ultimate responsibility for identification $tiests on the obligor.

consistent implementation of CDD measures. In ca$asliance on third partie$
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(Other) change
since the las
evaluation

U7J

Recommendation 27 (Law enforcement authorities)

Rating: Partially compliant

Recommendation
of the
MONEYVAL
Report

Analyse the current legal framework and take legigé or other measures in ord
to establish an effective and functional cooperatiocommunication an
coordination mechanisms between competent law eroent and prosecutig
services responsible for investigating and prosegutML, FT and underlying

predicate offences.

53



Measures taken t

OLegal framework is constantly analysed at the rmguheetings of the Standir]

g

1

implement the Coordination Group for Monitoring the Implementatiof the National Strateg
Recommendation | against Money Laundering and Terrorism Financirtige Group comprises, amof
of the Report others, representatives of law enforcement andi®@erBublic Prosecutor's Offic
Police and prosecutors have appointed liaisonerfifor communication, and wor
together on a case-by-case basis.
Military Security Agency actively participates inet UNODC Joint Programme g
Strengthening Legal Regime in Combating TerrorismaRcing, together with
Ministry of Interior and other relevant authorities
Recommendation | Review the current situation in the light of thesific concerns raised in respect
of the practical implementation problems related to poignurisdictional issues, to th
MONEYVAL gathering of evidence in ML/FT investigations amdtet necessary measures
Report address these concerns and prevent risks of unsegeduplication of efforts.

Measures taken t

OThe Interior Ministry is in the process of adoptihg so-called Integrity Plan whig

implement the will address the duplication of efforts issue.

Recommendation

of the Report

Recommendation | Take measures to increase the numbers and effieetigef ML investigations, su
of the| as establishing through inter-agency meetings oforeement authorities
MONEYVAL concerted programme for increasing the focus on iMlestigations, placing a
Report emphasis on a more systematic recourse to finarolastigations, providing

guidance particularly on procedures and requirensesét out under the new
adopted legislation.
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Measures taken t
implement
Recommendation
of the Report

the

oRegular meetings have been held for prosecutors patide, with the aim o
strengthening cooperation between police and Ipaadecutor's offices, all in lin
with the agenda that the Serbia's Public Prosesufiffice developed based on
Action Plan for Implementing the National Strategainst Money Laundering ar
Terrorism Financing. These meetings also resuliefdriming standing and ad hg
working groups (task force).
A new Criminal Proceedings Code is in the procéssloption, which will broadel
the competence of prosecution and intensify codiserabetween police an
prosecution, which will be in charge of the invgation. The importance of tea
work is reaffirmed, and prosecutor will be empovdet@ take disciplinary measursg
against police staff, in case they fail to act adtw to the prosecution request.
In addition, financial investigations are initiatatithe request of public prosecu
according to the Law on Confiscation of Assets aifrom Criminal Offenceg
and the prosecutor is authorized to conduct firengivestigations in direq
cooperation with law enforcement.
In investigations of money laundering and undedyipredicate offence
Prosecutor's Office for Organized Crime cooperatesely with Directorate for th
Suppression of Organized Crime. These cases cansed the use of SIMs bag
on the court decision, including controlled deliesr undercover agents, controll
payments, etc.

Recommendation
of the
MONEYVAL
Report

Pursue and sustain current efforts to eliminatergption within the police ang
judiciary to ensure that they do not impede lawossgment authorities’ action.

Measures taken t
implement the

olmplementing the Action Plan for the Implementatioof the National Strateg
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against Corruption, Prosecutor's Office continugsnbnitor work on corruptior
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Recommendation
of the Report

cases, in line with the Program and Mandatory lmsion A. No0.194/10 or
handling corruption cases.

According to the Program, all appellate prosecsitoifices and higher prosecuto
offices in Belgrade, Novi Sad, Ni$ and Kragujevairfed Departments for Comb
against Corruption and Money Laundering, wherehkigher prosecutor's officg
appointed deputy public prosecutors specialized dmruption, and which ar
points of contact with Serbia's Public Prosecut@®fice. Higher and basi
prosecutor's offices keep special records andttiiraotify Serbia's p's office on a
criminal reports that they receive. All prosecwanffices are obliged to notif
Serbia P's office on all decisions in cases invg\orruption. The decisions mu
be reached by a panel in case of criminal rep@iidisal or abandonment

prosecution , and it is compulsory that a publizsgicutor be present when reach
the decision. Serbia's Public Prosecutor's Offiesstnibe provided with a copy ¢
first-instance court decision and the prosecut@afpeal (if lodged), an
subsequently, second-instance court decision.

The above said enables efficient monitoring androbrof a prosecutor's work i
each single case, as well as professional expetideassistance through advise
opinions, suggestions and instructions to clarifybtfematic issues in certain cas
with a special emphasis on consistent implememabb legal provisions of
mandatory confiscation of assets derived throughical offences. Throughout

year cooperation is fostered through meetings pittsecutors and their deputies
Serbia's Prosecutor's Office whenever complexity ofse requires it.

These mechanisms ensured preventive side of Seroisecutor's Office work
which is reflected in well-foundness and valid aatile of court decisions. The
mechanisms also resulted in reactivating certasexa after criminal report had
been dismissed. The aim of these activities is aenamlequate protection
professional integrity of prosecutors.

The Ministry of Interior formed a working group thugh the resolution from 27 ¢
October 2008 with assignments to coordinate implaat®n of recommendatior
of National Strategy for fight against corruptigigtion plan for carrying out th
National Strategy for fight against corruption aedommendations from group
countries for fight against corruption GRECO.

According to commitments that arrive from ActioraP| working group has magq
Sector Action Plan of the Ministry of Interior whidhe minister of the Interig

carried out through an Act from 25 of December@08.ctivities that are about o

implement towards an aim of realization of recomdaions from strategy
persons who actualize all those activities, deadsli possible issues, indicator
objects, as well as the necessary recourses fdeingmtation of activities.
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Recommendation | Consideration should be given to amend the exigtimyisions so as to provid
of the | competent authorities with the legal basis to usewige range of specig
MONEYVAL investigative techniques when conducting ML or Fd ainderlying predicate
Report offences.

Measures taken tpPublic dispute on amendments on Law on Criminat®edings is in progress.
implement the Measures for engagements of undercover agent akthgnaimulated legal job
Recommendation | based upon the Article 504 of the Law on Crimineddeedings according to tk

of the Report

commend of the Investigative Judge to the Specggdditment of Higher Court i
Belgrade are implemented for the first time andg#ve result by arrestin
organizers and members of two organized crime groligt operated on territorig
of Belgrade and Novi Sad ( KU 39/10 KU 40/10)

1°2)
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Base upon the commend of the Investigative JudgbedSpecial Department
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Higher Court in Belgrade the measures for survaiaand recording of telepho
and other communications or talks and optical miogr of face are bein
implemented.

Recommendation | consideration should be given to use mechanisnis asipermanent or temporar
of the groups specialized in investigating the proceedsriafie.

MONEYVAL

Report

Measures taken tpArticle 5 of the Law on Seizure and Confiscation Bfoceeds from Crim
implement the designates the authorities responsible for detectionfiscation and management
Recommendation | proceeds from crime.

of the Report

The authorities are as follows: public prosecutmrt, Financial Investigations

Unit within the Ministry of Interior and Asset Magement Directorate. Financi
Investigations Unit is a specialized unit whichetd$ proceeds from crime a

undertakes other activities, according to the Laaw Amending the Law on

Organization and Jurisdiction of Government Auttiesi in Suppression (@
Organized Crime from September 2009 ("Official Gezeof the Republic of
Serbia" No. 72/09) in its Article 2 broadens thenpetence of Prosecutor’'s Offi¢
for Organized Crime, of Directorate for the Suppras of Organized Crime, and
Special Departments within the Higher Court in Bette and Appellate Court |

Belgrade to include the criminal offences of aggtad corruption, international
terrorism, terrorism financing and money launderitwdicle 2 of the Law shall read

as follows:
Article 2
“This Law is applied so as to detect, prosecuteiaditt for:
1) criminal offences of organized crime,
2) criminal offences against constitutional orded aecurity of the Republic ¢
Serbia (Articles 310 through 312 of the Criminaldé}
3) criminal offences by abuse of office (ArticleS93 366, 367 and 368 of th

Criminal Code), when an offender, that is, a pensmeiving the bribe, an official

or a responsible person holding public office basedhe election, appointment,

appointment by the National Assembly, the Goverrtirthie High Judicial Council,

or the State Prosecutorial Council,
4) criminal offence of the abuse of office (ArticB59, paragraph 3 of th
Criminal Code), when the value of the acquired migtgain exceeds the amount
200,000,000 Dinars,
5) criminal offence of the international terrorissnd the criminal offence d
financing terrorism (Articles 391 and 393 of themiinal Code),

6) criminal offence of money laundering (Article128f the Criminal Code), if
the property which is the object of money laundgmmiginates from the criminal

offences from the items 1), 3), 4) and 5) of thitidle,

7) criminal offences against government authoriigicle 322, paragraphs
and 4 and Article 323, paragraphs 3 and 4 of theni@al Code) and criming
offences against judiciary (Articles 333 and 33&jdde 336, paragraphs 1, 2 and

and Articles 336b, 337 and 339 of the Criminal Qodehey are perpetrated under

the criminal offences in the items 1) through 6jto$ Article.”.
Military Security Agency is authorized to use spédnvestigative means ar

d
techniques by the order of court for the purposedetecting, investigating and

documenting criminal offences of money launderimgl #errorism financing; th
evidence gathered in this way is fully admissitilecurt.

Recommendation

Consider conducting joint reviews of ML and FT noely techniques and tren
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of the| with law enforcement bodies, the APML and other matent authorities on a
MONEYVAL regular inter-agency basis and disseminating tbguits of such reviews.
Report

Measures taken toThe work of the Department for Combat against Gufom is based on

implement the
Recommendation
of the Report

specialization and centralization in establishimgnmunication and coordinatig
between specialized departments, on intensive rimdton exchange an
consultation that the Serbia's Public Prosecu@ifiee has on a regular basis with
all prosecutors, and also with other state autlesrit
Military Security Agency has intensified activitie® establish efficient and
functional cooperation with Security Information éwy, Ministry of Interior,
APML and other relevant authorities. When necessapgrational and analytica
task forces can be formed quickly.

o S

(Other)  change

since the last

evaluation

U7r

Recommendation 30 (Resources, integrity, and traing)

Rating: Partially compliant

Additional measures should be taken by the auikerito adequately staff the
APML as well as provide to them with adequate efficdechnical resources and
equipment.

Recommendation
of the
MONEYVAL
Report

Measures taken t
implement the
Recommendation

of the Report

0The APML has a plan and strategy to enhance bisipesmises, equipment, and

staff. According to the most recent draft amendméatthe AML/CFT Law, the
APML will be charged with supervising certain oldiy entities, such ds
accountants, auditors, etc. The APML is therefdamming to increase the current
number of staff by 10 more employees, and to seam@dditional department,
namely the Supervision Department. The APML hagnakll necessary formal
steps to provide adequate premises, but it wildr&eport from other competent
Authorities so as to strengthen technical capadslit

Recommendation
of the
MONEYVAL
Report

Internal training programs would need to be taildr¢o ensure that APML staff
including newly recruited staff, receives specidisind on-going training suited to
their responsibilities. Such training could include particular analyst training,
training on specialised products, trend and typiésg|T and software training.

Measures taken t
implement the
Recommendation
of the Report

0DThe APML staff is regularly trained though trainingnd seminars:
2-4 November 2009, study visit to FIU of Slovaki@ansposition of acquis
communautaire

9-12 November 2009, seminar on financial intellgeanalysis
16-20 November 2009, Typologies in money laundetimgugh insurance, held in
Cipar organized by Council of Europe
23-25 February 2010, Workshop on integrity of Gastoms, held in Belgrade
organized by Custom Administration

15 March 2010, Seminar on organization of gamehahce
14-15 January 2010, study visit to FIU Netherlandpic: Prevention of terrorism
financing

28-30 April and 10-11 May 2010, Belgrade, Serbamiar on lllegal Migrations,
16-17 June, Strasbourg, France, Training Semirautadbhe Warsaw Convention

28-29 June, Zagreb, Croatia, Seminar on the rokeudftors in AML and CFT in

S7



the organization of Zagreb school of economy andagament.

12-16 July, Andorra, Training Seminar for MONEYVAEvaluators, Council o
Europe;

September 2010, 12 Analyst’s Notebook 8 training

International workshopCooperation between FlIUs and Judicial Authorities
Combat against Money Laundering and Confiscatio@inal Assetsorganized
by Swiss and Italian Government and IMF in Siracus®ctober 2010;

October 2010, Financial analysis workshop for FlUJgloint Vienna Instituts
organized by IMF-Egmont Group IT;

f

A

Recommendation
of the
MONEYVAL
Report

Review the existing legal framework and amendnitthie light of the issues

concern highlighted in the report, to ensure thdeguate requirements are set ¢
clearly for law enforcement and prosecution serwjcéncluding specialise
services, enabling them to maintain high profesdi@tandards, including hig
integrity and that the staff are appropriately #dl

Df
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A

Measures taken t
implement the
Recommendation
of the Report

oln the period between 1 June 2009 and 1 Novembéf 2ludicial Training
Academy organized following seminars on combat regjadrganized crime an
money laundering within the regular annual traindagriculum:
Measures in Combat against Corruption and Moneydaring
Seminars for judges and prosecutors of districtrandicipality courts. There wer

issues of measures taken against money laundenidigc@ruption, internationg
standards and what Serbia is required to do in etindpthese phenomena.
Money Laundering and Terrorism

Seminars organized for district court judges, ecogors, Directorate fg
Combating Organized Crime and the Administrationtfee Prevention of Mone
Laundering. There were 7 seminars with 134 paditip attending.

Challenges and Success Cases in Combat against yMbaendering ang
Corruption in Serbia and abroad

Seminars were organized for investigative judgessqrutors and police sta
There were 6 three-day seminars on this topic. siieakers were prosecutors 4
police staff both from Serbia and USA. There weB Jarticipants at thes
seminars.

In 2010 Serbia’s Public Prosecutor's Office and thffice of Resident Lega
Advisor of US Embassy organized semin@&athering and Analysing Evidence
Corruption Casesat Zlatibor, in Belgrade, Novi Sad, Ni§ and Kragae The
seminars gathered together representatives ofamlestate authorities in order
promote team work and professional expertise oérotiiate authorities which a
by law obliged to cooperate with prosecutor’'s @f{@ax Administration, Custom
Administration, National Bank of Serbia, Adminigtom for the Prevention o
Money Laundering, Privatization Agency, Adminiskoat for Public Procuremen
Budget Inspection and Auditing, Anti-Corruption Amy and Competitior
Committee).

A representative of AML and Anti-Corruption Depaem of Serbia’s Publi
Prosecutor’'s Office participated at an internatiosanference Strengthenin
Cooperation in Combat against Corruption in Easteunope and Central Asi
organized by the World Bank in Ankara, 28.09-012000.

A representative of Serbia’s Public Prosecutor'sfic®f participated at a
international workshop Cooperation between FIUs dndicial Authorities in
Combat against Money Laundering and Confiscatio@rirhinal Assets, organize

by Swiss and Italian Government and IMF in Sirac04al10-08.10.2010.

e

a total of 21 seminars with 522 participants attequdThe seminar addressed the
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Recommendation

Review the Tax Police’s structure and adequacynahtial, human and technici

1

of the | resources, as well as the requirements regardirafgssional standards, integrity
MONEYVAL and skills.
Report
Measures taken tplt has been observed that supervision system foresobligors (accountants and
implement the providers of tax advisory services) failed to brigffective results. Therefore the
Recommendation | Law amending the AML/CFT Law defined the APML asupervisory authority fof
of the Report the obligors above in terms of AML/CFT Law provisio
Recommendation | Take all necessary legislative and other measucesrtsure that the Financial
of the | |nvestigation Unit within the Ministry of Interids adequately structured, funded
gONEtYVA'— and staffed in order to become operational as sapossible.
epor
Measures taken tpAccording to the Law on seizure and confiscatiorthef proceeds from crime, the
implement the Unit for Financial Investigations was formed onflJane 2009 under the Ministry
Recommendation | of Interior, General Police Directorate, Criminal/éstigations Directorate, Service
of the Report for Fight Against Organized Crime.
Thirty three (33) police officers are currently Wwimg in the Unit for Financia
Investigations. Twenty nine (29) police officeraduated from Faculty of Law or
Faculty of Economics, while four (4) employees gaout administrative affairg
having High school degree. The Headquarters of fdniFinancial Investigations
is in Belgrade, where seventeen (17) police offiogork while the other twelve
(12) work in Sections formed in bigger regionaltees in Serbia.
In its previous work on implementation of financialestigations and based uppn
final judgments, untill now one (1) apartment ame ¢ot (1) in Belgrade have been
permanently confiscated.
After the completion of financial investigationsaded upon the decisions of the
Court, the following property has been temporatipftscated:
- Fifty (50) houses and apartments
- Six (6) garages
- Two (2) business premises
- Fifty one (51) vehicles
- 941.124 €
- 1.828.500 dinars
- 287.000 shares and
- Three (3) hectares , fifty six (56) acres, thiity(@6) m2 of land area
Based upon the decisions of competent authoritied lased upon financial
investigation that was carried out, temporary pilin of disposal has begn

pronounced for the following property:
Seventy two (72) houses and apartments
Five (5) garages

Four (4) business premises

Thirty nine (39) vehicles

8.964.340 €

77.016.538 dinars

5792 $

1.714.026 shares

17.520 bonds

Four (4) safes

legal and natural persons’ land area of seven tghdnd seventeen (71

hectares , eighty (80) acres

56



Recommendatior

Additional resources (human, premises, equipmea}, should be allocated to the
of the | over-worked public prosecutor and police servicestisat they can fully and
MONEYVAL effectively performs their functions.

Report

Measures taken tpNewly established Appelate Prosecutor's Officesichviibecame operational on|1
implement thg January 2010, are adequately staffed — namely,eyndaundering cases are
Recommendation | prosecuted by five (5) prosecutors in Belgradethioge (3) prosecutors in Novi Sad

of the Report

and Kragujevac each and by one (1) prosecutor § Mhere are three depu
prosecutors competent for money laundering casdsedevel of State Prosecuto
Office.

planned in near future.

The new Criminal Proceedings Code, the adoptiowldth is expected until th
end of 2010, provides for a prosecutor-led ingadtbn, which will certainly
require additional human resources, premises anigragnt.

All prosecutors have got networked mobile phonesmfuter networking is

ty
I's

b

Consistent with a more proactive approach to theecton and exposure of th
various forms of ML, take measures to ensure atgrespecialisation of policg
officers, prosecutors and judges in financial crimmed ML cases and improy
prosecutorial AML/CFT expertise. The recommendatidormulated in the
National Strategy regarding training should be ieplented speedily.

e

v

Recommendation
of the
MONEYVAL
Report

Measures taken t
implement the
Recommendation

of the Report

oThere is a section for suppression of money laingeunder the Ministry o
Interior. Police officers carry out only and spexifareas concerning mong
laundering and they are narrowly specialized owly that area. Currently, the
jobs are being carried out by seven police offiéerabovementioned section. T
rest of the police officers that work on affairsicerning suppression of commerg
crime also work on affairs concerning money lauimdgrit depends on the ca
itself. They also passed the training in the afesuppression of money launderin
The abovementioned section provides expert helpnvitis necessary.

3%
5e
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Recommendation
of the
MONEYVAL
Report

Establish requirements providing for professionatarglards (including
confidentiality and integrity requirements), andpextise/skills of the staff g

Securities Commissirthe Bar Association, the Chamber of Certified ifard).

supervisory bodies involved in the supervision red AML/CFT Law (for the

="

1

Measures taken t
implement the
Recommendation
of the Report

DArticle 237. of the Law on the market of securitéexl other financial instrumen
stipulates:

The president and the members of the Commissidhlshabliged to act with
expertise, conscientiously and impartially in perfing their duties. The president
and the members of the Commission shall not jedpattie autonomy in enacting
their decisions, as well as the autonomy of the @@sion. Any person, agency 0
organization shall not undertake any action tauifice the autonomy in operatiorj
and decision-making of the Commission or any ofriesnbers. Any person, agen
or organization shall not take actions that aredeen by law as the competence
the Commission, unless otherwise stipulated by law.

Recommendatior
of the
MONEYVAL

Report

8 The Securities Co
expertise/ skills of th

mmission has provided some irdtion on the requirements to professional standardbs
e staff, but not on thosedafidentiality and integrity.

6C

Ensure adequate, relevant, and regular training foombating ML and FT
throughout all supervisory bodies involved in thpervision of the AML/CFT Law,

ts
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Measures taken t
implement the
Recommendation
of the Report

pSince last on-site visit of MONEYVAL Committee, Natal Bank of Serbid
employees have attended to the following seminars:

NBS — BANK SUPERVISION

1. Combating Money Laundering Terrorism Financing amsluse of paymen
system, international developments and nationalsgestives, Banc
d’ltalia, Rome; (1 employee)
Fight against Money laundering, Banque de FranagsR1 employee)
Expert seminar “Financial Investigations” OSCE,@abe; (3 employees)
Anti Money Laundering and its Impact in the FinahcBector, OSCE|
Belgrade; (10 employees)
5. Seminar on supervision of AML/CFT, Central bankStbvenia, Ljubljana
Slovenia (2 employees)
Seminar on FT, OSCE — Mission to Serbia, BelgréZlemployees)
Seminar on FT, OSCE, Association of Serbian Barislgrade (2
employees)

pown

No

NBS — INSURANCE SUPERVISION
1. ,AML/CFT Course on Financial Supervision and risasbd approach’
IMF Institute, Vienna, 25- 29. May 2009, (2 empleg®
2. ,Regional Seminar on Selected Insurance Core Biegifor Supervisor
from Central and Eastern Europe, and Central Asi Branscaucasia]
FSI, Vienna, 20-24. April 2009 (one of the topigas the - Anti-Money

employee)

After attended seminars participants make predentédr all other employees wh
conduct on-site supervisions on AML/CFT issues.

- Through the Resolution of the Minister of Interfrom 24 of March 2010, wa
form a working group for making and implementatioihSector Action Plan fo
prevention of money laundering and financing ofdesm with assignment to mak
and, after the adoption, to monitor the implemtotaof Action Plan on the levg
of the Ministry of Interior with relations to assigients on legislative, institution
and operational level and on the level of profesalidraining and improvemen
envisaged by this Plan. According to the abovermaetl assignment, workiri
group has made Sector Action Plan for implementatib National Strategy fo
fight against money laundering and financing ofdesm and it is singed an
adopted on 27 of July 2010.

With relations to the recommendations of ActiomrPlconcerning profession
training and improvement, it was formed workin@gp of representatives fro
Department for vocational education, training, ioy@ment and science ai
representatives from Criminal Investigations Diceate with assignment to analy
educational needs for training, to establish mettaayy of professional training, t
assess capacity for training. Making of Plan army@am for specialized training
in progress, as well as the suggestions of therpatiss that are going to be part
annual Program of professional training and imprognt of police officers of th
Ministry of Interior, as well as the curriculum gffecialized courses.

Also, during 2010, police officers of the Ministrgf Interior, Criminal
Investigations Directorate and Service for Fightigt Organized Crime attend
bigger number of international seminars concerninfight against mone}

Laundering, Combating the Financing of Terrorisnd dnsurance) (1

L

1Sy

U

laundering and financing of terrorism (organized EA, in Dubrovnik, May
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2010, organized by OSCE, Viennapm 11 of June until 14 of June 201
organized by CIA- USA Embassy to Belgrade from fXBeptember until 17 o
September 2010 etc.)

Recommendation | The Serbian authorities should satisfy themselasthere are adequate resourg
of the | allocated to set up and maintain the AML/CFT systenthe policy level and tha
MONEYVAL policy makers are appropriately skilled and proddeith relevant training.
Report

Measures taken t
implement the
Recommendation
of the Report

developments (as reported by Serbian experts jpetiicg in various AML/CFT|
forums, most notably MONEYVAL, and other FATF-stylegional bodies) an
emerging ML/TF threats (as recognised by local armdrnational experts, an
operative staff). State bodies are focusing on ABRT issues and have already
up units (Police AML Unit) or designated staff wléw ML/TF specifically. No
special allocation of resources in the budgetspeitiic state bodies have be
made, mostly due to the global financial crisis ebhhas caused restrictions g
postponing of some measures in this area. Theret@iming of relevant policy

pSerbian AML/CFT system is constantly reviewing, @amaged by new AML/CFT

€S
At

set

en
nd

makers are currently carried out mostly throughhad-training, study visits, and
working meetings. This is expected to improve wikie implementation of a
comprehensive 2.4 million Euros AML/CFT projectaphed to start in late 2010
and funded mostly by the EU with the Council of &pe as the implementing
agency.
Recommendation | serpian authorities should ensure that the competewthorities for
of the sending/receiving mutual legal assistance/extraditirequests are adequatgly
:\?/'ONEtYVAL structured, funded, staffed to fully and effectiyarform their functions.

epor
Measures taken tpWith the aim of meeting this recommendation, ther figb systematisation of the
implement thg Ministry of Justice, which was adopted in Governtt'e@onclusion 05 No. 110-
Recommendation | 5297/2010 of 22/08/2010, the Mutual Legal AssistaBepartment was divided |n
of the Report two Sections — Section for Mutual Legal Assistamc€riminal Matters and Section

for International Legal Assistance in civil Mattehs this manner, specialisation pf
employees for mutual legal assistance in crimimad &egal matters was made,
thereby increasing the efficiency and timely perfance to a considerable extent
Also, we should bear in mind that certain formsnaditual legal assistance In
criminal matters are realised by the court andgmors’ offices directly, through
multilateral international instruments. Special $&rmutor's Office for Organised
Crime entered into bilateral agreements providimg &irect communication
between prosecutors’ offices.

Sections for mutual legal assistance employ a tftd5 employees, which makes
about 21% of the total number of employees at tivastty.

Recommendation Serbian authorities should review existing techhiesources available and take
of the | appropriate measures to ensure that proper technicaans and equipment (elg.
MONEYVAL ICT equipment, equipment for video/telephone cenfex, technical means
Report required for special investigative measures) arailable for competent authorities

enabling them to adequately respond to mutual legsistance requests.
Measures taken tpThere is equipment for maintenance of video comiegs in the Department for
implement the International Police Cooperation under the Minisifynterior. This equipment was
Recommendation | donated under the Project of SECI Center and iatiglisposal to the Police,
of the Report Prosecutor’s Offices and Courts.
Recommendation | |nitial and continuous training should be organiséar all staff of competent
of the | authorities responsible for sending/receiving mutlegal assistance/extradition
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MONEYVAL
Report

requests on a regular basis to ensure that they lsavadequate understanding|of
the relevant conventions related to internationabgeration in criminal matters as
well as the application of the new provisions amdcpdures for mutual assistance
and extradition set out in the MLA Law and the lawSeizure and Confiscation of
the Proceeds from Crime. Also, in order to enabtead communication between
judicial authorities, the Serbian authorities shdwonsider promoting trainings in
foreign languages for relevant professionals.

Measures taken t

implement the assistance in criminal and civil matters, both bfck lasted for two days.

Recommendation
of the Report

pJudicial Training Academy has organised two cyodesaining about mutual lega

Since 2010, the Judicial Training Academy, in coapen with ASER Institute
from the Netherlands, organised five four-day-cyskminars on mutual lega
assistance, EU standards, and cooperation in alraimd civil matters. Each of the
five cycles of seminars should end, according ¢éoptogramme, in April 2011.
Employees of the Asset Management Directorate ta@ falso participated in the
seminars about seizure/confiscation of proceeds tmime.
Judicial Training Academy, in cooperation with tit@ench Cultural Centre,
organises French language courses for the emplayeks judicial bodies, Judicia
Training Academy, Justice Ministry, and the Assetridlgement Directorate.

Recommendation The authorities should also develop general refegematerials, models forms and

of the
MONEYVAL
Report

circulars or practical guidelines which cover praml aspects of mutual legal
assistance in criminal matters and commentarigb®fexisting legal provisions.

Measures taken t

implement the the minister of justice on 29 December 2009 (Cdficbazette of the Republic of

Recommendation
of the Report

oln order to meet this recommendation, the new JaidRook of Rules, passed by

Serbia" No. 110/09) provides for the Form of thégoing request for mutual legal
assistance in criminal matters, civil matters, aiglomatic and consular matters,
the purpose of which is to have a uniform procedarbe followed by the judge
and prosecutors in requesting or responding to ahlggal assistance.
In early 2010, a commentary to the Law on MutuajdleAssistance in Criminal
Matters was developed in the organization of th€B#ission in Serbia.
In addition, also organized by the OSCE MissiorSarbia, a commentary to the
Law on Seizure/Confiscation of Proceeds from Crinas also developed in late.
Apart from the OSCE'’s legal adviser and the depgtdye prosecutor of Italy, judges
of the Appellate court in Belgrade and justiceshef Constitutional court as well as
a professor of the Faculty of Law in Belgrade giatticipated in the development
of the commentary. The commentary of the law pagyscial attention also tp
Chapter V of the Law, i.e. mutual legal assistance.

(%)

(Other) change
since the Ilas
evaluation

Uy

Recommendation 32 (Statistics

Rating: Partially compliant

Recommendation
of the
MONEYVAL
Report

t

Considering the various statistics presented todhaluation team before the vis
and afterwards, the evaluation team recommends ah#hnorities to consider
designating one single institution responsible fareping integrated statistigs
related to AML/CFT.

Measures taken t
implement the
Recommendation

DThe Republic of Serbia has through the competenisinies, where is the Ministr
of Interior as well, taken a part in Regional Bobjcalled :"Development d

—_ ]

monitoring instruments for judicial and institut®rdor law enforcement in the
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of the Report

Western Balkans” implemented by UNO&® funded by EU through CARD
Regional Action Program. Realization of this Projgeould, in the broadest sen
contribute to strengthening of answers of all cdaatof Western Balkans on crinj
and corruption in the region, adopting statisticchamisms that should provide
clear image of scope and type of crime (in thamfeork, money laundering ¢
well), but also corruptions, migration, issues c@ming asylum and visas,
accordance with the international standards and rEgulations. One of th
important segments refers to “statistic on monemdering” that should be adapt
by Directive 2005/60/EC on prevention of the usefficial system for the purpo
of money laundering according to which EUROSTAT nfed a set of ning
indicators for monitoring problems. In order topesd to this need, to adapt
these standards, it is necessary to edit and eatlthecprocess (electronic) of dg
transfer between the Directorate for money laumggron one side and specia
Police, Public Prosecutor’s Office and Court, oa dther side in order that wo
initiated by report on suspicious or cash transast{over the certain amount) col

That means that electronic database on cases ofymaunndering that are beir]
managed in all mentioned authorities, in otherdsaubject have to tie, includin
allocation of unique identification number peredisat is going to follow it fron
the beginning until he final verdict, in other werdecision, in order to obtain,
periodic sections, accurate and reliable dataaiivies and results that we
made in fight against money laundering and finagaf terrorism, and with tha
also qualitative parameters for planning and dioacof further preventive an
repressive activities.

Recommendation

Also, the authorities may consider keeping recomdsthe underlying predicat]
offences, on cases where there was an autonomousynteundering prosecutiof
cases which were tried in the same indictment apthdicate offence, cases wh
are self laundering and sanctions applied, as tisild enable them to monitor tf
effectiveness of implementation of the ML provision

oUnder the established system of gathering, recgrdimocessing and analyze
data concerning crime; and by that including alsionioal offence of money
laundering and financing of terrorism, statistis, well as analytic data are bei
recorded and processed, and data concerning ptedidaninal offence, or to b
more precise criminal offence by which was illegalbtained money and that p
into regular circulation (or it is tried). Thereéoidata concerning these crimin
offences are integral part of each analyze reletguoblems of money launderin
and financing of terrorism, because they indicatetlte most frequent types
crime by which the money is obtained, and thensedufor legal business, f
buying property etc. Thereby the problems concgrmironey laundering may b
seen on adequate and complete way.

of the
MONEYVAL
Report

Measures taken t
implement the
Recommendation
of the Report
Recommendation
of the
MONEYVAL
Report

should ensure that there is a requirement for cdemgeauthorities to maintail
comprehensive annual statistics on FT investigatigmosecutions and convictiory
should there be such cases.

Measures taken t
implement the
Recommendation
of the Report

oMinistry of Interior made assumptions in its infation system in order to evide
Jnvestigations related to criminal offence of fim@ng of terrorism, as soon as t
incrimination was implemented in Criminal Code. fehehave not been cas
concerning financing of terrorism, so far.

Recommendation

The authorities should maintain comprehensive aniedipe annual statistics on tl

of the
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MONEYVAL
Report

number of cases and the amounts of property framtned and confiscated relatil
to ML, FT and criminal proceeds.

9

Measures taken t
implement the
Recommendation
of the Report

DAccording to Article 72 of the AML/CFT Law the cdarand public prosecutor
offices are required to send regularly to the APWHta on ML and FT criming
offences as well as on seizure/confiscation of @eds acquired through tf
commission of criminal offences. Data on proceesliagd amounts of the propel
seized and confiscated is shown below:

Higher Court in Belgrade, Special Departmentfrom inception to 31 July 201
(in cases of organized crimg
Amount of confiscated assets
Cases:21 cases of organized crime (final conviction),iagial 31 persons
Confiscated Assets approx. EUR 1,136,440.00, USD 10,332,100.00, (
2,500,000.00, and DM 100,000.00
Cases of seizure/confiscation before Belgrade HigheCourt's Special
Department, as of the date of entering into force of the Lawn
Seizure/Confiscation of Proceeds from Crime in Ma009 until 31 July 2010
Amount of confiscated assets
Cases:1 case against 2 persons
Confiscated assetsright to use 17.5 ares of Belgrade city construrctémd
Amount of seized assets
Cases:31 cases against 31 indictees, their relativesyelated third parties
Seized assets:

49 apartments,

2 business premises,

approx. 4031,57 acres of land in Belgrade and wi#dgrade area

59123 shares of issuer Vojvodina AD Novi Sad (dhalser Consortium)

68390 shares of issuers UTP Putnik (shareholdes@tinm)

262637 shares of issuer Jedinstvo AD (shareholdas@tium)

23454 shares of issuers Jedinstvo AD (sharehodgtinstvo AD)

12 luxury passenger vehicles

EUR 42847
Higher Court in Kragujevac from 1 January to 31 July 2010
Amount of seized assets
In proceedings againsB2 persons (crimes including abuse of office, illic
trafficking in narcotic drugs, offering bribe, et&)total of RSD 1,043,303 (apprg
EUR 10.00Q was seized
Amount of confiscated assets
In proceedings againsi0 persons (crimes including illicit production an
trafficking in narcotic drugs, abuse of office, Jetw total of RSD 2,936,874.
(approx.EUR 28,000 was confiscated.
Higher Court in Subotica from 1 January to 31 July 2010
1 proceedings against 2 persons (illicit productiod trafficking in narcotic drugs
amount of confiscated property EUR 1475.00
Higher Court in Valjevo from 1 January to 31 July 2010
In 2 proceedings against 3 persons property inatmeunt of RSD 15,200 wg
confiscated (illicit production and trafficking imarcotic drugs)
Higher Court in Kraljevo during 2009 and 2010
Cases 5 proceedings against 7 persons (crimes inclliggt iproduction and
trafficking in narcotic drugs, etc)
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Amount confiscated RSD 47730
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Higher Court in PoZarevacfrom 1 January to 31 July 2010

1 proceedings against 1 person (abuse of office);

Higher Court in Smederevo

Cases:2 proceedings against 2 persons (taking of bribés)R 700 seized
Appellate Court in Belgrade

Cases:6 proceedings are under way before the AppellatgtGo Belgrade, agains
14 persons

—

Recommendation
of the
MONEYVAL
Report

Ensure maintenance of accurate, differentiated t¢imes and number of obligor,
types and number of irregularities, types and numbk applied supervisory

inspections conducted by supervisors relating toimmuding AML/CFT issues

measures [including pecuniary sanctions] etc), dcstemt statistics on on-site

throughout all supervisory bodies involved in thpervision of the AML/CFT Law,

5

Measures taken t

DStatistics on procedure for economic crimes sife new AMLCFT Law hasg

implement the come into force (March 2009), statistics on procedar economic crimes, as well

Recommendation | as statistics on misdemeanour procedure are attache

of the Report

Recommendation | Ensure maintenance of accurate, differentiatedtyipes and number of requestars

of the | and requested counterparties, number of refusedsatidfied requests, records on

MONEYVAL bases for refusals etc), consistent statistics amél requests for assistance,

Report throughout all supervisory bodies involved in thpervision of the AML/CFT Law,

Measures taken tpThe Securities Commission maintains single elearoecords on all incoming and

implement thg outgoing requests, including those relating togtpervision of implementation of

Recommendation | the AML/CFT Law by the obligors supervised by then@nission.

of the Report The Securities Commission has sent 5 requestsfaoeR®yn regulators. It received
replies to three requests, while replies are paniditwo requests. The Commission
replied to three requests sent to the Commissidiofigygn regulators.
In terms of national cooperation, the Securitiesn@ission sent 9 requests to the
national authorities regarding the implementatiérthe AML/CFT Law in 2010,
and received the requested data in all 9 casedtié&ally, the Commission sent|5
reports to the competent state authorities.

Recommendation | Undertake an on-going analysis of the risks of MLAwulnerabilities, sectors at

of the | risk, trends, etc) to streamline its AML/CFT stgyteand efforts as necessary.

MONEYVAL

Report

Measures taken tpStanding Coordination Group (hereinafter: SCG) I@an establish in April 2009,

implement thg and it is competent to supervise National Stratdgy Combating Money

Recommendation | Laundering and Terrorism Financing. SCG regularBeta one per month, and|is

of the Report dealing with ML and FT sectors on going analysicofplete AML/CFT system.
In 16 October 2009, Serbian Government adopted Abton Plan for the
Implementation of the National Strategy against BorLaundering and the
Financing of Terrorism. The AML/CFT Action Plan fagown a series of specific
measures and actions to be implemented in theirseframe, whose comman
objective is to contribute to the improvement dfoééncy of the entire AML/CFT]
system. The Action Plan is a special form of trenphhich concretizes, for each |of

the competent bodies, the objectives and measaigsdbwn in the AML/CFT|
Strategy. Recently, two subgroups have been fomnititin the SCG: for reviewing
current legal framework in NPO sector, and the ofbereviewing informal wayg
for cash entering and leaving the borders.

Because of implementation of almost all recommendat from the Nation

)

Strategy, Serbian Authorities are planning to achat Strategy with new aims and
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goals, and for the period of next 5 years.

Carrying out risk analysis as primary activity tishbuld point to basic risk factor
and by that direct service activity towards elinting or mitigating risk from
money laundering and, related to that, modify amahge already made action plg
on prevention and suppression of money launderirdytarrorism financing, ha
been established as an obligation also by the New dn money launderin
prevention and terrorism financing, that had beelivered on 19 March 2009, ar

that came into force on 18 September 2009. Howeaw, law, unlike the old one

encompasses field of terrorism financing suppressiad in a significantly precig
and more detailed way were established measures takvards prevention arj
detection of money laundering and terrorism finagcWithin that, new obligatio
of making risk analysis regarding money launderamyl terrorism financing i
being introduced. It should contain evaluation igk rfor each group or type (¢
party, business relation and service provided bytakipayer within its activity.

Liability of making state of play analysis, as wek determining regional an
international partners in fight against money lanty and terrorism financing an
cooperation modalities in the sense of signingtéitd agreement on cooperati
between competent authorities, establishing adequatcedure for collection an
access to data basis, were determined by Actiam @i the Mol of the Republic g
Serbia for the implementation of the National smgt for fight against mone

laundering and terrorism financing, that had beelivered in June 2010.

Realization of all the aforementioned should besdam:

1. Necessity of cooperation between the police jaditial authorities in fight
against money laundering and terrorism financinglofved by simultaneou
promotion of international cooperation in this area

2. Promotion of the internal organization of the IMd the Republic of Serbi
aiming grater efficiency of fight against moneyndering and terrorism financin
(in accordance with the Law on confiscation proseeficrime, Unit for financia
investigations was formed within the UKP-SBPOK);

3. Recognition of problems that police officers medth in detecting crimina
offences of money laundering and terrorism finaggcin

4. Recognition of special circumstances affectimgéase of degree of danger frg
money laundering and terrorism financing.

In accordance with this obligation, but also witttablished system of statistical &
analytical monitoring of security phenomena andnésieas well as activities ar
accomplished results of the Ministry, data on cnahioffences of money launderin
and terrorism financing are noted and processdaberJnigue information systel
of the Mol of the Republic of Serbia, in its cetimad database on detected 4
reported criminal offences and their perpetratofa program system name
"Criminal offences and perpetrators"). These dataaiterwards used within th
analytical investigating of security problems, peoblems of money laundering a
terrorism financing by bonding with security intstiag information and data fory
external sources. In this way, these problems egelarly analytically monitore
and investigated (time and space distribution, mirgd and other forms, modus
execution, trends and tendencies, profile of pespmt measures taken towar
perpetrators- deprivation of liberty, detaining,mther of criminal offences, file
criminal complaints, amount of "laundered moneyhftscated money etc.), whig
provides with sufficient parameters for creationqufality risk analysis, as lai
down by the Law and named Strategy, but also tsyrdtommendation.

Special attention is dedicated to tracking of diecand processing of mone
laundering as basic or side activity of organizaohimal groups. In that sense col
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be underlined that Mol of the Republic of Serbiegarding detection of mone
laundering as an activity of organized criminal ups, during 2010, mad
significant improvement- during nine months of thear, three organized crimin
groups were detected, that had been formed prgcigigh aim of carrying out
money laundering; totally 82 persons were reporéed]l person was deprived
liberty within these groups.

Recommendation | Pursue current efforts and develop the strategic amwllective review of th
of the | performance of the AML/CFT system as a whole.

MONEYVAL

Report

Measures taken tpStanding Coordination Group (hereinafter: SCG) Ieen establish in April 2004

implement the
Recommendation
of the Report

and it is competent to supervise National Stratdgy Combating Money

In 16 October 2009, Serbian Government adopted Abton Plan for the
Implementation of the National Strategy against BorLaundering and th
Financing of Terrorism. The AML/CFT Action Plan fagown a series of specif]
measures and actions to be implemented in theirseframe, whose commqg
objective is to contribute to the improvement dfcééncy of the entire AML/CFT|
system. The Action Plan is a special form of trenphhich concretizes, for each
the competent bodies, the objectives and measaigsdbwn in the AML/CFT|
Strategy.

Laundering and Terrorism Financing. SCG regularBeta one per month, and|i
dealing with ML and FT sectors on going analysisafplete AML/CFT system).

11
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Recommendation
of the
MONEYVAL
Report

The Serbian authorities should maintain comprehensinnual statistics on a|
mutual legal assistance and extradition requesisctuding requests relating t
freezing, seizing and confiscation - that are madeeceived, relating to ML, th
predicate offences and FT, including the naturethaf request, whether it wa
granted or refused and the time required to respond

O =

1]

AS

Measures taken t

oFrom June 2009 to November 2010, there were 5 seguer mutual legal

pal

implement the assistance in cases related to money launderirgréduests were related to mut
Recommendation | legal assistance in extradition and seizure/fregeonfiscation matters.

of the Report

(Other)  changes

since the last

evaluation

Recommendation 33 (Legal persons-beneficial owners)

Rating: Partially compliant

Recommendation
of the
MONEYVAL
Report

Review the existing registration mechanisms ingkacd take legislative and oth
measures to ensure that registered informationuithes accurate and up to da

Recommendations, for all legal persons and thah snformation is available tq
competent authorities in a timely fashion

details on beneficial ownership and control, as imkd under the FATEF

te

Measures taken t
implement the
Recommendation
of the Report

oThe Law on Business Companies prescribes that iadasscompany acquires t
status of legal entity upon its registration in fRegistry which is administered
accordance with the law regulating Limited Parthgrs Limited Liability
Company, Joint Stock Company, Cooperatives and €atige Associations an
other legal forms registered in the Register inoedt@nce with the Law. The san
Law prescribes the object of registration, in othards that the Register shi

ne
n

d
he
all

register the founding, merging and termination diuginess entity, any changes

n
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status and legal form, reorganization of a paricudusiness entity, data on the
business entity which are relevant for legal tratisas, data related to liquidatian
proceedings, bankruptcy proceedings and otherdddéamined by law.
The Law on Business Companies and the Law on Ratjist of Business Entitiels
does not differentiate between foreign legal aninaa entities founders, in other
words the same company start up related requiremaget prescribed for domestic
natural and legal entities as for foreign natural kegal entities.
The most common forms of business are Limited litgpCompanies and Joint
Stock Companies:

Limited Liability Company
A Limited Liability Company is a business compaoyrided by one or more legal
and/or natural entities, as members of the compemgonduct certain business
activities under a common registered name (Art., iidra. 1 of the Law onh
Business Companies).
For the foundation of a Limited Liability Companthe following supporting
documents are to be submitted together with thécgbion for registration:
» Proof of identity of the founders (copy of ID orgsport of a natural person
and/or certificate of registration for foreign I¢gatities)
» Articles of Association (decision or contract) witlertified signatures of the
founders
» Bank certificate on deposit of the monetary contiitn to an interim account ¢
a certified statement of the founder that the mamyetcontribution has beg
provided
« Agreement of the founders about the value of thérid contribution, unless it is
contained in the Articles of Association
« Decision on the appointment of the company reptesga, unless the
representative has bee designated in the Arti¢l&ssnciation
 Certified signature of the authorized represengativ

(Art. 35 of the Law on Registration of Businessities)

Joint Stock Company

A Joint Stock Company is a company founded by aneare legal entities and/or
natural persons, as shareholders of the compangprduct a specific business
activity under a common registered name, and wiaséc capital is defined and
divided into shares (Art. 184 of the Law on Bus;i€®mpanies).
Along with the application for the registration af joint stock company, the
applicant is required to submit the following:
« Proof of identity of the founders (copy of ID orgsport for a natural person
and/or certificate of registration for foreign I¢gatities)
» Articles of Association (decision or contract) witlertified signatures of the
founder

« Bank report on subscribed shares

» Bank certificate on deposit of the monetary coniiitms to an interim account
* Proof confirming publication with the contents of pblic invitation for
registration and depositing of shares (a prospedth the authorization of a
prospect by a competent body
* An estimate by an authorized evaluator of the valfien kind deposit of the
founder
« A decision on the nomination of representative ifepresentative was not
designated in the Articles of Association
» Certified signature of representative
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(Art. 36, para. 1 of the Law on Registration of Bess Entities)
The identity of the founders of a business company, their authority to sign arj

certify the Articles of Association are verified blge bodies competent for the

certification of signatures, which are the courtsnounicipalities, in accordang

with the procedures and requirements prescribedhbylaw on Certification of

Signatures, Scripts and Copies (Official GazettR$f39/93)

The Registrar does not check the accuracy of th@ dathe authenticity of the

documents submitted with the application for regtin (Art. 22, para. 2 of th
Law on Registration of Business Entities.
[l Limited Liability Company

A limited liability company is liable for its oblagions with all of its assets (Art.

104, para. 2 of the Law on Business Companies.

A member of a limited liability company is not ligbfor the obligations of th
company, except up to the amount of any agreedubpéid contribution to th
company assets (Art. 104, para.3 of the Law onrizass Companies).

A limited liability company may have a maximum & Biembers (Art. 104, para.
of the Law on Business Companies).

A Joint Stock Company
A joint stock company is liable for its obligatiomgth all of its assets (Art. 184
para. 1 of the Law on Business Companies).
The shareholders of a joint stock company are iabtd for the obligations of th
company, except up to the amount of any agreedubpéid contribution to th
company assets, in accordance with the law (Ard, J8ara. 3 of the Law o
Business Companies.
The registration of data on a business entity éigjpestionnaire)
Business entity data contained in the Registerienadevant information has beeg
omitted):

* Registered office

» Registered name, legal form, registered office ragilstration numbe
of the founder if the founder is a legal entity,afternatively the name and perso
number of the founder if the founder is a natusakpn

« Name and personal number of the Director and/or Ineesnof the
Board of Directors, depending on the legal formt(@rpara 1, item 10 of the La]
on Registration of Business Entities).
The Register of Business Entities also containgtainges of registered data (A
6, para. 6 of the Law on Registration of Businesttiés.
Along with the application for the registration diange of the registered office
the company, (limited liability company and joinbek company), a decision of th
competent company body on change of registeredeoiffito be submitted.
The Register of Business Entities registers chaimgése membership of a limite
liability company.
Along with the application for registration of aartge in the membership, ti
contract on transfer of the share must be submititid the certified signatures ¢
the transferor and acquirer of the share and retiea new member is acceding
the company, then proof of identity for the new nbem(copy of ID or passport fq
a natural person and/or certificate of registrafaforeign legal entities).
The identity of the transferor and acquirer of éiggeement on the transfer of shg
and the authority for signing and certificationtbé agreement are determined
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municipalities, in accordance with the proceduned eequirements prescribed
the Law on Certification of Signatures, Scripts &upies (Official Gazette of R
39/93).

The Registrar does not verify the accuracy of datathe authenticity of thg
documents submitted together with the applicatmmrégistration (Art. 22, para.
of the Law on Registration of Business Entities).

The Register of Business Entities does not regifbeinders or changes
shareholders in a joint stock company. The prowisiontained in Art. 207, para.
of the Law on Business Companies prescribes ttstaseholder, in relation to
joint stock company and third parties, is a peratio is registered as such in t
Central Registry of Securities, in accordance i law regulating the securiti¢
market.

Provision contained in Art. 2, para. 15 of the Law Securities Market and Oth
Financial Instruments prescribes that the Centrdifry of Securities, amon
other things, conducts activities related to thijue records on the lawful holde
of securities and other financial instruments amdtloe rights related to theg
securities or instruments, and on rights of thadtips related to the securities.

A limited liability company may have a Director afBoard of Directors (Art. 15
of the Law on Business Companies).

A joint stock company must have a Board of Diregi@krt. 307, para. 2 of the La
on Business Companies).

The Register of Business Entities registers chanmgese Director or Board o
Directors of limited liability companies, or in tigoard of Directors of joint stoc
companies.

Along with the application for registration, thecikon of the competent compa
body must be submitted concerning the dischargiefurrent director/chairma
and members of the Board of Directors and on thpoiapment of a new
director/chairman and members of the Board of Binscand the certified signatu
of the company representatives.

The registration of business companies is basedngmther principles, also on tl
principle of publicity according to which data caimed in the Register shall |
available to interested parties without any problfegal interest, and the princip
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of accessibility, according to which access toRegister is provided online and jin
other prescribed ways, for the purpose of registmataccess to data contained|in
the Register and issuance of extracts from thedRagArt. 3, para. 1, items 1 and 5
of the Law on Registration of Business Entities).
Recommendation | Strengthen preventative measures for deterring ftbm practice of setting up
of the | fictitious companies.
MONEYVAL
Report
Measures taken tpUnder the Law on Tax Procedure and Administratiwallgefuse to issue the TIN if
implement the it finds data that is not credible, among othendki thereby making it possible to
Recommendation | prevent a potential fictitious company from beirsgblished
of the Report The relevant article reads as follows:
IDENTIFICATION AND REGISTRATION OF TAXPAYERS
Tax Identification Number
Article 26
For the purposes of identification of taxpayers Tl Administration assigns TIN
to natural persons, entrepreneurs, legal persotiparmanent branch offices off a

non-resident legal person.
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TIN cannot be assigned to a legal person foundedarnmther legal person g
entrepreneur who has got outstanding liabilitiesttan basis of public revenues
relation to its line of business...

The legal entities, entrepreneurs and other esititiee registration of which lig
within the competence of the Serbian Business Regig\gency will be assigned
TIN through the Agency, within the deadline prelsed by the law governing th
registration of companies...

Should the Tax Administration establish, on theidbad the data from its ow
records , or from the records kept by other rele@anhorities, that the applicatid
for TIN contains the data that is not credible tfee founders of the company g
subject to protective measures and/or are preclfrdad the activity of founding
companies as a result of misdemeanour or criminatgedings, it will issue

decision rejecting the application for TIN withimet prescribed deadline.

Should the control undertaken by the Tax Adminigiraestablish that there we
legal impediments for the assignment of TIN at finee of assignation, the T3
Administration will issue a decision to revoke tergrily a TIN — pending thg
removal of the impediments...

(Other)  change
since the Ilas
evaluation

Uy

Recommendation 36 (Mutual legal assistance)

Rating: Partially compliant

Recommendation | The Serbian authorities should put in place a sysémabling them to monitor th
of the | quality and speed of executing requests.

MONEYVAL

Report

Measures taken tpin order to implement this recommendation in thes fegbs systematisation of th
implement the Ministry of Justice, adopted in Government condnsd5 No 110-5297/2010 of 2
Recommendation | August 2010, the Mutual Legal Assistance Departmeat divided into twd

of the Report

sections, namely the Section for mutual legal &msi® in criminal matters ar
Section for mutual legal assistance in civil mattén this manner, employees we
specialised for mutual legal assistance in criminad legal matters, whic
increased the efficiency and speed of the proceasbnsiderable extent.
Ministry of Justice, in cooperation with the Gowvernt of the Netherland
designed LURIS Project whose aim is to create abdese of requests for muty
legal assistance in criminal and civil matters.sTpioject enhances the speed
efficiency of the process and allows for a contadd monitoring of work an
efficiency of responding to mutual legal assistamequests. The cases in t
database can be searched by criminal offences, dfpautual legal assistang
given, persons against whom the mutual legal as&istis requested, as well
responding or requesting countries. It is possiblenter into a case at any tin
inspect the case and see the stage of the case. lAlss allows for a bette
coordination of authorities responding to requeastsequesting legal assistan
from other counties (courts and prosecutors’ office
A special component of the UN anti-terrorism prajes covers increasing of th
efficiency of mutual legal assistance.
Judicial Training Acadey’s training programmes, edmthe basic training
programme and permanent training programme forgsdmd prosecutors envisa
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special training for mutual legal assistance imanal and legal matters. The fir
generation of trainees of the initial training tlearolled in the Academy in Octob
2010 has mutual legal assistance as a separatdenodu

Recommendation | Serbia should clarify whether the application oftlariminality may limit its ability,
of the | to provide assistance in certain situations, parégly in the context of identified
MONEYVAL deficiencies with respect to the FT offence asrmdlunder Special

Report Recommendation II.

Measures taken toThe Law on Mutual Legal Assistance in Criminal Mast is very flexible. It
implement the provides for dual criminality as a basic requiremevhere the very title of th
Recommendation | criminal offence is not a precondition for mutuagal assistance. It is sufficient

of the Report

be satisfied from the description of a committetithat a certain criminal offence
provided for under our domestic laws. Also, legakistance in this sense
provided also in cases of minor offences, and nbt crimes.

In addition, the provisions of the Law are appliedly if there are no ratifieq
agreements with the specific country, whether éikdtor multilateral conventior
of if a certain issue is not regulated in such agrent or multilateral convention.
the bilateral agreement or convention does notigeoYor the dual criminality
requirement, then the provisions of the agreementanvention are applie
regardless of the convention or crime in question.

(Other) change
since the las
evaluation

Uy

Recommendation 38 (mutual legal assistance on cosdation and freezing)

Rating: Partially compliant

Recommendation | The shortcomings identified with respect to pranai and confiscation measur
of the | should be remedied as they may limit Serbia’s ghit take such measures bag
MONEYVAL on foreign requests in certain cases.

Report

Measures taken tbPlease see answer number 2 under Recommendation 36.

implement the

Recommendation

of the Report

Recommendation | Serbia should have arrangements in place for comtilng seizure and confiscatig
of the | actions with other countries.

MONEYVAL

Report

Measures taken toThe ministers of justice, internal affairs, andafice signed an Agreeme
implement the establishing a joint task force for the improvemehinternational cooperation i
Recommendation | suppressing crime - ILECUS. The basic aim is exgbaf operative information i

of the Report

cases with a foreign element, with internationglamisations and foreign countrig
This body coordinates activities in this field. @Gelines have been passed relate
procedures undertaken under this agreement. Tlsisnmaroved coordination an
cooperation of the three key ministries in mutegll assistance.
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(Other) change
since the Ilas
evaluation
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Recommendation 40 (Other forms of co-operation)

Rating: Partially compliant

Recommendation
of the
MONEYVAL
Report

The authorities should undertake a thorough revigvthe legal framework whic
governs international co-operation and informati@xchange and amend tl
existing laws governing the scope of action ofcalinpetent financial sector arj
non financial sector supervisory authorities to @mesthat they allow the wide
range of co-operation and that these bodies canhaxge information botf
spontaneously and upon request in line with the FAStandards unde
Recommendation 40.

Measures taken t
implement the
Recommendation
of the Report

DAccording to Article 220, para 1, item 15 of thec@sdties and Other Financig
Instruments Market Law the Securities Commissioapenates with internationg
organisations, foreign regulatory bodies and ottmmnestic and legal bodies a
organisations for the purposes of legal assistamckinformation exchange. Th
Securities Commission is also a member of the 10S&@ signatory to it
Multilateral MOU and it can exchange informationdais required to exchang
information with other supervisory authorities. Thew Draft law on securitie
incorporates also the provisions on the MMOU, disVis:
Article 280
The Securities Commission is signatory to the Natkral Memorandum o
Understanding (MMOU) of the International Organisat of Securitieg
Commissions (I0SCO) and is authorised to offerises/to the IOSCO membe
signatories to the MMOU and to exchange with therfolows:

1) Information and documents regarding the data reqdemcluding:

a) Updated records which allows for a reconstructibralb transactiong
with financial instruments, as well as records bffands and asset
from the account of a credit institution and brelealer company i
relation to the transactions
Records on the intermediary owner
supervision;

Data on any transaction, account holder, amourmuofhase or salg
time of transaction, price, as well as the perswadit institution or|
investment company that carried out the transagction

Personal statements given under material and cimiinability,
concerning the matters that are the subject-mettevoperation.
The information shall be exchanged, i.e. serviedsrred to in paragraph 1 of th
Article offered, under the condition that the bodsguesting information o
assistance provides explanation for its request,ifaappropriate proof is provide
that the information will be kept confidential.

b) and person ceyryout

c)

2)

The state authorities of Serbia, as well as otkesgns holding information that are

s

n

N

is

o =

the subject-matter of cooperation under para lisf Article, shall be required to
send it to the Securities Commission in line whb provisions of this Law, unless
this violates the laws or other legislation applistdsuch bodies and persons.
Recommendation | The authorities should ensure that exchanges ofrimdtion by supervisory and layw
of the | enforcement authorities are not made subject tprdjzortionate or unduly
MONEYVAL restrictive conditions.
Report
Measures taken tbBased on the MOUs signed, e.g. between the NBStsedunterparts, information
implement the is exchanged upon request and in writing, basedhenprinciple of reciprocity
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Recommendation | Situation is the same with the Securities Commissio

of the Report Wishing to make international cooperation as quiokl effective as possible, and
useful in operational terms, the Ministry of Intari Ministry of Finance and
Ministry of Justice signed, on 10 September, a ecatjpn agreement whose aim| is
to establish a single contact point in Serbia whigdhserve as an effective channel
for both the cooperation between these 3 bodiedaridternational cooperation in
criminal matters (International Law Enforcement @iwoation Unit — ILECU
Serbia). The ILECU procedures have been mainlyblskeed, and its operation |s
expected to begin by the end of the year, 7 daysek and 24 hours a day.
Also, another indicator of appropriate informatiexchange is the fact that certain
forms of mutual legal assistance in criminal mattalso are realised by the colrt
and prosecutors’ offices directly, through mulglal international instruments.
Special Prosecutor’s Office for Organised Crimeesad into bilateral agreements
providing for direct communication between prosecsitoffices.

Recommendation | The supervisory authorities should keep comprekiensiatistical information on

of the | the exchange of information with foreign countetpaincluding on whether the

MONEYVAL requests were granted or refused.

Report

Measures taken toNBS — BANK SUPERVISION

implement the In accordance with the provisions of the MemoranslwhUnderstanding (MOU),

Recommendation | signed between National Bank of Serbia and oth@ersisory authorities, and

of the Report following the course of increasing cooperationhie field of banking supervision,
National Bank of Serbia informs other supervisomgharities about the measurgs
conducted over bank which is a subsidiary bankeftiank with residence in that
supervisory authority country.
Since the last MONEYVAL committee evaluation, NatiBank of Serbia has sent
nine information according to the MOU'’s.
The List of Memorandum of understanding, which N signed are affordable in
public, and can be found on NBS’ s web site, okslin
http://www.nbs.rs/export/internet/english/55/55 tthh(English version)
The Securities Commission has exchanged informaitiordb cases with threge
counterpart foreign supervisory authorities sirteelaist evaluation.

(Other)  changes

since the last

evaluation

Special Recommendation | (Implementing UN instrumets)

Rating: Partially compliant

Recommendation | The same recommendations on criminalisation of f@noe as well as on further

of the | improvement of freezing and confiscation mechanamseiterated in this context.

MONEYVAL In particular, Serbia should

Report - Define the FT offense in line with the definitiof the offense in the FT
Convention;

Measures taken tpLaw amending the Criminal Code from September 2(@Bicial Gazette of the

implement thg Republic of Serbia" No. 72/09) amends Article 393oiminal Code, which now

Recommendation | reads as follows:

of the Report “(1) Whoever directly or indirectly provides or tedts funds intended for financing
commission of criminal offences specified in Artisl312, 391 and 392 hereof, shall
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be punished by imprisonment of one to ten years. “

Recommendation
of the
MONEYVAL
Report

- Put in place adequate measures to fully addressrequirements under S/RE
1267 (1999) and successor resolutions and S/RES (PZ8D1).

Measures taken t
implement the
Recommendation
of the Report

DThe Law on Restrictive Measures Undertaken on tsisBof UN Security Counc
Resolutions, including the S/RES 1267 (1999) amtessor resolutions and S/R
1373 (2001) is in the drafting process (Foreignak§f Ministry is in charge of it
drafting).

(Other) change
since the las
evaluation

U7r

Special Recommendation Il (Freeze and confiscatefrorist assets)

Rating: Non compl

iant

Recommendation
the
Report

MONEYVAL

af The evaluators strongly recommend that the autiesriadopt a comprehensive 4
of rules (judicial or administrative) which wouldna&ble them to adequate
implement the targeted financial sanctions contdirie the United Nation
Security Council Resolutions (UNSCRs) relating foe tprevention ang
suppression of the financing of terrorist acts — MR 1267 and its success
resolutions and UNSCR 1373 and any successor itasodu related to the
freezing, or, if appropriate, seizure of terrorisissets and address ¢
requirements under the 13 criteria of SRLIII..

Measures taken
implement
Recommendation
the Report

the

toAccording the Action Plan for implementing recommations of Money Va
Committee, which was adopted by the Serbian Govemtron 15 May 2010
f Ministry of Foreign Affairs is competent for draftj Law on restrictive measurg
undertaken on the basis of United Nations Secu@iyuncil Resolutiong
(UNSCRs) relating to the prevention and suppressfdaie financing of terrorig
acts — UNSCR 1267 and its successor resolution{JAIRCR 1373.

This Law is still in the process of drafting.

(o

Recommendation
the
Report

MONEYVAL

f The authorities could also consider implementing tireasures set out in the B
Practices Paper for SR.III.

(o
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Measures taken
implement
Recommendation
the Report

the

toSerbian authorities are considering the Best RextPaper for SR Il in th

context of drafting of the Law on Repressive Measur

of

(Other) chang
since the
evaluation

las

e

1*2}

Special Re

commendation VI (AML requirements for momry/value transfer services)

Rating: Partially compliant

Recommendation
of the
MONEYVAL
Report

As it is only banks, and in some cases the PosteQffi Serbia that may condu
international remittances, Serbia’s compliance withis Recommendation

inextricably linked to its compliance with otherd®@exmendations which apply
financial institutions. The evaluation team’s recoandations, elsewhere in th

S
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report, particularly with respect to Recommendasigh11, 13-15, 17, 21-23, ar

d
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Special Recommendation VII, are also relevant here.

Measures taken t
implement the
Recommendation
of the Report

0The PTT Serbia and banks only may carry out intevnal remittances, and the
are therefore explicitly designed as obliged esgitaccording to the AML/CF]
Law. Indicators have also been developed not amiytife banks, but also for PT|
Serbia.

Recommendation

Serbian authorities should take quick action toueaghat Post Office branches |

he

of the | subject to AML/CFT supervision.

MONEYVAL

Report

Measures taken tpForeign Currency Inspectorate, has been conduotirgjte control of PTT “Srhija]
implement the within the remits of its competence regarding AMECLaw.

Recommendation | public EnterpriselITT “Srbija” undertakes all actions and measures urider

of the Report

AML/CFT Law (“RS Official Gazette” No 20/09 and T®), and the Foreig
Exchange Inspectorate, pursuant to Article 11 efRilebook on methodology fq
the execution of tasks under the AML/CFT Law wasittbe Annual Report abol
the conducted internal supervision and measuresrtaien.

Dr
ut

Recommendation
of the
MONEYVAL
Report

A

g

Requirements should be introduced for MVT serviperators to maintain
current list of agents and to make it availablehe designated competent authori

L
ty.

Measures taken t

DAt the initiative of the Foreign Exchange Inspeater the Draft Law Amending th

implement the Law on Foreign Exchange Operations gives compeseticéhe Foreign Exchange

Recommendation | Inspectorate for supervision under the AML/CFT Laas they concern money

of the Report transfer services, factoring and forfeiting
Standing Coordination Group continuously works lom issues covered by SR 6.|In
particular, the SCG has set up a subgroup in dalanalyse formal and informal
money transfer systems. The subgroup is composébeofepresentatives of the
Foreign Exchange Inspectorate, NBS, Ministry of eigm Affairs, Ministry of
Interior, Customs Administration, and the APML. TA®ML has been active in
gathering experience from other AML/CFT systemsarding the money transfer
remitters, and the forthcoming IPA (EU/CoE) AML/CHroject is expected tp
bring international experts who will assist Serbéanthorities to further improve the
AML/CFT system in the area covered by SR 6.

Recommendation | Serbian authorities made no indication that theyrewvactively attempting to

of the | uncover illegal remittance activity and there ildi if any attention being paid to

MONEYVAL this by relevant ministries and the supervisoryhadities. It is recommended that

Report supervisory authorities when inspecting businessesther matters also be alert to
the possibility that illegal remittance activity gnbe occurring. In addition, Serbign
authorities could focus more broadly at looking Sgns of underground bankirjg
as well as alternative remittance.

Measures taken toThe Foreign Exchange Inspectorate takes into atcanth closely inspects, in its

implement the on-site inspections, whether there any signs afraditive remittance systems [or

Recommendation | their operators

of the Report

(Other) changes

since the last

evaluation

Special Recommendation VII (Wire transfer rules)
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Rating: Partially compliant

Recommendation
of the
MONEYVAL
Report

Provide in legislation for obtaining full originatdnformation in the case domest
payment transactions, and for including such infation in the message ¢
payment order accompanying the transfer.

Measures taken t
implement the
Recommendation
of the Report

0"According to the Law amending the AML/CFT Law, nesbligation for the
obliged entities is the requirement provided fodem SR VIII, regarding wirg
transfers. Law amending the AML/CFT Law also ttiesmplement, the provision
of Regulation (EC) No 1781/2006 of the Europeani&aent and Council of 1
November 2006 on information on the payer accomipanyansfers of funds). Th
definitions of wire transfer and the terms connéatdéth wire transfers are in th
Article 1 of the Law amending the AML/CFT Law, whi@amends Article 3 o
current AML/CFT Law. Article 1 of the Law amenditige AML/CFT Law, readg
as follows:

provider, on behalf of the originator of the winmansfer, which is carried ol
electronically, in order to make the funds avaiatd the beneficiary of the wir
transfer at another payment and collection sempioeider, irrespective of whethg
the originator and the beneficiary is one and Hmaesperson.

30) 'Payment and collection service provider' -alegr natural person which

services referred to in item 8) of this Article.
31) 'Originator of the wire transfer' - legal ortural person holding an account w
the payment and collection service provider anaidnd the transfer of funds fro

"29) 'Wire transfer' - transaction carried out byayment and collection servi¢

registered for providing payment operation servieasswell as the money transfer
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the account, or a legal or a natural person ordettie transfer of funds at the
person referred to in item 8) of this Article.
32) 'Beneficiary of the wire transfer' - legal oatural person to whom the
transferred funds are addressed.
33) 'Payment chain intermediary' — payment andectiin service provider who |s
not engaged by the originator or the beneficiarytld wire transfer, while
participating in the execution of the wire transfer
34) 'Unique identifier' — a combination of lettensimbers and signs determined by
the payment and collection service provider in atance with the payment and
collection system protocols or system of messaged in money transfers.”
Recommendation | Provide in legislation for verifying the identity the originator in accordance with
of the | Recommendation 5, at least for all wire transferEdR 1.000 and more.
MONEYVAL
Report
Measures taken tpArticle 4 of the Law amending the AML/CFT Law, whi@addes new Articles 12a,
implement the 12b and 12c of current AML/CFT Law, regarding wiransfers, reads as follows
Recommendation " Article 12A
of the Report
(1) Payment and collection service provider shalllect accurate and
complete data on the originator and include itim form or message accompanying
the incoming or outgoing wire transfer, regardleéshe currency. Such data shall
accompany the wire transfer throughout the entagnent chain, regardless of

whether intermediaries participate in the paymdmirt and regardless of the
number.

(2) Data referred to in paragraph 1 of this Articielude:
name and surname of the wire transfer originator

Alg

78



- address of the wire transfer originator
- account number of the wire transfer originatorhar tinique identifier

(3) If obtaining the data concerning the addressthaf wire transfer

originator is impossible, the payment and collectservice provider shall obtai
instead of the address, some of the following data:

- unigue identifier;

- place and date of birth of the wire transfer organ;

- national ID number of the wire transfer originator

Article 12B

(1) The payment and collection service providerlsidantify and verify
the identity of the wire transfer originator befosech transfer in the mann
provided for in Articles 13 to 18 of this Law.

(2) If the wire transfer is carried out without opeg an account, th
obligations stipulated in paragraph 1 of this Aetishall be carried out only in ca
of transfer of the RSD equivalent of the amouriEoR 1000 or more.

(3) The payment and collection service provider lisHalfil the
requirements referred to in Article 12A, paragrdpbf this Law always when the
are reasons for suspicion on money launderingnantting of terrorism, regardle
of the amount of the wire transfer.

(4) If the wire transfer does not contain accueaid complete data on the

wire transfer originator, the payment and collectgervice provider shall obtai
within three days from the date of transfer receipé missing data or refuse
execute such transfer.

(5) Payment and collection service provider shafisider terminating th

business relation with the other payment and cidlecservice provider whicl
frequently fails to fulfill the requirements fronrticle 12A paragraph 1 of this Lay

of which the latter shall be previously warned.eTgayment and collection servi
provider shall inform the APML about the terminatiof such relation.

(6) Payment and collection service provider shatisider whether the lag
of accurate and complete data on the wire tramsfgimator constitutes reasons for

suspicion on money laundering or financing of tesr, of which it shall make a
official note to be kept in line with the law.

(7) The provisions of Article 12A and of this Atcshall be applied

irrespective of whether the wire transfer is domeest international.

Exemptions from the requirement to obtain datahenvtire transfer originator
Article 12C

(1) Payment and collection service provider is meofuired to obtain wire

transfer originator data in the following cases:

1) when the wire transfer is carried out from an aot@pened with the
payment and collecting service provider and ifabhstomer due
diligence actions and measures have already betarmped in line
with this law.

2) when using credit and debit cards, if

- the wire transfer originator has a contract wfite payment and collectig

service provider under which it can carry out pagméor goods ang

services;

- the money transfers are carried out using thgquenidentifier based o

which the wire transfer originator can be identfie

to
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3) when paying taxes, fines, and other public pEym
4) when both the originator and beneficiary ofenvhe wire transfer ar
payment and collection service providers actingtlf@ir own account an
on their own behalf;

5) when the wire transfer originator withdraws repfrom their own account.”

Recommendation | Define a requirement for financial institutions tadopt effective risk-base
of the | procedures for identifying and handling wire tragrsf not accompanied Q
MONEYVAL complete originator information.

Report

Measures taken tpAccording to the Law amending the AML/CFT Law, wheire transfer is no
implement thg accompanied by complete originator information, fheyment and collectio
Recommendation | service provider shall obtain, within three daysrthe date of transfer receipt, {

of the Report

missing data or refuse to execute such transfermeat and collection servig
provider shall consider terminating the businefation with the other payment an
collection service provider which frequently fails fulfil the requirements o
complete originator information. The payment antlection service provider sh

inform the APML about the termination of such riglat Payment and collectig
service provider shall consider whether the laclaafurate and complete data
the wire transfer originator constitutes reasomnsispicion on money laundering
financing of terrorism, of which it shall make affical note to be kept in line with
the law.

Recommendation
of the
MONEYVAL
Report

Legislatively provide for sanctions applicable tomey transfer businesses for th
failure to meet the requirements of SR VII.

Measures taken t
implement the
Recommendation
of the Report

o] According to Article 23 of the Law amending tReML/CFT Law, which
amends Article 88 of current AML/CFT Law, the paymeand collection servic

provider fails to met requirements regarding wirgnsfers, shall be charged f

follows:
“(1) A legal person shall be punished for an ecaoaffence with a fing
amounting from RSD 500,000 to RSD 3,000,000, if it:
5a) Fails to obtain accurate and complete dataeraimgy the originator of th
electronic transfer or fails to include it into tfeem or message accompanying {

(Article 12a, paragraph 1);

5b) Fails to establish and verify the identity dfetoriginator of the
electronic transfer before the execution of suahdfer, in the manner provided fj
in Article 13, paragraph 2, and Article 15, pargqir® of this Law (Article 12b
paragraph 1);

5¢) Fails to meet the requirements laid down ircdatl2, paragraph 1 o
this Law at all times when there are reasons tpestisnoney laundering or terrori
financing, regardless of the electronic transfeoam (Article 12c, paragraph 3);

5d) Fails to obtain missing data or fails to reftise execution of th
electronic transfer if the electronic transfer elccurate and complete d:
concerning the electronic transfer originator, ailsf to obtain such dat
within the specified time limit (Article 12b, panagph 4); “

economic crime. Article 23 of the law amending #®BIL/CFT Law, reads as

incoming or outgoing electronic transfer of fundegardless of the currenc

[S3N¢)]
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ata
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Recommendation
of the

Provide effective mechanisms for ensuring compéasfanoney transfer business
(particularly, PTT “Srbija”) with the requirementsf SR VII.

es

MONEYVAL
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Report

Measures taken t

implement

the

Recommendation

of the Report

ODraft Law on Foreign Exchange Operations addreskixdissue by prescribin
registration (licensing) of persons involved in ragiiransfer services. It is expect
that Law on foreign exchange operation will be pdsi the beginning of ne
year.

The Foreign Exchange Inspectorate has issued @Geddbr money laundering arj

terrorism financing risk assessment regarding maraysfers services, which are
available on the Foreign Exchange Inspectoratesitel(www.devizni.gov.rs).

—

d

(Other) changes
since the last
evaluation

Special Recommendation VIII (Non-profit organisatians)

Rating: Non compliant

Recommendation o
the MONEYVAL
Report

f Conduct a review of the adequacy of domestic lavdsragulations that relate t
NPO-s for the purpose of identifying the featurad &ypes of NPO-s that are
risk of being misuses for FT and conduct periogasisessments by reviewing n
information on the’ sector’s potential vulnerakiiis to terrorist activities.

at
ew

Measures taken t

implement the
Recommendation o
the Report

OSubgroup for reviewing adequacy and legal framevimiPO sector in Republi
of Serbia was formed within the Standing CoordmatGroup for monitoring
fimplementation of National Strategy for CombatingoMdy Laundering an
Terrorism Financing. Members of that subgroup amresentatives of differel
Serbian authorities:  Ministry of Interior, Minigtrof Foreign Affairs, Tax

Administration, Security Information Agency and ABMSubgroup is in the

process of collecting international experience #&bthis issue. Project o
Strengthening the capacity of AML/CFT system in ifer worth 2, 4 million
Euros is going to start in November 2010. One efgbals of this project is {
address this issue in the next period of time.

nt

n)
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Recommendation o
the MONEYVAL
Report

fReach out to the NPO sector with a view to protecthe sector from terroris
financing abuse. This outreach should include:aising awareness in the NP
sector about the risks of terrorist abuse and thailable measures to prote
against such abuse; and ii) promoting transpareramgountability, integrity, ang
public confidence in the administration and managetof all NPO-s.

Measures taken t

implement the
Recommendation o
the Report

oOn 14 July 2009 Law on Associations was adoptedoAting Article 2 of Law|
on Associations, an association is a voluntary, -g@vernmental, non-profi

f organization, founded upon the freedom of assaciatf several natural or leg
entities, established for the purpose of achieging improving a specific joint g
common object and interest, provided that these rane prohibited by the
Constitution or Law.

=

Recommendation o

f Take measures to promote effective supervision amitoring of NPO-s which

or

the  MONEYVAL | account for a significant portion of financial rasges under control of the sect
Report and a substantial share of the sector’s internadicactivities.

Measures taken tplt is prescribes that Ministry of Public Adminisiian and Local self governme
implement theg is competent to supervise implementation of Law amsociation. Inspectio
Recommendation df control shall be conducted by the administrativapattors.

the Report Law on associations prescribes penal provisiomsfdding to fulfil some of

obligations prescribed by Law on associations fientic crime and some ming
offences).

—

h
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Recommendation o

f Review the legal framewaork to ensure that:
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the MONEYVAL
Report

a) NPO-s maintain information on purpose and objectif¢heir stated
activities and on the identity of the persons wivm,ocontrol or direct]
their activities, including senior officers, boandembers and trustee
and that such information is publicly available;

Measures taken t

implement the
Recommendation o
the Report

oln the Law on association, Article 10 it is prebes that an association may

fshall have residence, or registered office, on tdrétory of the Republic o
Serbia. Any legally capable natural or legal entitpy be the founder of 4
association. Association is establish b adoptingicksr of incorporation ang
Memorandum of association. Activities of associaio are transparen
Memorandum of associations shall consist of: persoames, that is busine
names of the founders, their place of residence ragitered office addres
name, registered office and address of the asgmgiahe area in which th
association pursues its objects; the purposes fochwit is being establisheq
personal name and place of residence and addres$e qferson authorized
represent the association; signatures of the fosndend unique person
identification numbers for nationals, or passpamnber and country of issue f
founders who are foreign nationals, and date optaoio of the Memorandum ¢
Association.

Recommendation o
the MONEYVAL
Report

f b) all NPO-s are adequately registered and that infation is available

to competent authorities;

Measures taken t
implement the
Recommendation o
the Report

pAccording the Article 4 of Law on associations, ist@tion in the Register d
Associations is condition for to acquire as a legutity. Article 4 of Law on
f associations reads as follows:
" Registration
Article 4
Registration into the Register of Associationsakiatary.
Starting with the date of registration into the Regr, an association acquires {
status of a legal entity.”
According the Article 5 of Law on Associations, thetivities of associations a
public. Article 5 of Law on Associations reads akdfws:
"Transparency
Article 5
The activities of an association shalbpen to the public.
The enforcement of transparency shatkelgelated by association’s Articlg
of Association. ”

founded by a minimum of three founders, wherebleast one of the founder

S

DI

[e

S

have been spent consistently with the purpose #@fettives of the
organisation and keep such data for a period déast 5 years;

c) record keeping requirements for NPO-s include rdsoof domestic
and international transactions sufficiently detdil verify that funds

D

Recommendation o
the MONEYVAL
Report

f According the Article 39 Law on associations, ags@mn are obliged to carry ol
their own business accounting, financial statermrserd to audit their financig
statement. Article 39 Law on associations readslisvs:

Business accounting and financial statements
Art. 39
An association shall manage its busiressunting, draw up financiz

—

I
)|

statements, and is subject to the obligation tatdtsl financial statements, i
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accordance with the regulations governing accogrdird auditing.

Annual accounts and progress reportshenactivities of the associatiq
shall be submitted to the members of the assoniaitiothe manner prescribed
the Articles of Association.

According the Article 41 Law on associations, assdtassociation can be on
used for the achievement of the objects of thedason defined in the Articles @
Association.

Any disposal of the assets of an association wisidh violation of the provision
of Law on associations shall be null and void (#ei44 of Law on Association).
Article 73 of Law on associations prescribes miaffence (fine from 50.000 t
500.000 RSD), for association if it does not ussetisolely for the purpose
achieving its statutory objectives.

Measures taken t

9] d) there are measures in place to sanction violatiaisoversight

implement the measures or rules by NPO-s or persons acting oalbehNPOs
Recommendation of

the Report

Recommendation dflt is prescribes that Ministry of Public Adminisiian and Local self governme
the MONEYVAL | is competent to supervise implementation of Law amsociation. Inspectio
Report control shall be conducted by the administratisspéttors.

Law on associations prescribes penal provisiomsfdding to fulfil some of
obligations prescribed by Law on associations feotc crime and some min
offences).

Recommendation o
the MONEYVAL
Report

flmplement measures to ensure that competent atig®orican effectivel
investigate and gather information on NPO-s a®tisnh criterion VIII.4.

Measures taken t
implement the
Recommendation o
the Report

pAccording the Article 26 of Law on association, Adistration of the Register g
Associations is competent to carry out Register
f The Register on associations is kept in the wrifem as a unique centralize
electronic database.
Article 28 of Law on associations prescribes contérRegister. Article 28 read
as follows:

“Article 28
The contents entered into the Register are: namdeabdbreviated name of tl
association, registered office and address of $hecation; work scope area; ds
of establishment of the association; commercial atiter activities directly
conducted by the association; personal name, pégermanent or temporal
residence and unique personal identification numberpassport humber an
country of issue of the authorized representatitb@association; the time perig
for which the association is being established; temship in a federation ¢

data on status changes; data related to liquidatiod bankruptcy of th
association; note on the institution of the procedar banning the activities of g
association and ban on the activities of an asSonjadissolution of ar
association; number and date of issue of the @extif of Registration, changes
data and strike off from the Register.”

aksociations|

associations; date of adoption of and amendmerntset@rticles of Association;

n
in
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Recommendation o
the MONEYVAL
Report

f ldentify appropriate points of contacts and proceguto respond to internations
requests for information regarding particular NPOthat are suspected ¢
terrorist financing or other forms of terrorist spert.

Al
of

Measures taken t

oThe primary point of contact for matters relatedtéoorism is the Ministry o

[

implement the

Interior, Criminal Police Directorate, Departmeot Monitoring and Investigatin
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Recommendation dof Phenomena of Terrorism. When necessary, militatglligence agencies assists
the Report the police by providing relevant intelligence andformation. Therefore any
request regarding an NPO in Serbia suspected af ioeiolved in terrorism
financing should be addressed to the Ministry tdtior.
(Other) changes
since the last
evaluation
Special Recommendation IX (Cross Border declaratiomand disclosure)
Rating: Partially compliant
Recommendation | Ensure that the new requirements introduced in AWL/CFT law are speedily
of the | implemented, that the form and content of the newladation procedure are
MONEYVAL prescribed and that they are well disseminatedhattiorder checkpoints.
Report
Measures taken tpArticle 67 of current AML/CFT Law, have stipulatexbligation for any natural
implement the person crossing the state border carrying beargotiable instruments amounting
Recommendation | to EUR 10,000 or more, to declare it to the commtatastoms body.
of the Report On 24 September 2009, Minister of finance issuedelstiok on cross-border
transfer of currency and other bearer negotiatdgument declaration (published fin
The Official Gazette of Serbian Republic, no 78&00By abovementioned
Rulebook Serbian Authorities have tried to implem&egulation (EC) of the
European Parliament and of the Council of 26 Oct@B®5 on controls of cagh
entering or leaving the Community. Rulebook inclidieclarations forms, which
are in Serbian and English language, and are disated at the border
checkpoints.
Declaration forms, which are be language (in Serlaiad English language) haye
been printed out and disseminated to all bordessing points.
Billboards with basic information on rights and igstof the travellers in passenger
traffic (placed on visible spots at border-crosspajnts, before one comes to the
Customs inspection) — in the process of printing
Recommendation | Introduce freezing requirements envisaged by SRidl the UNSCR in the vase|of
of the | persons who are carrying out a physical cross-botdensportation of currency of
MONEYVAL bearer negotiable instruments that are related 1o F
Report
Measures taken tpAccording the Article 69 of current AML/CFT Law, éhcompetent customs body
implement the shall temporarily seize the bearer negotiable umsémts that have not been declared
Recommendation | and shall deposit them into the account, kept @ithNational Bank of Serbia, held
of the Report by the body competent to adjudicate in minor ofeemroceedings. A certificate
shall be issued on any seized bearer negotiakitelinents.
Recommendation | Introduce requirements and procedures to ensuré ith@ases when the Customs
of the| discover an unusual cross-border movement of gumleicious metals or precioys
MONEYVAL stones they should consider notifying, as apprderighe foreign competent
Report authorities from which these items originated andfo which they are destined,
and to enable cooperation in such cases.
Measures taken tpShould the Serbian Customs Administration noticénarease in the movement pf
implement the gold, precious metals and precious stones, thetigoahdestination can be notified
Recommendation | in the following way:
of the Report e Through the Customs Administration intelligencetuni
e Through SECI liaison officer
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* Routinely —on the basis of signed agreements.
Should the goods in question be gold, precioutalse@nd precious stones that
were subject to administrative or criminal procegdi Customs Administratio
forwards the case to competent authorities, whithdetermine the origin of suc
goods.
When gold coins and metal antiquities are in qaestCustoms Administration
will proceed to act based on ti@onvention on the Means of Prohibiting and
Preventing the lllicit Import, Export and Transfer of Ownership of Cultural
Property.
Customs Administration implements relevant priovis of the Law on thg
Prevention of Money Laundering and Terrorism Fimagicbut it does no
implement penal provisions against the offendetschScases are forwarded [to
relevant authorities.
In line with the above statement, Customs Admiat&in cannot change penal
policy in this segment.

=]

(D

Recommendation | Enhance domestic law enforcement co-operation legtwige customs, immigratid
of the| and other competent authorities to respond to dites and to analyse th
MONEYVAL information collected under the legal requiremeimtplementing SR.IX to develop
Report AML/CFT intelligence.

® >

Measures taken tpThis recommendation is implemented by Agreemen€Conperation in Integrate

implement the
Recommendation
of the Report

o

Border Management, which has been concluded byaeserbian Ministries.
Implementation of the Agreement on Cooperation in mtegrated Border
Management —Signatories: Ministry of the Interior, Ministry &finance, Ministry|
of Agriculture, Forestry and Water Management, 8linyi of Infrastructure. The
Agreement establishes cooperation between thetsigemwith regard to integrated
border management for the purpose of enhancemesecoirity, prevention of any
kind of criminal activities, faster flow of passemg, goods and capital, efficient
collection of customs duties, other import duti®A\T, excises and charges
prevention of entry of animal and plant quarantidiseases, prevention of
corruption and protection of integrity of civil sents with a view to contributing
economic development of the country and raisingcieficy in cross-border
agencies’ activities.

Also, MOU between APML and Customs have been conded.
Implementation of the Agreement on Cooperation andExchange of Data —|
Signatories: Anti-money Laundering AdministratiomdaCustoms Administration.
The Agreement defines relations between the sigeatin respect of cooperation
aimed at establishing, maintaining and developileger mutual communication,
understanding and cooperation concerning excharfgelata and information
significant for revealing and preventing money ldering and efficient control gf
foreign trade activities.

Recommendation | Increase the level of sanctions to ensure that #eydissuasive.

of the

MONEYVAL

Report

Measures taken tpAccording the Article 90 paragraph 2 of current AMGET Law, any natural persan
implement the not declaring to the competent customs body a dvoeder transportation of bearer
Recommendation | negotiable instruments amounting to EUR 10,000 @remin RSD or foreign

of the Report

currency shall be punished for minor offence witliire amounting from RSD
5,000 to RSD 50,000 (Article 67, paragraph 1).

If the declaration does not contain all the reqlidata, the natural person shall |be
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punished for minor offence with a fine amountingnfr RSD 500 to RSD 50,00
(Article 67, paragraph 2).

Recommendation | Strengthen the effectiveness of the sanctionscoueage declarations.

of the

MONEYVAL

Report

Measures taken tbAccording to the Proposed Law Amending the AML/CEaw courts will be
implement thel responsible for minor offence proceedings. Having mind the most recer
Recommendation | reorganisation of courts in Serbia, and the neerival court management systen

of the Report

the efficiency and speed of processing of the maftences related to declaratio
is expected to improve, while the system itself wibvide accurate and comple
statistics on the cases.

Recommendation | Consider maintaining the reports in a computerisddtabase, available t
of the | competent authorities for AML/CFT purposes and ldisth strict safeguards t
MONEYVAL ensure proper use of the information and data wisaleported and recorded.
Report

Measures taken tpThis recommendation is implemented by introducingwndatabases withi
implement thg Customs.

Recommendation | Since November 9, 2009 the Information System & @ustoms Service ha

of the Report

introduced a new database which covers record kgeyfi
- Receipts on means of payment temporarily withlfeéssenger’s personal data)

- Amounts declared.

Recommendation
of the
MONEYVAL
Report

Take measures as necessary to increase the tethemaurces of the Custon
authorities and provide for further additional trang on the newly introduce|
requirements as well as to provide additional spksed training on AML/CFT
issues for Customs officials, including on detectend recognition of serioy
criminal activities and movements of funds posgiblgted to ML/FT.

Measures taken t

nt
ns,
ns

O 0O

pTraining programs regarding AML/CFT have been ragul held since 2006

te

AS

ns

o

implement the (organized by USA Embassy, Anti-money Launderingmixdstration etc.) -
Recommendation | continue with specialized training.
of the Report
Recommendation | Pursue and strengthen efforts to prevent and elimincorruption within the
of the| Customs administration in order to ensure that tley not impede Custom|s
MONEYVAL efficiency.
Report
Measures taken tpThe Customs Administration’s Internal Affairs Defpaent has developed the CAS
implement the Strategy for Combating Corruption, which addrestgs issue. Internal Affairs
Recommendation | Department of the Customs Administration has aivaable in the Pilot Project
of the Report “Raising the Level of Integrity and Combating Cgution”
According the Pilot project, Custom Administratibas been committed to raising
the level of integrity of customs officers and catibg corruption, which is alsp
one of its main strategic goals. Accordingly, iroperation with the World Customs
Organisation, the Customs Administration of Seibithe participant of the Pilgt
Project “Raising the Level of Integrity and CombagtiCorruption”
Within this Pilot Project and with the valuable popt of experts from Great
Britain, Germany, Poland and the United States ofefica, this year we haye
organised two workshops: “Raising the Level of ¢niy and Combating
Corruption” and “Development of the Risk Atlas”
The Action Plan has been drawn up within the FRliatject and permanent strategic

goals have been set.
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In line with the Action Plan, the electronic RepBorm and the Risk Atlas a
being drafted, along with the establishment ofRleport Processing Group.

e

(Other)  change
since the last
evaluation

U7J

2.4 Specific Questions

1. Please describe how many investigations, andiictions for money laundering so far relate
autonomous money laundering and how many relaseliolaundering. What are the major underlyi
predicate offences involved and how many of thasescinvolve “foreign” predicate offences?

to
ng

Abuse of office, frauds, illegal gambling (on ligambling — one case) are the most common pred
offences..

icate

2. Since the evaluation, have reporting forms andcgdures been developed for all obligors g
lawyers?

and

AML/CFT Rulebook prescribes reporting forms fot abligors and lawyers. Cash and suspici
transaction report form is so called transactiopore form for the other obligors, form no 4
abovementioned Rulebook.

DUS
in

3. Have any measures been taken, as recommendguk imutual evaluation report, to amend {

he

legislation to include a definite requirement forariming market entry — as owners and

significant/controlling interest holders of leasingmpanies — of persons with criminal background?

NBS — LEASING SUPERVISION

The draft of a new Law on Financial Leasing and blgws in this area relating to issuance of licen
will, prescribe prohibition for physical personsthvcriminal background to participate in ownershfp
financial leasing companies.

se

4. Have sanctions been imposed specifically for AN infringements, at the instigation of t
supervisor, since the adoption of the last evabratieport? If so, please indicate the main types
AML/CFT infringements detected by supervisors stheeadoption of the previous evaluation report
distinguishing between financial institutions antNEEBPs’ infringements (NB. It is not necessary
these purposes to provide full detailed statisticg,an overview).

5 of

by
for

NBS — BANK SUPERVISION

From July 2009 until October 2010. NBS Bank Supsovi Department had conducted 11 AML targe
supervisions and 5 AML as a part of full scope sug®ns. Main irregularities which were found cgi
these supervisions are inadequate beneficiary ovdestification, inappropriate application of ban
suspicious transactions indicators and missingdwige information about suspicious transactionthéo
FIU.

In the same period National Bank of Serbia has goted 3.723 supervisions Biireaux de Changend
there were 15 AML irregularities founded duringgbesupervisions. These irregularities were unrefd
transactions and connected transactions above BUR to the FIU.

NBS — INSURANCE SUPERVISION

During 2009 and 2010 (until 30 September, 2010rdftrols of insurance companies were condug
of which 5 insurance companies deal with life imswe. These 5 insurance companies have
controlled with respect of the implementation af &lAML/CFT Law.

ted

ks

t

=

ted,
been
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Irregularities which were found are:
- transaction (payments for life insurance —abtweeprescribed threshold) was not
reported;
- internal regulation of company (Regulations oevention of Money laundering and terron

financing) wasn't in compliance with the provisioofsthe AML/CFT Law, in the part related to the aat

that have to be submitted to the APML,;

- internal control of the implementation of the igations laid down in the AML/CFT Law wg
not performed

All irregularities were removed during the control.
Securities Commission

From the last evaluation report, Securities Comimisswere conducted 18 inspectio

ist

ns

specifically for AML/CFT, according to Supervisid®lan for year 2010., main irregularities identified

were lack of proposed instructions presented ifigold own internal documents and failure to prov

proper data. Securities Commission imposed sargcgpecifically for AML/CFT (temporary prohibition

of performing the activity: from 10 to 30 days afied a charge to the authorized state agency
commercial violation) against 4 obligors (3 broealer company and 1 management company).
Foreign Exchange Inspectorate

ide

for

From the last evaluation report, Foreign Exchamgpéctorate were conducted 8 on site inspections of
factoring and forfeiting companies, and 4 on gitgpections of legal persons exercising money teansf

services.

2.5 Questions related to the Third Directive (2005/60/EC) and the
Implementation Directive (2006/70/EC)9

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

Please indicate Serbian Authorities implemented Third Directive lbgw on prevention of mone
whether the Third |aundering and terrorist financing, which has bpassed on 27 March 2009. Alg
Directive and the pyjehook, as the most important sub law act waptedoand have become in

Implementation force in 1 March 2010.
Directive have bee

fully implemented /
or are fully applied
and since when.

Beneficial Owner

Please indicate | egal framework for beneficial owner is Article aragraph 1 items 11, 12 and
whether your legal of current AML/CFT Law, which reads as follows:

et cf “11) ‘Beneficial owner of a customer’ - natural pen who owns of
beneficial owner

L controls a customer.

corresponds to the .. .
definitiF())n a 12) Beneficial owner of a company or any other lggason shall includé

beneficial owner in the following:

the 3¢ Directive® - natural person who owns, directly or indirectB6% or more of the

(please also provide business share, shares, voting right or othergjdidased on which they participg
the legal text with in the management of the legal person, or who @pates in the capital of the leg

o<

to

13

v

D

\te
al

your reply) person with 25% or more of the share, or has a mamiposition in managing th

e

9 For relevant legal texts from the EU standards see Appendix II.

1% please see Article 3(6) of thE Birective reproduced in Appendix II.
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assets of the legal person;

- natural person who has provided or provides fuiloda company in a
indirect manner, which entitles him to influencgrsficantly the decisions made |
the managing bodies of the company concerning itan€ing and busineg
operations.

13) Beneficial owner of a person under foreign lamhich receives
manages, or allocates assets for a specific purpba# include the following:

- a natural person using, indirectly or directlyone than 25% of the assq
that are the subject matter of management, prowigithe future users have be
designated;

- a natural person or group of persons for then&rgnce of whose interes
a person under foreign law is established or opsrgirovided that such natui
person or group of persons are identifiable;

- a natural person who, indirectly or directly, estrictedly manages mo
than 25% of the property of the person under foréagy.”

According the Article 1 of the Law amending the ANMIET Law, the item
13 of this paragraph shall be amended, insteathofé than 25%", it shall be “259
or more”.
According the Article 20 of current AML/CFT Law, lidpors have obligation tq
identify and verify identity of beneficial ownerh& Article 20 reads as follows:

“Identification of the beneficial owner of a legalperson and person under
foreign law
Article 20

(1) The obligor shall identify the beneficial ownef a legal person @
person under foreign law by obtaining the data iticke 81, paragraph 1, item 1
of this Law.

(2) The obligor shall obtain the data referred iopiaragraph 1 of thi
Article by inspecting the original or certified gppf the documentation from th
official public register, which may not be issuetlier than three months before
submission to the obligor. The data may be alsaiobtl by directly inspecting th
official public register in accordance with the yigions of Article 15, paragraphs
and 6 of this Law.

en

ts
al

[€

o

D

customer from the official public register, the igbl shall obtain the missing d

by a representative, procura holder or empowenasentative of the customer.
(4) The obligor shall, based on a money laundeaimdj terrorism financin

of the customer and to know the beneficial ownéth® customer.”

Risk-Based Approach

Please indicate th
extent to which
financial institutions|
have been permitte
to use a risk-base

do not require CDD. But, if there are reasons mpscious in money laundering
and terrorist financing, exemption is not poss{bdeticle 12, paragraph 2).
:The Article 12 of the AML/CFT Law reads as follows:

8¢

(3) If it is not possible to obtain all the data thie beneficial owner of the

eAML/CFT Law in Article 12 prescribes transactiomtated to certain services that

a

by inspecting the original or certified copy of acdment and other business
documentation submitted by a representative, peodunlder, or empowered
representative of the customer. If, for objectigasons, the data cannot be obtaiped
as specified in this Article the obligor shall dhté from a written statement given

risk assessment, identify the beneficial owner dégal person or person under
foreign law in such a manner as to know the ownprahd management structures



approach to
discharging certain
of their AML/CFT
obligations.

“Exemption from customer due diligence in relationto certain services
Article 12

(1) Insurance companies, insurance brokerage caergansurance agend
companies and insurance agents licensed to petfarife insurance business,
well as voluntary pension fund management compameéstheir founders shall n
be required to apply customer due diligence when:

1) Concluding life insurance contracts where anividdal premium
instalment or several premium instalments thattaree paid in one calendar ye
do not exceed the RSD equivalent of EUR 1,000 tnéfsingle premium does n
exceed the RSD equivalent of EUR 2,500;

2) When concluding contracts on the membership dluntary pensior
funds or contracts on pension plans under the tiondhat assignment of the righ
contained under the contracts to a third partyheruse of such rights as collate
for credits or loans, are not permitted.

(2) Provisions of paragraph 1 of this Article anfdaoregulation made i

accordance with Article 4, paragraph 3 of this Lahall not be applied if there are

reasons for suspicion of money laundering or t&moifinancing.”

Conditions for applying simplified CDD are pres@&ibin Article 32 of
AML/CFT Law, which reads as follows:

“2.2.4.2. Simplified customer due diligence actionand measures
General provisions
Article 32

(1) The obligor may apply simplified customer dukgdnce measures i
the circumstances referred to in Article 9, parpbra, items 1 and 2 of this Lay
except where there are reasons for suspicion ofegpndeundering or terrorist
financing with respect to a customer or transactice customer is:

1) The obligor referred to in Article 4, paragrdhtitems 1 to 8 of this Law
except for insurance brokers and insurance agents;

2) Person from Article 4, paragraph 1, items 1 tof &is Law, except for

insurance brokers and agents from a foreign coumtryhe list of countries tha

apply international standards against money laungiexnd terrorism financing at

the European Union level or higher;

3) A State body, body of an autonomous provincearty of a local selff
government unit, a public agency, public serviaghlig fund, public institute o
chamber;

4) A company whose issued securities are includedan organized
securities market located in the Republic of Sermain the state where the

international standards applied regarding the sskion of reports and delivery
data to the competent regulatory body are at thieg&an Union level or higher.
5) A person representing a low risk of money lauimde or terrorism

financing as established in a regulation adoptetherbasis of Article 7, paragraph

3 of this Law.
(2) Notwithstanding the provisions laid down in iak¢ 8 of this Law, ar
auditing company or licensed auditor, when esthinlgs a business relationsh

regarding the obligatory auditing of the annualafinial statements of a legal

y
as
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person, may apply simplified customer due diligeactons and measures, unle¢ss

there are reasons for suspicion of money laundesintgrrorism financing witl

respect to a customer or the auditing circumstahces

Politically Exposed Persons
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Please
whether criteria for
identifying PEPs in
accordance with th
provisions in the
Third Directive and
the Implementation
Directive™ are
provided for in your,
domestic legislation
(please also provid
the legal text with

your reply).

indicaté

Legal framework for Politically Exposed PersondAiticle 3 paragraph
item 24 of the AML/CFT Law, which reads as follows:
“24) ‘Foreign official’ — a natural person who heldr who held in the past yeat
F public office in a foreign country or internatior@yanisation, including

- heads of State and/or heads of government, menadfegovernment an
their deputies or assistants;

- elected representatives of legislative bodies;

- judges of the supreme and the constitutionaltsomr of other high-leve
ejudicial bodies whose judgments are not subjedttther regular or extraordinat
legal remedies, save in exceptional cases;

- members of courts of auditors or of the boardsenttral banks;

- ambassadors;hargés d'affairesand high-ranking officers in the arm
forces;

- members of the managing or supervisory bodiekegdl entities whosg
majority owner is the State;”

According the Article 30 of AML/CFT Law, obligorsalie obligation to establish
procedure for identification foreign official. Theticle 30 of current AML/CFT
Law reads as follows:

“ Foreign official
Article 30

(1) The obligor shall establish a procedure foredetning whether 3
customer or beneficial owner of a customer is @ifpr official. Such procedur
shall be laid down in an internal document of thégwr, in line with the guideline
adopted by the body referred to in Article 82 athaw that is competent for th
supervision of the implementation of this Law witie obligor.

(2) If a customer or beneficial owner of a custolsea foreign official, the
obligor shall, apart from the actions and meastag&sred to in Article 8, paragrag
1 of this Law:

1) obtain data on the origin of property which issich will be the subjec
matter of the business relationship or transacfiom the documents and oth
documentation which shall be submitted by the custo If it is not possible t
obtain such data as described, the obligor shaddimta written statement on i
origin directly from the customer;

2) ensure that the employee in the obligor whoiesiwut the procedure fq
establishing a business relationship with a foraiffitial shall, before establishin
such relationship, obtain a written consent ofrtgponsible person;

3) monitor with special care transactions and oth&iness activities of
foreign official for the period of duration of threisiness relationship.

If the obligor establishes that a customer or aefieial owner of a
customer became a foreign official during the besérelationship it shall apply tf
actions and measures referred to in paragraphe@isitl and 3 of this Articlg
whereas for the continuation of a the businesstioelship with such person

|

1%

ur—om ~

er
D
s

=

ne

written consent of the responsible person shadldtained. “

11 please see Article 3(8) of th& Directive and Article 2 of Commission Directive @70/EC reproduced in

Appendix II.
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“Tipping off”

Please
whether
prohibition is limited
to the
report or also covers
ongoing ML or TF
investigations.

indicaté
the

transactior

¢ According the Article 73 Paragraph 1 of current AKBET Law prohibits the
disclosure of information. The Article 73 readdaows:

“(1) The obligor, lawyer and their employees, ingligdthe members of th
|_governing, supervisory or other managing bodiegsngrother person having acce
to the data referred to in Article 81 of this Lakal not disclose to the customer
any other person the following:

1) that the APML was sentr is being sent, data, information an
documentation on a customer or transaction withaeisto which there is suspicig
of money laundering or terrorism financing;

2) that the APML has issued, based on Articles b &3 of this Law, af
order for a temporary suspension of transaction;

3) that the APML has issued, based on Article 5thisf Law, an order tq
monitor financial operations of the customer;

4) that proceedings against a customer or a thirty have been initiated ¢
may be initiated in relation to money launderindaarorism financingd.

According the Article 17 of the Law amending the BM@FT Law, the
Article 73, paragraph 1 is amended, by adding 8dnavhere STR is in the proce
of sending to APML. The amended Article 73 parabrapeads as follows:

“1) that the APML was sentor is being sent,data, information an
documentation on a customer or transaction withaeisto which there is suspicig
of money laundering or terrorism financing;”

With respect to the

prohibition of| exceptions, as the prohibition do not apply todeain situations:

‘tipping off” please| «(2) The prohibition referred to in paragraph 1this Article shall not apply to th
indicate whethe situations:

there are

circumstances wherg
the prohibition is
lifted and,
details  of
circumstances.

if so, the
such

h

In the Article 73 Paragraph 2 of current AML/CFTw,athere are sever:

1) when the data, information and documentatiomiobtl and maintained h
Pthe obligor or lawyer in accordance with this Lang aequired to establish facts
criminal proceedings and if such data is requirgdtiie competent court i
accordance with law.

2) if the data referred to in item 1 of this Arécis requested by the bo
referred to in Article 82 of this Law in the supisign of the implementation of th
provisions of this Law;

3) if the lawyer, auditing company, licensed audlitegal or natural perso
offering accounting services or the services of ddxising attempt to dissuade|
customer from illegal activities.

“Corporate liability”

Please indicate According to the Law on Liability of Legal Entitider Criminal Offences (Officia
whether  corporate¢ Gazette of Republic of Serbia, no 20/09) legal gesscan be held liable fg
liability ~ can  be| criminal offences, including ML, which have beemmuitted for the benefit of th

applied where al
infringement is
committed for the
benefit of that legal

person by a person

occupies g
position
legal

who
leading
within
person.

that

legal person by a responsible person or when a édidupervision or control b
the responsible person allowed the commission mherfor the benefit of tha
legal person by a natural person operating understtpervision and control ¢
the responsible persoRarallel criminal and civil and administrative pedcires
, are possible in all cases when damage has beéetedflupon a legal or natur
person through the commission of a criminal offenegardless of whether th
perpetrator is a natural or legal person.

As regards liability of natural and legal persoosififringements of the AML/CF

e
$SS
or
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n
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D
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provisions, these are set out in articles 88-9%hefAML/CFT Law.
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Can corporate
liability be applied
where the
infringement is
committed for the
benefit of that lega
person as a result ¢
lack of supervision
or control by person

According the Article 6, Paragraph 2 of Law on lili&p of Legal Entities for
Criminal Offences, the legal person shall alsthélel liable if lack of supervisio
or control by the responsible person allows a mtperson, which acts under t
supervision and control of the responsible persmrommit a criminal offence t
the benefit of the legal person.

f

D

-

who  occupy 4&
leading position
within  that legal
person.
DNFBPs
Please specify According the Article 4 current AML/CFT Law, obligo are the following
whether the| entrepreneurs and legal persons:

obligations apply to
all natural and lega
persons trading in al
goods where
payments are mad
in cash in an amourn
of € 15 000 or over.

“Obligors

' Article 4

e(1) For the purposes of this Law, obligors shatlude the following:
t 1) Banks;

2) Licensed bureaux de change;

3) Investment fund management companies;

4) Voluntary pension fund management companies;

5) Financial leasing providers;

6) Insurance companies, insurance brokerage compamsesance agenc
companies and insurance agents with a licencerforpelife insurance
business;

Persons dealing with postal communications;
Broker-dealer companies;
Organisers of special games of chance in casinos;
10) Organisers of games of chance operated on thenétidry telephong
or in any other manner using telecommunication ogks;
11) Auditing companies;
12) Licensed auditors.
(2) '‘Obligors’ shall include both entrepreneurs dedal persons exercising tf
following professional activities:

1) Intermediation in real-estate transactjon

2) Provision of accounting services;

3) Tax advising;

4) Intermediation in credit transactions and pravif loans;

5) Factoring and forfeiting;

6) Provision of guarantees;

7) Provision of money transfer services.”
According the Article 36 of current AML/CFT Law, iit forbidden to pay in cash
goods and services in the amount of 15.000 EURasenT he Article 36 reads as
follows:

“Restriction of cash transactions
Article 36

ne

(1) A person selling goods or providing a servitehie Republic of Serbia may n
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accept cash payments from a customer or third partiye amount of EUR 15,00
or more in its RSD equivalent.
(2) The restriction laid down in paragraph 1 sh#b apply if the payment of goo
or a service is carried out in more than one camecash transactions which to
the RSD equivalent of EUR 15,000 or more.”

s
tal

2.6 Statistics
a. Please complete - to the fullest extent possiblé¢he following tables:
2005
N . Convictions Proceeds Proceeds Proceeds
Investigations Prosecutions A : )
(final) frozen seized confiscated
amount amount amount
cases| persons| cases| persons| cases| persons| cases| (in cases| (in cases| (in
EUR) EUR) EUR)
ML
FT
2006
S . Convictions Proceeds Proceeds Proceeds
Investigations Prosecutions A : :
(final) frozen seized confiscated
amount amount amount
cases| persons| cases| persons| cases| persons| cases| (in cases| (in cases| (in
EUR) EUR) EUR)
ML 13 2
FT
2007
L . Convictions Proceeds Proceeds Proceeds
Investigations Prosecutions . : :
(final) frozen seized confiscated
amount amount amount
cases| persons| cases| persons| cases| persons| cases| (in cases| (in cases| (in
EUR) EUR) EUR)
ML 28 5 1
FT
2008
L . Convictions Proceeds Proceeds Proceeds
Investigations Prosecutions . : :
(final) frozen seized confiscated
amount amount amount
cases| persons| cases| persons| cases| persons| cases| (in cases| (in cases| (in
EUR) EUR) EUR)
ML 26 12 2
FT
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Data of the Ministry of the Interior, Prosecutdfice and the courts in Serbia

2009
N . Convictions Proceeds Proceeds Proceeds
Investigations | Prosecutions : : :
(Final) frozen seized confiscated
amount amount amount
cases| persons| cases| persons| cases| persons| cases| (in cases| (in cases| (in
EUR) EUR) EUR)
ML | 14 27 9 35 4 5
FT - - - - - - - - - - - -
30.8.2010 Started in 2010
N . Convictions Proceeds Proceeds Proceeds
Investigations | Prosecutions . ; .
(final) frozen seized confiscated
amount amount amount
cases| persons| cases| persons| cases| persons| cases| (in cases| (in cases| (in
EUR) EUR) EUR)
ML | 20 97 2 69
FT - - - - - - - - - - - -

According to data received from Prosecutor's Offiaad Courts in Serbia, total number of prosecsation
and convictions in Serbia, since the incriminatiéthe ML laundering offence is as follows:
13 convictionsagainst 15 persons of which 6 final convictiagginst 7 persons

19 prosecutionagainst 132 persons

Prosecutions Convictions

(1*" Instance+Final)
cases Pers. | cases Pers.
1. Higher PO PirotKT No 32/08, Higher C| 2 1.K-476/04, District Court in Novi Sad 1
No:K10/10
2. Basic PO Piroi{T No 187/07 (14.4.2010 1 2.K 185/06, Municipal C in Kraljevo 1

transferred to Higher PO Pirot KT 25/10)
Basic Court Pirot New No 2 K. No. 168/1(
(2007) 19 persons, Money L 1 person

(decision from 2008, appeal in progress)

3. Higher PO Uzice, transferred to Spec | 1 3. K-152/06, District C in Novi Sad 2
Org. Crime POKT-27/09)

4. Higher PO Novi SakT No. 1452/09 1 4.K-420/05, District C in Novi Sad 1
Higher PO Novi Sad took over case under (transferred to Appellate C in Novi Sad)
KT-No 304/10

5. Basic ©, Trstenik,KT-No 217/07of 1 5.K-736/07, District C in Novi Sad 1
28/10/2008 (transferred to Appellate C in Novi Sad)
(court cas& 262/08)

6. Higher PO Novi Sa&T-No 140/10, 1 6. Higher QCatak K.N0.119/08 (new No | 1

earlier Basic PO case NKT-No 2774/02

K54/10),0f 15.4.2010
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of 10.12.2004

7. Higher Court in Belgradé&. No. 3728/10

66

7. Higher C in NSK148/10

8. Higher Court in Belgrade: K. No.
3315/10

3

1.K 46/08 District Court Jagodina

9. Belgrade Higher Court Special Org Crind

DepartmentK. IT. 14/2008; New No: K-
Po No 121/10

2.K 287/05 District Court Novi Sad

10. Belgrade Higher Court Special Org | 2 3.K 288/07 District Court Novi Sad
Crim DepartmentI.IT. 15/2009, New No:

K-Po" No 190/10

11. Basic Court Paracin NHK. T. 19/08 7 4K-558/06, District Court Novi Sad
12.K 212/08 (from 2004) Higher Court 1 5.K-171/07 (Municipal Court K&evo)
Zrenjanin New NoK?25/10

13. Higher Court in Zrenjanirk 168/08 6 6. K-750/07, District Court Novi Sad
(from 2008) new numbédf21/10

14. Higher Court Pozarevac New NoK3 | 1

3/10 (K 90/07)

15. Belgrade Higher Couk.P. 55/09Ki.P | 20

18/09 andKi.P. 24/09)

16. Jagodina Higher Court K 62/10; charges

brought on

21.1.2008

17. K-PJd 284/10 (befordi. P. 29/09, 1

Belgrade Higher Court Spec Dept: Ki‘Po

255/10: (Prosecutor's No KTS No 11/09)

18. Belgrade H.C. Spec Dept K*A®5/10; | 1

before K.P. 20/09 from 2009

19. Belgrade H.C. Spec Dept K-o 5

230/10; before K.P. 55/09 from 2009
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b. STR/ICTR

Explanatory note:

The statistics under this section should providewarview of the work of the FIU
The list of entities under the headinmdnitoring entitie$ is not intended to be exhaustive. If your
jurisdiction covers more types of monitoring emttithan are listed (e.g. dealers in real estapergisory
authorities etc.), please add further rows to thiddes. If some listed entities are not covered as
monitoring entities, please also indicate thishe table.

The information requested under the headidgdicial proceedingsrefers to those cases which were
initiated due to information from the FIU. It isthsupposed to cover judicial cases where the Fliy on
contributed to cases which have been generatethey bodies, e.g. the police.

“Cases openédrefers only to those cases where an FIU does e simply register a report or
undertakes only an IT-based analysis. As this iflea8on is not common in all countries, pleasarity

how the term “cases open” is understood in youisgliction (if this system is not used in your
jurisdiction, please adapt the table to your cousprecific system).

2005
Statistical Information on reports received by theFIU Judicial proceedings
notifications
reports about cases
. to law - _
suspicious opened f N indictments convictions
transactions by FIU enforcemen
reports about prosecutors
Monitoring transactions
entities, e.g. above ML FT ML FT
%] %] (%)) (%))
threshold ML Frime[Fr M | FT | 81518 518158 5
2] (7] 2] (7] 2] (7] 2] (7]
(] = (4] = (4] = (] o
o (] o (] o (] o (]
o o o o
Commercial Banks 159105 134
Insurance Companies
Notaries
Currency Exchange 984
Broker Companies
Securities' Registrars
Lawyers 17
Accountants/Auditors
Company Service Provider
228 Post Office| 4(submitted
450 Real estate by Post office)
Real estate
Total 16767 138
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2006

Statistical Information on reports received by theFIU

Judicial proceedings

notifications
reports about cases
> to law - -
suspicious opened indictments convictions
) enforcement/
reports about transactions by FIU rosecutors
Monitoring transactions &
entities, e.g. above ML ET ML FT
(2] (2] (2] (2]
threshold ML Fr|me [FT | ML [ FT | 81 5|8 sl ¢l s]| 8] s
I} ® [} 7] 2} 1%} (2] (%]
© = © — ] = ] 4
o [} o [} (&) [} o [}
o o o o
Commercial Banks 154644 621
Insurance Companies 1
Notaries
Currency Exchange 532
Broker Companies 34
Securities' Registrars 32
Lawyers
Accountants/Auditors
Company Service Provider
219
Real estate agents 1 (Post office)
Post office
Total 155727 622
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2007

Statistical Information on reports received by theFIU

Judicial proceedings

notifications
reports about cases to law
suspicious opened enforcement/ indictments convictions
ts about transactions by FIU
- reports abou prosecutors
Monitoring transactions
entities, e.g. above ML FT ML FT
(2] (2] (2] (2]
threshold M. | FT [me|Fr| M | FT | 81518 s| 8 5|8 s
gl 2|1 @l 2|8 2] & 2
o [} o [} o () o [}
o o o o
Commercial Banks 233380 1430
Insurance Companies
Notaries
Currency Exchange 371
Broker Companies
Securities' Registrars 45
Lawyers
Accountants/Auditors
Company Service Providers
327(Post office) 2
Postal Telecom Enterprise) 194(Real estate agents
Total 234271 1432




2008

Statistical Information on reports received by theFIU

Judicial proceedings

notifications
reports about cases to law
suspicious opened indictments convictions
. enforcement/
reports about transactions | by FIU prosecutors
Monitoring transactions
entities, e.g. above ML FT ML FT
(2] (2] (2] (2]
threshold ML | FT [ML|FT| ML | FT [ 81 5| ¢ s] 81 5|48 s
12} 7} 12} 7} @ 7} 2} 7}
© = 1] = (4] = [0 —
o [} o [} o [} o [}
o o o o
Commercial Banks 351923 2860
Insurance Companies 2576 2
Notaries
Currency Exchange 750
Broker Companies 150 1
Securities' Registrars 96
Lawyers
Accountants/Auditors
Company Service Providers
291(Post office)
1 (Investment Fund) 21
Postal telecomm.Enterprise) 212(real estate agents
Total 355903 2884
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2009
Statistical Information on reports received by theFIU Judicial proceedings
notifications to
reports about cases law
suspicious opened enforcement/ indictments convictions
reports about transactions by FIU prosecutors
Monitoring transactions
entities, e.g. above ML FT ML FT
[%)] ()] (] (]
threshold vy | pr | ML | FT| mL Frrl 8 sl 8/ s|8& s| g s
%) ) (%) ) 2] a 2] 2]
®© = ®© = (1 = [ hdd
o (] o (] o () o ()
o o o o
Commercial Banks 275.859 3932 /
Insurance Companies 3.025 1 /
Notaries / / /
Currency Exchange 917 0 /
i 245 7 /
Broker Companies I Ministry
Securities' Registrars / / / S of Interior
/ / / usp. and
Lawyers Ar?;ly Prosecutor
Accountants/Auditors / / / a6 | ! 338 !
Company Service Providers / / / II. all state
Other author.
2 / / over 650
Car dealers
76 / /
Leasing comp.
Others (please specify / 6 /
and if necessary add PTT
further rows) 121 11 /
Total 280.245 3.957
29.10.2010
Statistical Information on reports received by theFIU Judicial proceedings
reports about cases notifications to
suspicious opened law enforcement/ indictments convictions
transactions by FIU prosecutors
reports about
Monitoring transactions ML B0 ML FT
entities, e.g. above " " " "
threshold ML FT ML | FT ML FT 2151 2| sl1¢1sl| g s
] (7] (2] (7] ] (7] ] (7]
(] = (] = (] = ] e
o 8 (8] 8 o 8_ o 8_
Susp. l.
Commercial Banks 164.527 3.757 ! 51p / Ministry !
. 43 7 / Analy. of
Insurance Companies 456 Interior
Notaries / / ! and
Prosec.
Currency Exchange 705 / / 314
. 90 3 I all
Broker Companies state
Securities' Registrars / / / author.




Lawyers

Accountants/Auditors

Company Service Providers

Others (please specify
and if necessary add
further rows)

Other
2
Western Union
1
PTT
299

Pension fund man.

comp.
2

Leasing comp.
/

PTT
44

43

Total

165.669

3.854

377
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3 Appendices

3.1 APPENDIX I - Recommended Action Plan to Improve the AML/CFT

System

AML/CFT System

Recommended Action (listed in order of priority)

1. General

No text required

2. Legal System and Relateg
Institutional Measures

2.1 Criminalisation of Money
Laundering (R.1 & 2)

Recommendation 1

Recommendation 2

Clarify that the offence of ML extends to any ty,
of property, regardless of its value, that directly
indirectly represents the proceeds of crime.
Criminalise insider trading and mark
manipulation.

pe

et

Develop comprehensive training materials and

strengthen training programmes in order
enhance the capacity of investigative judges

to
and

prosecutors to investigate and prosecute ML cases

and of judges to effectively apply the new ML

offence as well as undertake appropri

ate

initiatives to raise their awareness on the

importance of integrating financial investigatio
into investigations of proceeds generat
offences.

ns
ng

Monitor in time the application of the exonerating

ground under article 19 of the Law on Liability
Legal Entities for Criminal Offences with a vie
to taking any corrective action, should it

demonstrated that it impacted negatively on
effective application of the criminal liabilit
provisions.

Raise awareness on the statutory requiremen
the newly adopted Law on Liability of Leg
Entities for Criminal Offences through adequ
training of competent authorities.

2.2 Criminalisation of Terrorig
Financing (SR.II)

Extend the criminalisation of FT in all instang
envisaged in SR.II with reference to the financ
of terrorist organisations and the individy
terrorists.

Extend the criminalisation to the whole range
activities envisaged by Article 2(1) (a) and (b)
the FT convention.

Define “funds” so as to cover “assets of ev

of
W
be
the

y

ts of
al
ate

es
ing
jal

of
of

pry
or

kind, whether tangible or intangible, movable
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immovable, however, acquired, and legal

documents or instruments in any form, includ
electronic or digital, evidencing title to, or intst

in, such assets, including, but not limited to, bban

ng

credits, travellers cheques, bank cheques, money

orders, shares, securities, bonds, drafts, letiers

credit”.
Amend the FT offence as it should not require
funds are linked to a specific terrorist act.

2.3 Confiscation, freezing an
seizing of proceds of crime (R.3)

To review the current regime and satis

themselves that the competent authorities h

necessary tools to clarify the application of

relevant provisions and regimes and ensure
they can make full use of the existing le
framework.

To amend the legislation as necessary to:

- Clarify the scope of property subject
confiscation;

- Ensure that value based confiscation can
applied in the case of instrumentalities useq
and intended for use in the commission of N
FT or other predicate offences;

- Ensure that the legislation provides for f{
confiscation of instrumentalities when it is he

by a third party (legal entity or natural person);

- Remove the limitation to offences punishable

at least 4 years imprisonment under article 23
Speed up the implementing measures requirg
relation to the Law on Seizure and confiscatior
the proceeds from crime (appointment of reley
persons, adoption of internal acts, etc) and en
that competent authorities are adequately tra
in the application of these new provisions.

2.4 Freezing of funds used f
terrorist financing (SR.111)

or

The evaluators strongly recommend that
authorities adopt a comprehensive set of r
(judicial or administrative) which would enab
them to adequately implement the targe

hat

5fy
ave
the
that
gal

to

be
1 in
1L,

he
2ld
by
4.
din
1 of

ant

sure
ned

the
ules
le

ted

financial sanctions contained in the United

Nations Security Council Resolutions (UNSCH
relating to the prevention and suppression of
financing of terrorist acts — UNSCR 1267 and
successor resolutions and UNSCR 1373 and
successor resolutions related to the freezingf ¢
appropriate, seizure of terrorist assets and asl(
all requirements under the 13 criteria of SR.III.

RS)
the
its
any
r,

ires

The authorities could also consider implementing

the measures set out in the Best Practices H
for SR.III.

aper

2.5 The Financial Intelligence Un

it

The authorities should:

Provide financial institutions and other reporti

ng
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and its functions (R.26) entities with compreheasand adequate writtgn
guidance, based on the new legislation,| is
introduced in order to further support obligors|in
understanding better the reporting procedures|and
requirements and undertake outreach measurgs to
under-reporting sectors.
- Develop reporting forms and procedures for|all
obligors and lawyers.
- Clarify through relevant amendments, article 102
of the Criminal Code.
» The APML should also publicly release periodic
reports which include in an adequate marner
statistics, typologies and trends and information
on its activities.

Recommendation 27

no. Analyse the current legal framework and take
legislative or other measures in order to estahlish
an effective and functional cooperation,
communication and coordination mechanigms
between competent law enforcement and
prosecution services responsible for investigating
and prosecuting ML, FT and underlying predicate
offences.

» Review the current situation in the light of the
specific concerns raised in respect of practical
implementation problems related to potential
jurisdictional issues, to the gathering of evidence
in ML/FT investigations and take necessary
measures to address these concerns and prevent
risks of unnecessary duplication of efforts.

 Take measures to increase the numbers |and
effectiveness of ML investigations, such |as
establishing through inter-agency meetings| of
enforcement authorities a concerted programme
for increasing the focus on ML investigations,
placing an emphasis on a more systematic
recourse to financial investigations, providing
guidance particularly on procedures and
requirements set out under the newly adopted
legislation.

» Pursue and sustain current efforts to eliminate
corruption within the police and judiciary to
ensure that they do not impede law enforcement
authorities’ action.

e Consideration should be given to amend [the
existing provisions so as to provide competent
authorities with the legal basis to use a wide eang
of special investigative techniques when
conducting ML or FT and underlying predicate
offences.

2.6 Law enforcement, prosecutip
and other competent authorities
(R.27 & 28)
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Recommendation 28

Consideration should be given to use mechan
such as permanent or temporary gro

sms
Lps

specialised in investigating the proceeds of crime.
Consider conducting joint reviews of ML and FT

methods, techniques and trends with

aw

enforcement bodies, the APML and other
competent authorities on a regular inter-agency
basis and disseminating the results of such

reviews.

Investigation and prosecution bodies should

be

sensitised to the importance of the financial
aspects of ML, TF and proceed-generating cases

and to the full use of their powers in the context

such investigations with a view to obtaining the

necessary financial documents and informatiory.

2.7 Cross Border Declaration
Disclosure

Ensure that the new requirements introduced in
the AML/CFT law are speedily implemented, that
the form and content of the new declaration

procedure are prescribed and that they are
disseminated at the border checkpoints.
Introduce freezing requirements envisaged

well

by

SR.1ll and the UNSCR in the vase of persons who

are carrying out a physical cross-bor

er

transportation of currency or bearer negotigble

instruments that are related to FT.

Introduce requirements and procedures to en
that in cases when the Customs discover
unusual cross-border movement of gold, preci

sure
an
ous

metals or precious stones they should congider

notifying, as appropriate, the foreign compet

ent

authorities from which these items originated

and/or to which they are destined, and to en
cooperation in such cases;

Able

Enhance domestic law enforcement co-operation
between the customs, immigration and other

competent authorities to respond to detections
to analyse the information collected under
legal requirements implementing SR.IX
develop AML/CFT intelligence.

Increase the level of sanctions to ensure that
are dissuasive.

Strengthen the effectiveness of the sanction
encourage declarations.

Consider maintaining the reports in

and
the
to
they

5 to

a

computerised database, available to competent

authorities for AML/CFT purposes and establ
strict safeguards to ensure proper use of
information and data which is reported 4§
recorded.
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Take measures as necessary to increase
technical resources of the Customs authorities

provide for further additional training on the

newly introduced requirements as well as

provide additional specialised training on

AML/CFT issues for Customs officials, includirj

the
and

to

g

on detection and recognition of serious criminal
activities and movements of funds possiply

related to ML/FT.
Poursue and strengthen efforts to prevent

eliminate corruption within the Customs

administration in order to ensure that they do
impede Custom'’s efficiency

3. Preventive Measures -

Financial Institutions

3.1 Risk of money laundering (

terrorist financing

Dr

3.2 Customer due
including enhanced or
measures (R.5 to 8)

diligenc
reduct

ad  °

~Recommendation 5

Recommendation 6

Serbian authorities should establish a dir

and

not

ect

requirement in law, regulation or enforceable

means for obligors to consider filing an STR
they have refused to establish a busin
relationship, carry out a transaction, or termir
an existing business relationship.
In the case of filing an STR where obligors ha
refused to establish a business relationship, ¢
out a transaction, or terminate an existing busil
relationship, the indicators of suspicio

if
ess
ate

Ve
arry
nes
us

transactions are strong enough to precipitate a

financial institution filing an STR, however, the
remains the possibility that a situation might

match the list and a financial institution will n
file an STR with the APML.

Issue guidelines on instructions for the manne
identifying their clients in accordance with t
obligations under the AML/CFT Law.

As stated above, because of the newness o
AML/CFT Law, financial institutions have not y
applied the risk-based approach to clients. Ser
should work with financial institutions to ensu
they understand how to effectively implement
practice.

Serbian authorities should issue additio
regulations and guidelines to ensure that Ser
financial institutions clearly understand

re
not
ot

r of
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f the
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re

n
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nd

uniformly apply their obligations under Article 30
of the AML/CFT Law to monitor_with special
care (“posebna paznfa transactions and other




business activities of a foreign official.

Serbian authorities should assist finand
institutions outside of the banking sector on h
to identify foreign officials and apply enhanc
due diligence, per the new requirements of
AML/CFT Law. This could include additiona
training seminars and additional guidance on
assessment for investment fund managen
companies, licensed bureaux de change, pef
dealing with postal communications, and brok
dealer companies.

Recommendation 7

Serbian authorities should require finang
institutions to document respective AML/CH
responsibilities for each party in tf
correspondent relationship so that there is
confusion between the financial institution &
respondent bank about which one will carry
AML/CFT requirements.

While use of payable-through accounts app:s
not to be common in Serbia, this practice shd
either be prohibited by law or should ha
obligations attached to it to ensure t
appropriate CDD is conducted and institutig
share relevant information should the prac
become established in the future.

Recommendation 8

Serbian authorities should adopt requirementg

sial
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for

licensed bureaux de change, investment fund

management companies, persons dealing
postal communications, and broker-ded
companies to develop policies and procedure
consider technological developments in ML 3
FT when conducting risk assessments.

The evaluation team was unable to assess
effectiveness of the new measures
technological developments, given the newneg
the regulations.

with
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s to
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3.3 Third parties and introduce
business (R.9)

ral 4

Until Serbian authorities have determined
which countries financial institutions a
permitted to rely on third parties, there can beg
implementation of this provision. Serbig
authorities should work to issue the sub-law
preparation and the list mentioned in Article 24

s

re

3.4 Financial institution secrecy
confidentiality (R.4)

While Serbian financial institutions are able
share information with foreign financi
institutions per obligations under requirementg
SR.VIIl, Serbian authorities should amend

AML/CFT Law to ensure that financig
institutions are able to share information w

to

of
the

ith

10¢€



other foreign financial institutions, where it
required by R.7 and R.9.

Provisions of obtaining financial information by

LEA and investigative judge appear to
inconsistent and uncertain regarding the rang

is

be
e of

information that can be obtained from financial

obligors.

3.5 Record keeping and wi
transfer rules (R.10 & SR.VII)

grecommendation 10

Provide for sectoral laws/regulations enabl
effective implementation of the record-keepi
requirements by persons involved

ng
ng
in

intermediation in credit transactions and provision

of loans, factoring and forfeiting, and provisioin
guarantees, should they start operating in
Serbian financial sector.

Special Recommendation VII

Provide in legislation for obtaining full originatg
information in the case domestic paym
transactions, and for including such informat
in the message or payment order accompan
the transfer.

Provide in legislation for verifying the identityf
the originator in accordance wi

o}
the

o

ant
on
ying

=4

h

Recommendation 5, at least for all wire transfers

of EUR 1.000 and more.

Define a requirement for financial institutions
adopt effective risk-based procedures
identifying and handling wire transfers n
accompanied by complete originator informatio
Legislatively provide for sanctions applicable
money transfer businesses for their failure to n
the requirements of SR VII.

Provide effective mechanisms for ensur
compliance of money transfer busines
(particularly, PTT “Srbija”) with the requiremen
of SR VILI.
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3.6 Monitoring of transactions arn
relationships (R.11 & 21)

qRecommendation 11

Serbian authorities should ensure that caj
market participants, bureaux de change, per
dealing with postal communications, mon
remitters, and foreign exchange operators
required to pay special attention to unus
transactions, examine the background and pur
of transactions and set forth those findings
writing.

Serbian authorities should ensure that finan
institutions, particularly those outside of t

ital
50NS
ey
are
ual
bose
in

cial
he

identifying unusual transactions, particularly

banking sector, are capable of adequaFely

through additional training and developing better




Recommendation 21

lists of indicators that match the market actigtie

of the financial institution.

Serbian authorities should extend the Decisior
KYC Procedure requirements to examine

on
the

background and purpose of unusual transactions

and set forth those finding in writing to capi
market participants, bureaux de change, per
dealing with postal communications, mon
remitters, and foreign exchange operators.

Serbian authorities should ensure that the list
countries that do not sufficiently apply AML/CH
international standards are kept up to date artd
financial institutions are aware of when chan
are made. Serbian authorities should also issu
“white list” described above, as financi
institutions may have difficulties implementir
provisions of the AML/CFT Law without it.

al
50NS
ey

s of
T
tha
jes
e the
al

e

3.7 Suspicious transaction repg
and other reporting (R.13-14, 19,
& SR.IV)

rigecommendation 13 and Special Recommendation I\

PS5 °

Recommendation 14

Provide specific guidance on the legal definit
of the reporting obligation, so as to prevent
possible restrictive interpretation, as well as
take further measures to ensure that oblig
understand it in the broadest meaning of
AML/CFT Law and pertinent regulation
guidelines.

on
its
to
Jors
the
5/

Provide for appropriate implementation of the

reporting requirement throughout the oblig
community, by means of ensuring that
financial institutions have developed their o
lists of indicators for recognising ML/FT relatg
suspicious transactions.
Revise the existing lists of the indicatg
developed by the APML to guide obligors
recognising ML/FT related suspicio
transactions; develop such lists for all finang
institutions and make such lists clea
identifiable (by means of an official, public
accessible reference number, or publication in
official source).
Continue efforts aimed at developing 4
introducing a  well-structured  coordinat
outreach programme (for example by means
series of seminars, regular training sessions
compliance officers, etc) for the financi
institutions to fully understand their reportil
requirements, in particular the new FT report
requirement.
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It is recommended to the Serbian authoritieg

to
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make the necessary legal amendments to er]
that:

(a) financial institutions are protected fro
criminal liability for breach of any
restriction on disclosure of information
they report their suspicions in good fa
to the APML,;

(b) expand the tipping-off provisions 1
include not only those cases where a §
or related information has been repor
but also when it is in the process of be
reported to the APML.

» Serbian authorities should ensure that th
provisions are appropriately implementg
through issuing adequate guidance to oblig
concerning tipping off so that financi
institutions and their employees fully understg
the scope of the safe harbour and tipping
requirements and are aware of and sensitiv
these issues when conducting CDD.

Recommendation 25 (c. 25.2 [financial instituticersd
DNFBP-s])

* Ensure implementation of the requirements of
AML/CFT Law concerning provision of gener
feedback, i.e. information on ML/FT techniqu
and trends (typologies), as well as sanitized ¢
from the practice of the APML and oth
competent state bodies; share information \
financial institutions either within the annu
reporting framework, or through oth
communication.

* Proactively seek to make the APML’'s ann
reports available to the widest scope
stakeholders.

» Consider providing specific feedback (other t
the acknowledgment of the receipt of report)
enable financial institutions to get an idea of
quality of their reporting, and statistics
received STR-s cross-referenced with
respective results so as to identify the areasran
ML/FT is being successfully detected.

» Ensure participatory approach to the provisiorn
feedback, by involving other competent st
authorities, for example, law enforceme
agencies to regularly provide and dissemin
(possibly through the APML) data on investiga
cases, convictions, confiscations, etc; particif
in the development of typologies and saniti;
cases.
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Recommendation 19

Establish mechanisms for assessing: a) usefu
of the CTR database, and b) efficiency of the
of the CTR database by the APML.

3.8 Internal controls, complianc
audit and foreign branches (R.15
22)

&

eRecommendation 15
Article 39 of the AML/CFT Law exempts

Recommendation 22

ness
use

obligors with less than four employees from

designating an AML/CFT compliance office
imposing different obligations on small and lar
obligors. Serbian authorities should amend
law to remove this exemption.

While there is no blanket requirement 1

financial institutions to utilize a set proceduce f

=

ge
the

or

screening employees to ensure a high standard,

sectoral laws have set specific requirements
hiring employees within the sector. Serb
authorities should require a set procedure for
financial institutions to screen employees
ensure a high standard across all institutions.

Serbian authorities should issue deta
procedures for financial institutions to follow exft
reporting to the APML that a foreign jurisdictiq
does not permit implementation of AML/CH
controls, including measures to eliminate the
of ML or FT.

3.9 Shell banks (R.18)

3.10 The supervisory and oversig

system - competent authorities and

SROs. Role, functions, duties al
powers (including sanctions) (R.2
29, 17 & 25)

nd
3,

Hrecommendation .

Amend the legislation to include a defin
requirement for banning market entry — as owr|
and significant/controlling interest holders
leasing companies — of persons with crimi
background.

Recognize the PTT “Srbija” as a money trans
business (and as such, a financial institut
subject to all pertinent requirements).
Establish licensing/registration procedures
persons involved in money transfer servite
agents/third party transaction processors,
persons exercising professional activities
intermediation in credit transactions and provis|
of loans, factoring and forfeiting, and provisioin
guarantees; supervision mechanisms and tool
ensuring their compliance to AML/CF
requirements.

Define legislative provisions establishing t
powers of the National Bank to regulate g

12 particularly, for the PTT “Srbija”
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supervise for AML/CFT purposes activities |of
voluntary pension fund management companies.
Define legislative provisions establishing the
powers of the Ministry of Finance to regulate and
supervise for AML/CFT purposes activities |of
persons dealing with postal communications [with
respect to domestic payment operations] andg of
persons involved in professional activities |of
intermediation in credit transactions and provision
of loans, factoring and forfeiting, provision pf
guarantees, and provision of money transfer
services.
Define legislative provisions establishing the
powers of the Ministry of Telecommunications

and Information Society to regulate and supervise
for AML/CFT purposes activities of persons
dealing with postal communications [with respect
to valuable mail operations].
Define legislative provisions establishing the
powers of Foreign Currency Inspectorate |to
regulate and supervise for AML/CFT purposes
activities of persons involved in professional
activities of factoring and forfeiting, and prowsi
of money transfer services [with respect |to
international payment transactions]
Develop supervision methodologies based | on
consideration of risk profile of institutions and
enabling identification of inherent risks In
financial activities, determination of risk
mitigants, assessment of exposure of AML/CGFT
risk to various aspects of financial activities,

assessment of internal control and sk

management systems, corporate governance
oversight, and integration of results of off-sjte

monitoring and surveillance.
Establish mechanisms and tools for effective,
consistent, risk-based planning of the supervision
process — both off-site and on-site; introdiice
systems for continuous monitoring and follow-up
of supervision results.
Ensure consistency among and harmonization of
supervision  methodologies and  planning
procedures throughout the bodies involved| in
supervision of financial institutions.
Ensure sufficient coverage of inspectigns
incorporating elements or dedicated to the
examination of AML/CFT compliance, stemming
from an adequate planning of supervision and
resulting in regular and in-depth analysis
(disclosure  of underlying reasons for
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Recommendation 25 (c. 25.1 [financial institutions]

Recommendation 29

incompliance) and assessment of compliance,

with relevant follow-up procedures provided fon.
Recommendation 17

Ensure coverage of all requirements of the

AML/CFT Law under the sanctioning provisions

(at least Articles 28.2, 40 and 73).

Eliminate the grounds for uncertainty and

confusion about applicability of pecunia

ry

sanctions under the AML/CFT Law and
administrative sanctions under various sectoral

laws.
Provide for a full-scale applicability @

f

administrative sanctions available for prudential
purposes in case of AML/CFT incompliance (for
example, revocation of license of banks, pension

funds, broker/dealer companies, investm
funds).

ent

Provide the missing elements of legislatively

defined supervisory power for application

of

sanctions with respect to voluntary pension funds

management companies, as well as of

the

directors/senior management of voluntary pension
funds management companies and broker-dealer

companies for AML/CFT incompliance.

Provide for effective functioning of the

AML/CFT enforcement mechanism enabling

application of proportionate and dissuas

ive

sanctions under the AML/CFT Law and

respective sectoral laws.

Provide guidance describing ML/FT techniqu
and methods so as to assist financial institutior
better understand the potential risks pertainin
ML/FT and to strive for establishing appropria
mechanisms in order to deal with those risks.

es
s

j to
ite

Revise and update the existing guidance papers

provided by supervisors of financial institutio
within the context of the current AML/CFT La
providing for a more standardized and deta
AML/CFT framework, in compliance with th
applicable international best practice; harmon
such papers so as to provide a level “play
field” for all obligors in the financial market.

Define legislative provisions establishing t
powers of the National Bank to take the followi
measures while supervising for AML/CH
purposes activities of voluntary pension fu
management companies — conduct (on-g

ns
W
led
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ize
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T
nd
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inspections, obtain access to all records

and
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information relevant to monitoring compliange,

enforce and sanction both t
institutions/businesses and their directors/se

management for incompliance with AML/CHT

requirements.
Provide for application of sanctions with resp
of directors/senior management of broker-de

companies for their failure to comply with the

he
nior

ect
aler

legislative requirements (including those related

to the AML/CFT framework).
Establish an adequate and relevant supervi
regime with regard to persons dealing with po

sory
stal

communications (with respect to domestic and
international payment operations, and valuable

mail), persons involved in professional activit

es

of intermediation in credit transactions and

provision of loans, factoring and forfeitin

J,

provision of guarantees, and provision of money

transfer services; particularly provide for t
ability of the respective supervisory bodies

he
to

monitor and ensure compliance of the respedtive

obligors with AML/CFT requirements, condu
(on-site) inspections, obtain access to all rec

and information relevant to  monitoring

compliance, enforce and sanction both
institutions/businesses and their directors/se
management for incompliance with AML/CH
requirements.

3.11 Money value transfer servic
(SR.VI)

As it is only banks, and in some cases the
Office, in Serbia that may conduct internatio
remittances, Serbia’s compliance with t
Recommendation is inextricably linked to

compliance with other Recommendations whi

apply to financial institutions. The evaluati
team’s recommendations, elsewhere in this rej
particularly with respect to Recommendations
11, 13-15, 17, 21-23, and Sped
Recommendation VII, are also relevant here.
Serbian authorities should take quick action
ensure that Post Office branches be subjeq
AML/CFT supervision.

Requirements should be introduced for M
service operators to maintain a current list
agents and to make it available to the design
competent authority.

Serbian authorities made no indication that t
were actively attempting to uncover illeg
remittance activity and there is little if ar
attention being paid to this by relevant ministr
and the supervisory authorities. It is recommen
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that supervisory authorities when inspect
businesses for other matters also be alert tg
possibility that illegal remittance activity may |
occurring. In addition, Serbian authorities co
focus more broadly at looking for signs

ng
the
e
uld
of

underground banking as well as alternative

remittance.

4. Preventive Measures — Non
Financial Businesses and
Professions

4.1 Customer due diligence a
record-keeping (R.12)

hiRecommendation 5

» The new requirement in the AML/CFT Law

prohibiting any economic entity, including dealg
in high value goods from conducting c4g
transactions in excess of EUr 15,000 should
amended to extent the prohibition to transacti
that are equal to EUR 15,000.

» Serbia should introduce into law or regulation
requirement for obligors to consider filing an ST
if they have refused to establish a busin
relationship, carry out a transaction, or termir]
an existing business relationship.

» Serbian authorities should establish a list
indicators for the various DNFBP-s in order
help them identify unusual or suspicio
transactions. Authorities should also prov
AML/CFT training to create awareness 48
provide DNFBP-s with the knowledge to be a
to file STR-s.

» Issue guidelines on instructions for the manne
identifying their clients in accordance with t
obligations under the AML/CFT Law.

* As stated above, because of the newness o
AML/CFT Law, DNFBP-s have not yet applig
the risk-based approach to clients. Serh
authorities should issue DNFBP-specific guida
and should work with DNFBP-s and the
regulators to ensure they understand how
effectively implement in practice.

Recommendation 6

» Serbian authorities should assist DNFBP-s
how to identify foreign officials and appl
enhanced due diligence, per the new requirem
of the AML/CFT Law. This could includ
additional training seminars and additiof
instruction on assessing risk.

Recommendation 8

» Serbian authorities should adopt expli

requirements for DNFBP-s to develop polic

Brs

sh
be

ons

the
'R
ess
ate

of
to
us
de
nd
ble

r of
he

f the
2d
ian
nce
Bir
to

on

ents

nal

es
of

and procedures to mitigate the use

11€



Recommendation 9

Recommendation 10

Recommendation 11

technological developments for the purposes
ML and FT when conducting risk assessments

Until Serbian authorities have determined

of

which  countries financial institutions afe
permitted to rely on third parties, there can bg no

implementation of this provision. Serbian

authorities should work to issue the sub-law i
preparation and the list mentioned in Article 24

As many DNFBPs indicated that they were hot
aware of any requirements to maintain recards
about their clients and in fact, did not keep such
records, the Serbian authorities should ensure| that

DNFBPs fully understand and comply with the
record keeping obligations.

As the AML/CFT Law only requires obligors to

r

pay special attention to all complex, unusual large
transactions or unusual patters of transactiorts|tha
have no apparent or visible economic or lawful
purpose when developing a list of indicators and
Serbian authorities have not provided a list| of
indicators for DNFBP-s, the evaluation team has
concerns about the sector's ability to implement

the requirements of Recommendation 11.

While the evaluation team finds the list |of
indicators to be insufficient to meet the
requirements of Recommendation 11, the
Decision on KYC Procedure does meet the

requirements of Recommendation 11 in regards

to

paying special attention to unusual transactions

and examining the background and purpose
transactions and setting forth those finding| i
writing, however it is not applicable to all

of
n

financial institutions. Serbian authorities should

ensure that the provisions of the Decision on KlY
Procedure also apply to DNFBP-s.

C

Serbian authorities should ensure that DNFBP-s

are capable of adequately identifying unusu

al

transactions, particularly through additional
training and developing better lists of indicatprs
that match the market activities of the finangial

institution.

4.2 Suspicious transaction reporti
(R.16)

higecommendation 13

Provide specific guidance on the legal definit|o

n

of the reporting obligation, so as to prevent|its
possible restrictive interpretation, as well as| to

take further measures to ensure that oblig
DNFBP-s and lawyers understand it in th

or
e



Recommendation 14

(@)

(b)

Recommendation 15

broadest meaning of the AML/CFT Law and

pertinent regulations/ guidelines.

Provide for appropriate implementation of the
reporting requirement by obligor DNFBP-s and

lawyers, by means of ensuring that they have

own lists of indicators for recognizing ML/FT

related suspicious transactions

heir

Ensure that for all obligor DNFBP-s and lawyers

the APML has developed lists of indicators

guide obligors in recognizing ML/FT-related

suspicious transactions; make such lists cleg
identifiable (by means of an official, public
accessible reference number, or publication in
official source).

Continue efforts aimed at developing 4

introducing a well-structured, coordinated

outreach program (for example, by means
series of seminars, regular training sessions
compliance officers, etc) for obligor DNFBP
and lawyers to fully understand their reporti
requirements, in particular the new FT report
requirement.

It is recommended to the Serbian authorities
make the necessary legal amendments to e
that:

DNFBPs are protected from criminal liability f
breach of any restriction on disclosure

information if they report their suspicions in go
faith to the APML,;

Expand the tipping-off provisions to include 1
only those cases where a STR or reld
information has been reported but also when
in the process of being reported to the APML.
Serbian authorities should ensure that th
provisions are appropriately implementg
through issuing adequate guidance to oblig
concerning tipping off, so that DNFBPs and th
employees fully understand the scope of the
harbour and tipping off requirements and
aware of and sensitive to these issues W
conducting CDD.

Specify the procedure for executing inter
policies and controls aimed at prevention
ML/FT, as defined by Articles 45 of th
AML/CFT Law; provide guidance and trainin
for all obligor DNFBP-s and lawyers to asg
them in developing adequate internal controls

to
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prevent ML/ FT.
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Recommendation 21

Amend the AML/CFT Law to require obligo
having less than four employees to appoin
compliance officer.

Provide for adequate implementation of
requirement to conduct an internal audit
AML/CFT compliance.

Provide for adequate implementation of
requirement to provide regular professio
training for employees carrying out tasks
prevention and detection of ML/FT.

Provide for screening procedures to ensure
standards when hiring employees.

Revise and update the list of the countries wih
do not apply or insufficiently apply the FAT
Recommendations; establish enforces
procedures for that list to be recognized and ¢
applied by obligor DNFBP-s and lawyers.

he
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4.3 Regulation, supervision ar
monitoring (R.24-25)

ndRecommendation 24

Eliminate the grounds for uncertainty abq
applicability of pecuniary sanctions under f
AML/CFT Law and the Law on Games
Chance.

Provide for administrative sanctions in case
casinos’ incompliance with the nation
AML/CFT requirements (such as writtg
warnings, orders to comply with speci
instructions, barring individuals from employme
within the sector, replacing or restricting pow
of managers, directors, or controlling owners,
withdrawal of license).

Take legal or regulatory measures to prey
individuals with criminal background fron
acquiring or becoming the beneficial owner o
significant or controlling interest, holding
management function, in or being/becoming
operator of a casino.

Establish an adequate and relevant supervi
regime with regard to auditing compani
licensed auditors, lawyers and lawy
partnerships, dealers in precious metals
dealers in precious stones persons exerci
professional activities of intermediation in rg
estate transactions, accounting, and tax advis
with the national AML/CFT requirement
particularly provide for the ability of th
respective supervisory bodies to monitor g
ensure compliance of the respective obligors
AML/CFT requirements, conduct (on-sit
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inspections, obtain access to all records
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Recommendation 25 (c. 25.1 [DNFBP])

information relevant to monitoring compliang
enforce and sanction both t

€,
ne

institutions/businesses and their directors/senior

management for incompliance with AML/CH
requirements.

Establish guidelines that would assist obli

T

jyor

DNFBP-s and lawyers to implement and comply

with their respective AML/CFT requirement
Such guidelines would provide assistance
issues covered under the relevant FA
Recommendations, including: (i) a description
ML and FT techniques and methods; and (ii)
additional measures that obligor DNFBP-s &
lawyers could take to ensure that their AML/C
measures are effective.

4.4 Other non-financial business
and professions (R.20)

The Serbian authorities should conduct seg
specific assessments of MT and FT risk pose(
other non-financial businesses and professi
and based on those results, consider extendin
requirements of the AML/CFT law to addition
obligors, such as on dealers in high value
luxury goods, pawnshops, auction houses,
investment advisers.

Serbian authorities should also consider tak

S.
on
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of
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tor-
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ing

measures to issue smaller denominations| of
banknotes and develop and utilize modern and
secure techniques for conducting financial
transactions that are less vulnerable to maney
laundering.

5. Legal Persons ang

Arrangements &  Non-Profit

Organisations

5.1 Legal Persons — Access |[to * Review the existing registration mechanismg in

beneficial ownership and contrpl place and take legislative and other measurgs to

information (R.33) ensure that registered information includes
accurate and up to date details on beneficial
ownership and control, as defined under the FATF
Recommendations, for all legal persons and that

such information
authorities in a timely fashion.

is available to competent

Strengthen preventative measures for deterring

from
companies.

the practice of setting up fictitious

5.2 Legal Arrangements — Access
beneficial ownership and contr
information (R.34)

Recommendation 34 does not appear to
applicable as trusts cannot be established
Serbia. Nevertheless, given the uncertainty|

be
in
of

foreign trusts operating in Serbia, the Serhian

authorities should consider satisfying themse

ves

that foreign trusts do not operate in the country
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having registered themselves as brancheg
foreign institutions.

5.3 Non-profit
(SR.VIN)

organisation

Conduct a review of the adequacy of domestic

laws and regulations that relate to NPO-s for
purpose of identifying the features and typeg

NPO-s that are at risk of being misuses for FT jand
conduct periodic reassessments by reviewing hew

information on the’ sector's potential

vulnerabilities to terrorist activities.
Reach out to the NPO sector with a view

protecting the sector from terrorist financing

abuse. This outreach should include: i) raig

ing

awareness in the NPO sector about the risks of
terrorist abuse and the available measures to

protect against such abuse; and ii) promo

ing

transparency, accountability, integrity, and public
confidence in the administration and management

of all NPO-s.

Take measures to promote effective supervision

or monitoring of NPO-s which account for

significant portion of financial resources ung

control of the sector and a substantial share ®
sector’s international activities.

Review the legal framework to ensure that:

e) NPO-s maintain information on purpose g
objective of their stated activities and on |
identity of the persons who own, control
direct their activities, including senig
officers, board members and trustees and
such information is publicly available;

f) all NPO-s are adequately registered and
information is available to compete
authorities;

g) record Kkeeping requirements for NP(
include records of domestic and internatio
transactions sufficiently detailed to verify th
funds have been spent consistently with
purpose and objectives of the organisation
keep such data for a period of at least 5 ye

h) there are measures in place to sanc
violations of oversight measures or rules
NPO-s or persons acting on behalf of NPO

Implement measures to ensure that compe
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authorities can effectively investigate and gather

information on NPO-s as listed in criterion VIII.4

4.

Identify appropriate points of contacts and

procedures to respond to international request
information regarding particular NPO-s that ¢
suspected of terrorist financing or other formg
terrorist support.
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6. National and International
Co-operation

6.1 National co-operation arn
coordination (R.31)

Recommendation 31
The effective functioning of the Standing

Monitoring Group should be ensured and the
implementation and improvements emanating

from the work undertaken by this group should
measured.

be

The Serbian authorities should speedily
implement the recommendations under [the
National Strategy aimed at improving the
operational co-operation between competent state

bodies and agencies.
The authorities should give more emphasig

to

consultations and feedback to the financial sector
and consider establishing formal mechanisms to
ensure an adequate consultation also with

DNFBP-s.

6.2 The Conventions and U
Special Resolutions (R.35 & SR.I)

NRecommendation 35

The Serbian authorities should take additia

nal

measures to address the deficiencies identifiegd in

sections 2 and 6 which are also relevant in
context of implementation of specific articles
the Conventions as well as to ensure the effeq

the
of
tive

implementation of the newly adopted legislatipn.

Additional measures are required in order

implement article 31 of the Palermo Convention.
Special Recommendation |

to

The same recommendations on criminalisation of

FT offence as well as on further improvement

of

freezing and confiscation mechanisms fare
reiterated in this context. In particular, Serbia

should:
- Define the FT offense in line with th

definition of the offense in the FT

Convention;

e

— Put in place adequate measures to fylly
address the requirements under S/RES
1267 (1999) and successor resolutipns

and S/RES 1373 (2001)

6.3 Mutual Legal Assistance (R.3
38 & SR.V)

sRecommendation 36

The Serbian authorities should put in place a
system enabling them to monitor the quality and

speed of executing requests.

Serbia should clarify whether the application
dual criminality may limit its ability to providg
assistance in certain situations, particularlyhie
context of identified deficiencies with respect

— ‘U

of

the FT offence as outlined under Special




Recommendation 37

Recommendation 38

Special Recommendation V

Recommendation II.

Serbia should consider lifting the dual criminaljty

requirement for less intrusive and non compulg
measures.

The shortcomings identified with respect
provisional and confiscation measures should

ory

to
be

remedied as they may limit Serbia’s ability to take
such measures based on foreign requests in certain

cases.
Serbia should have arrangements in place

for

coordinating seizure and confiscation actions with

other countries.

Serbian authorities should explicitly set ¢
formal timeframes to enable that requests
MLA relating to FT are dealt with by compete
authorities in a timely manner.

6.4 Extradition (R.39, 37 & SR.V)

Clarify whether the application of dual criminality

may limit its ability to provide assistance
certain situations, particularly in the context

ut
for
nt

in
of

identified deficiencies with respect to the FT

offence as outlined under Spec
Recommendation |I.

Eliminate the ground for refusal of an extraditi
request set out in article 7(5) of the MLA Law
In cases of non-extradition of own citizens,
Serbian authorities should ensure that inte

jal

on

he
rnal

criminal proceedings are instituted efficiently and

in a timely manner.

Take steps to improve the overall effectivenes
the extradition framework and develop gene
reference materials, models forms and circular,
practical guidelines which cover practical aspg
of extradition and commentaries of the exist
legal provisions.
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6.5 Other Forms of Co-operatiq
(R.40 & SR.V)

"

The authorities should undertake a thorough rey
of the legal framework which governs internatio
co-operation and information exchange and am
the existing laws governing the scope of actioalb
competent financial sector and non financial se
supervisory authorities to ensure that they allbes
widest range of co-operation and that these bag
can exchange information both spontaneously
upon request in line with the FATF standards urj
Recommendation 40;

The authorities should ensure that exchange
information by supervisory and law enforcem

iew
nal

end
f
ctor

—

dies
and
der

authorities are not made subject to disproport®
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or unduly restrictive conditions;
The  supervisory authorities should keep
comprehensive statistical information on the
exchange of information with foreign counterparts,
including on whether the requests were granted or
refused

7. Other Issues

7.1 Resources and statistics (R.
& 32)

ddecommendation 30

FIU

Law

Additional measures should be taken by the
authorities to adequately staff the APML as well
as provide to them with adequate offices,
technical resources and equipment.
Internal training programs would need to |be
tailored, to ensure that APML staff, including
newly recruited staff, receives specialised and|on-
going training suited to their responsibilitiescBu
training could include in particular analyst
training, training on specialised products, trend
and typologies, IT and software training.
enforcement and prosecution authorities

Review the existing legal framework and amend
it, in the light of the issues of concern highligdht
in the report, to ensure that adequate requirements
are set out clearly for law enforcement and

prosecution services, including specialised

services, enabling them to maintain high

professional standards, including high integrity

and that the staff are appropriately skilled.
Review the Tax Police’s structure and adequacy
of financial, human and technical resources, as
well as the requirements regarding professional
standards, integrity and skKills;
Take all necessary legislative and other measures
to ensure that the Financial Investigation Unit

within the Ministry of Interior is adequately
structured, funded and staffed in order to become
operational as soon as possible;
Additional  resources  (human,  premisgs,
equipment, etc) should be allocated to the over-
worked public prosecutor and police services| so
that they can fully and effectively performs their

functions;
Consistent with a more proactive approach to|the
detection and exposure of the various forms of
ML, take measures to ensure a greater
specialisation of police officers, prosecutors and
judges in financial crime and ML cases dnd
improve prosecutorial AML/CFT expertise. The

recommendations formulated in the Natiopal
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Strategy  regarding training should he
implemented speedily.
All supervisory authorities
» Establish requirements providing for professional
standards (including confidentiality and integrjty
requirements), and expertise/skills of the staff of
supervisory bodies involved in the supervision of
the AML/CFT Law (for the Securities
Commissiof®, the Bar Association, the Chamber
of Certified Auditors).
» Ensure adequate, relevant, and regular training for
combating ML and FT throughout all supervisory
bodies involved in the supervision of the
AML/CFT Law.
Policy makers
» The Serbian authorities should satisfy themselves
that there are adequate resources allocated jo set

up and maintain the AML/CFT system on the
policy level and that policy makers are
appropriately skilled and provided with relevant
training.
MLA/extradition competent authorities
o Serbian authorities should ensure that |the
competent authorities for sending/receiving
mutual legal assistance/extradition requests|are
adequately structured, funded, staffed to fully and
effectively perform their functions.
» Serbian authorities should review existing
technical resources available and take appropriate
measures to ensure that proper technical megans
and equipment (e.g. ICT equipment, equipment
for video/telephone conference, technical means
required for special investigative measures) |are
available for competent authorities enabling them
to adequately respond to mutual legal assistance
requests.
* Initial and continuous training should be
organised for all staff of competent authoritjes
responsible for sending/receiving mutual lepal
assistance/extradition requests on a regular basis
to ensure that they have an adequate
understanding of the relevant conventions related
to international cooperation in criminal matters| as
well as the application of the new provisions and
procedures for mutual assistance and extradjtion
set out in the MLA Law and the Law on Seizyre
and Confiscation of the Proceeds from Crime.

3 The Securities Commission has provided some irdtiom on the requirements to professional standards
and expertise/ skills of the staff, but not on s confidentiality and integrity.
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Also, in order to enable direct communicati
between judicial authorities, the Serbi
authorities should consider promoting trainings
foreign languages for relevant professionals.
The authorities should also develop gens
reference materials, models forms and circular
practical guidelines which cover practical aspg
of mutual legal assistance in criminal matters
commentaries of the existing legal provisions.

Recommendation 32

Considering the various statistics presented tq
evaluation team before the visit and afterwa
the evaluation team recommends the authoritig
consider designating one single instituti
responsible for keeping integrated statis
related to AML/CFT.

Also, the authorities may consider keep
records on the underlying predicate offences
cases where there was an autonomous m
laundering prosecution, cases which were trie
the same indictment as the predicate offef
cases which are self laundering and sanct
applied, as this would enable them to monitor
effectiveness of implementation of the N
provision.

Though there are no statistics due to the abs
of relevant proceedings, Serbia should ensure
there is a requirement for competent authoritie
maintain comprehensive annual statistics on
investigations, prosecutions and convictio
should there be such cases.

The authorities should maintain comprehens
and precise annual statistics on the numbe
cases and the amounts of property frozen, se
and confiscated relating to ML, FT and crimir
proceeds.

Ensure maintenance of accurate, differentiated
types and number of obligors, types and num
of irregularities, types and number of appl
supervisory measures [including pecuni
sanctions] etc), consistent statistics on on-
inspections conducted by supervisors relating
or including AML/CFT issues, throughout 4
supervisory bodies involved in the supervision
the AML/CFT Law.

Ensure maintenance of accurate, differentiated
types and number of requestors and reque
counterparties, number of refused and satig
requests, records on bases for refusals
consistent statistics on formal requests
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assistance, throughout all supervisory bodies
involved in the supervision of the AML/CHT
Law.
* Undertake an on-going analysis of the risks| of
ML/FT (vulnerabilities, sectors at risk, trends;)e
to streamline its AML/CFT strategy and efforts|as
necessary;,
e Pursue current efforts and develop the strategic
and collective review of the performance of the
AML/CFT system as a whole.
» The Serbian authorities should maintain
comprehensive annual statistics on all mutual
legal assistance and extradition requests -
including requests relating to freezing, seizind an
confiscation - that are made or received, relating
to ML, the predicate offences and FT, including
the nature of the request, whether it was granted
or refused and the time required to respond.

—

7.2 Other relevant AML/CF] NA
measures or issues

7.3 General framework — structuf NA
issues

3.2 APPENDIX II - Relevant EU texts

Excerpt from Directive 2005/60/EC of the European Brliament and of the Council,
formally adopted 20 September 2005, on the prevewt of the use of the financial system
for the purpose of money laundering and terrorist inancing

Article 3 (6) of EU AML/CFT Directive 2005/60/EC @ Directive):

(6) "beneficial owner" means the natural persom{® ultimately owns or controls the customer
and/or the natural person on whose behalf a tréinsaor activity is being conducted. The
beneficial owner shall at least include:

(a) in the case of corporate entities:

(i) the natural person(s) who ultimately owns ontcols a legal entity through direct or indirect
ownership or control over a sufficient percentafjithe shares or voting rights in that legal entity,
including through bearer share holdings, other thaompany listed on a regulated market that is
subject to disclosure requirements consistent @d@mmunity legislation or subject to equivalent
international standards; a percentage of 25 % @hesshare shall be deemed sufficient to meet
this criterion;

(i) the natural person(s) who otherwise exercis@grol over the management of a legal entity:

(b) in the case of legal entities, such as foundatiand legal arrangements, such as trusts, which
administer and distribute funds:



(i) where the future beneficiaries have alreadynb@etermined, the natural person(s) who is the
beneficiary of 25 % or more of the property of gdearrangement or entity;

(i) where the individuals that benefit from thegdéd arrangement or entity have yet to be
determined, the class of persons in whose maingsit¢he legal arrangement or entity is set up or
operates;

(i) the natural person(s) who exercises contnatro25 % or more of the property of a legal

arrangement or entity;

Article 3 (8) of the EU AML/CFT Directive 2005/60EC(3° Directive):

(8) "politically exposed persons" means naturakspes who are or have been entrusted with
prominent public functions and immediate family niers, or persons known to be close
associates, of such persons;

Excerpt from Commission directive 2006/70/EC of 1 Agust 2006 laying down
implementing measures for Directive 2005/60/EC ofhe European Parliament and of the
Council as regards the definition of ‘politically exposed person’ and the technical criteria
for simplified customer due diligence procedures am for exemption on grounds of a
financial activity conducted on an occasional or wy limited basis.

Article 2 of Commission Directive 2006/70/EC (Implmentation Directive):

Article 2

Politically exposed persons

1. For the purposes of Article 3(8) of DirectiveO3060/EC, "natural persons who are or have
been entrusted with prominent public functions'lishalude the following:

(a) heads of State, heads of government, miniatetsleputy or assistant ministers;

(b) members of parliaments;

(c) members of supreme courts, of constitutionalrisoor of other high-level judicial bodies
whose decisions are not subject to further appeakpt in exceptional circumstances;

(d) members of courts of auditors or of the boarfdsentral banks;

(e) ambassadors, chargés d'affaires and high-rquaiiicers in the armed forces;

() members of the administrative, management pestsory bodies of State-owned enterprises.
None of the categories set out in points (a) ta{fhe first subparagraph shall be understood as
covering middle ranking or more junior officials.

The categories set out in points (a) to (e) offitse subparagraph shall, where applicable, include
positions at Community and international level.

2. For the purposes of Article 3(8) of DirectiveOB060/EC, "immediate family members" shall
include the following:

(a) the spouse;

(b) any partner considered by national law as eent to the spouse;

(c) the children and their spouses or partners;

(d) the parents.

3. For the purposes of Article 3(8) of Directive 0B060/EC, "persons known to be close
associates" shall include the following:

(a) any natural person who is known to have joemddicial ownership of legal entities or legal
arrangements, or any other close business relatiotisa person referred to in paragraph 1;
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(b) any natural person who has sole beneficial osimip of a legal entity or legal arrangement
which is known to have been set up for the benefifacto of the person referred to in paragraph
1.

4. Without prejudice to the application, on a rigasitive basis, of enhanced customer due
diligence measures, where a person has ceaseddatiosted with a prominent public function
within the meaning of paragraph 1 of this Artiobe & period of at least one year, institutions and
persons referred to in Article 2(1) of Directive(B060/EC shall not be obliged to consider such a
person as politically exposed.



