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FIRST MUTUAL EVALUATION OF TURKMENISTAN
First Follow-up Report 
on the Implementation of Recommendations of the EAG Mutual Evaluation
I. INTRODUCTION
1. The purpose of this document is to present to the EAG Plenary meeting the first follow-up report of Turkmenistan. Taking into consideration the fact that this follow-up report of Turkmenistan has been prepared before the approval of the Mutual Evaluation Report, the overview of the improvement of the national AML/CFT system covers all FATF Recommendations without reference to the respective deficiencies indicated in the Mutual Evaluation Report.
2. The on-site mission to Turkmenistan took place in November 2010. According to the EAG procedures, the legislation adopted not later than two months after completion of the on-site mission (before the end of January 2011) may be taken into consideration in the course of evaluation. In this regard, this follow-up report covers a time period from February till June 2011.
II. OVERVIEW OF THE PROGRESS SINCE FEBRUARY 2011
3. This Section highlights the most significant steps that have been taken by Turkmenistan since February 2011. More detailed measures are set out in Annex 1.

General Context
4. During the reporting period (since February 2011) Turkmenistan has adopted new laws and regulations and also has introduced amendments to the current national legislation as related to AML/CFT:
· Law of Turkmenistan on Amendments to the Criminal Code of Turkmenistan dated March 26, 2011;
· Amendments to the Law of Turkmenistan on Credit Institutions and Banking Activity;
· Amendments to the Law of Turkmenistan on the Central Bank of Turkmenistan;
· Order No.53 issued by the Minister of Finance of Turkmenistan on May 25, 2011 that approves the Regulation on Measures against Countries with Inadequate System of Combating Legalization (Laundering) Criminal Proceeds and Financing of Terrorism;
· Amendments to the Law of Turkmenistan on Customs Service;
· Joint Order No.26 dated February 17, 2011 of the Chairman of the Board of the Central Bank of Turkmenistan and No.17 dated February 17, 2011 of the Minister of Finance of Turkmenistan “On actions to be taken by banks to prevent and detect transactions with funds and/or other property (assets) related to legalization (laundering) of criminal proceeds and financing of terrorism” (hereinafter the Joint Order of the Central Bank and the Ministry of Finance of Turkmenistan);
· Order No.53 issued by the Minister of Finance of Turkmenistan on May 25, 2011 that approves the Regulation on Arrangement for Internal Control for Combating Legalization (Laundering) of Criminal Proceeds and Financing of Terrorism;
· Order No.53 issued by the Minister of Finance of Turkmenistan on May 25, 2011 that approves the Regulation on Training and Professional Development Training of AML/CFT Personnel of the Entities Subject to Financial Monitoring;
· Resolution No.11536 issued by the President of Turkmenistan on February 25, 2011 that approves the Regulation on the Interagency AML/CFT Coordination Working Committee with the Ministry of Finance of Turkmenistan;
· Order No.53 issued by the Minister of Finance of Turkmenistan on May 25, 2011 that approves the Regulation on Measures to be Taken in Respect to Foreign Public Officials for the AML/CFT Purposes;
· Amendments to the Customs Code of Turkmenistan.
5. These laws and regulations are generally aimed at further harmonizing the legislation of Turkmenistan and bringing it in line with both the basic AML/CFT Law and the international AML/CFT standards. Amendments that have been introduced into the said laws and regulations are aimed at ensuring further compliance by Turkmenistan with the criteria of R.1, 2, 3, 5, 6, 7, 11, 12, 15, 16, 22, 31 and SR.III and are reflected in more detail in Annex 3 of this document. The analysis below reflects the most significant actions undertaken by Turkmenistan.
Core Recommendations (R.1, 5)
Recommendation 1 (Criminalization of Money Laundering)
6. The Law of Turkmenistan on Amendments to the Criminal Code has introduces changes and modifications to Article 242 which now reads as follows:
“(1) Carrying out financial transactions and other deals with funds or other property (assets), knowingly obtained in illegal way, as well as the use of such funds or other property (assets) for carrying out entrepreneurial (business) or other economic activities and concealment of such actions and also disguise of their illegal origin for legalization of their ownership, use and disposal”
7. The amendments introduced to Article 242 of the Criminal Code have brought the provisions of this Article fully in line with the requirements of the Vienna and Palermo Conventions related to acquisition, ownership and use of property obtained by criminal means. The “disguise” of criminal proceeds is also included in this Article. However, the provisions of Article 242 still do not cover indirect proceeds of crime.
8. Turkmenistan should take actions for amending the provisions of Article 242 for bringing it fully in line with the requirements of the Vienna and Palermo Conventions related to indirect proceeds of crime and also should criminalize insider trading and market manipulation as separate types of criminal offences.
Recommendation 5 (Customer Due Diligence)
9. In Turkmenistan, the CDD requirements and measures are regulated by Order No.53 issued by the Minister of Finance of Turkmenistan on May 25, 2011 that approves the Regulation on Arrangement for Internal Control for Combating Legalization (Laundering) of Criminal Proceeds and Financing of Terrorism. In particular, financial institutions are obliged to perform CDD when carrying out occasional transactions.
10. Besides that, pursuant to the said Order, the CDD measures and actions to be taken by financial institutions in respect to both natural persons and legal entities are described in detail. In particular, financial institutions are obliged to verify that any person purporting to act on behalf of a customer is so authorized, and also to verify the identity of such person, identify and verify the identity of a customer and to identify beneficial owners.
11. Clause 3 of Order No.53 establishes the requirements (for natural and legal persons) to provide necessary documents for appropriate identification of customers.
12. Pursuant to Clause 6 of the aforementioned Order, in case of failure to satisfactory complete CDD and also if during CDD there is a risk that a customer may be unintentionally tipped-off thereof and knowledge by a customer of possible STR or investigation may impede future investigation into a transaction suspected of being carried out for the money laundering or terrorist financing purposes, financial institutions subject to financial monitoring are obliged to suspend CDD and file a STR with the financial intelligence unit.
13. Clause 9 of the said Order obliges financial institutions to develop the risk management procedures applicable to the situations where a customer may utilize business relationships for the money laundering purposes before the CDD measures are undertaken. Financial institutions are obliged to develop such risk management procedures using the recommendations of the Basel Committee as the guideline.
14. Besides that, this Order (Clause 10) requires financial institutions to ensure application of the full range of CDD measures to their customers, including the requirements for identifying a beneficial owner and verifying the provided documents as well as for undertaking the full range of CDD measures in respect to the identified beneficial owner.
15. It should be noted that the actions taken by Turkmenistan make it possible to remedy a number of deficiencies in the AML/CFT system related to CDD. However, the undertaken measures have some shortcomings. In particular, in case of occasional transactions CDD is performed only if there is a suspicion of ML/FT and if the amount of transactions exceeds 200 thousand US dollars, which is inconsistent with the criteria of Recommendation 5.
16. Besides that, the aforementioned Order does not regulate and describe measures for verification of the identity of such customers, which is a significant deficiency. In particular, Order No.53 does not establish requirements to apply CDD measures to persons that have already been the customers of a financial institution.
17. When performing CDD, an entity subject to financial monitoring is not obliged to repeatedly identify and verify the identity of each customer each time when a customer carries out a transaction. An entity subject to financial monitoring has the right to rely on the already undertaken identification and verification measures till it has doubts as to the veracity of this information or when there is a suspicion of money laundering by such customer and also when there is a significant change in transactions carried out through a customer account that is inconsistent with the customer’s business profile.
18. The unreasonably high threshold amount for mandatory CDD is another significant shortcoming.
Key Recommendations (SR.III)
Special Recommendation III (Freezing and Confiscation of Terrorist Assets)
19. Pursuant to Section 5 of the Regulation on Arrangement for AML/CFT Internal Control, if at least one of the parties to a transaction is a legal entity or an individual, in respect to whom there is information, obtained in a manner established by the law and regulations of Turkmenistan, on their involvement in terrorist activity, or a legal entity directly or indirectly owned or controlled by such persons (natural or legal person) acting on their behalf or at their direction, and also if funds or property (assets) representing the proceeds of any crime are used in the transaction, an entity subject to financial monitoring is obliged to suspend performance of a contract it has entered into with such customer with the follow-on suspension of a transaction and “block” (freeze) the funds and property (assets) of such customer for three business days, and not later than on business day following the transaction suspension day shall submit information on the transaction to the designated government agency.
20. In this context, it should be noted that Turkmenistan has developed and adopted the regulation that establishes the procedure of actions to be undertaken by financial institutions in respect to FT-related transactions. However, this Clause obliges financial institutions to suspend a transaction for three business days, which is inconsistent with the requirements of UN Security Council Resolutions concerning freezing of terrorist assets, since, pursuant to the international standards, financial institutions shall “block” (freeze) terrorist assets without delay and for indefinite period of time.
Other Recommendations (R. 6, 7, 11, 12, 15, 16, 22, 31)

Recommendation 6 (Politically Exposed Persons)
21. Order No.53issued by the Minister of Finance of Turkmenistan on May 25, 2011 approves the Regulation on measures to be taken in respect to foreign public officials for the AML/CFT purposes.
22. Pursuant to the adopted Regulation, “a public official of a foreign country is any individual who holds appointive or elective legislative, executive or judicial office in a foreign country and also any individual performing public functions in a foreign country, inter alia, in a government agency or company, as well as any official or representative of an international organization from a member state”.
23. Besides that, the aforementioned Regulation requires financial institutions to use the appropriate risk management systems to determine whether a customer is a foreign public official; to obtain approval of the senior organization or the supervisory (designated) agency for establishing business relationships with such customers; to take, within the scope of their competence, measures for establishing the source of wealth and the source of funds; to perform enhanced ongoing due diligence on business relationships.
24. The actions undertaken by Turkmenistan meet, to a large extent, the criteria set out in Recommendation 6 related to PEPs. However, the said Order does not cover the requirement where a customer has been accepted and the customer or beneficial owner is subsequently found to be, or subsequently becomes a PEP. Besides that, financial institutions should be obliged to obtain senior management approval to continue business relationship.
Recommendation 7 (Measures with regard to Cross-Border Correspondent Banking Relationships)
25. The Regulation on Arrangement for Internal Control obliges banks to undertake appropriate AML/CFT measures with regard to cross-border correspondent banking and similar relationships.
26. In particular, banks are obliged to gather sufficient information about a respondent institution to understand fully the nature of the respondent’s business and to determine from publicly available information the reputation of the institution and the quality of supervision, including whether it has been subject to a money laundering or terrorist financing investigation or regulatory action by the oversight (supervisory) authorities; to assess the respondent institutions’ AML/CFT measures and controls; to obtain approval from the Central Bank for establishment correspondent relationships with new customers; to document the respective functions and responsibilities of each institution.
27. The aforementioned Regulation also establishes requirements for “payable-through accounts”. In particular, banks shall obtain satisfactory evidence that a respondent bank has identified and performs ongoing CDD on customers that have direct access to the accounts of the respondent institution, and that the respondent institution is able to provide relevant customer identification data upon request of the correspondent bank.
28. Pursuant to this Regulation, in case of violation of the above listed requirements, banks are obliged to terminate correspondent relationships with the correspondent and originating banks by sending a prior written notice with the follow-on return of the funds transferred (sent) by such banks.
29. The actions taken by Turkmenistan meet, to a large extent, the requirements of the criteria set forth in Recommendation 7, which allows for ruling out possible establishment of correspondent relationships with shell banks or with banks that do not comply with the FATF Recommendations.
Recommendation 11 (Unusual Transactions)
30. Pursuant to Clauses 14 and 15 of Article 4 of the Regulation on Arrangement for AML/CFT Internal Control, the AML/CFT compliance officers of the entities subject to financial monitoring perform daily analysis of information provided by the employees of the entities subject to financial monitoring on complex transactions (including unusually large transactions and all unusual patterns of transactions that have no apparent or visible economic or lawful purpose). Therefore, Turkmenistan has developed the mechanism and established special requirements for monitoring complex, unusual and exceptionally large transactions that have no apparent or visible economic or lawful purpose.
31. However, the developed mechanisms lack the requirement to examine the background and purpose of unusual transactions and ambiguously specify the procedures of documenting and keeping the findings and making them available to the competent authorities and auditors.
Recommendation 15 (Internal Control, Compliance and Audit)
32. Turkmenistan has taken actions to bring its AML/CFT system in line with Recommendation 15. In particular, the Regulation on Arrangement for AML/CFT Internal Control obliges the entities subject to financial monitoring to designate AML/CFT compliance officers and establishes the appropriate AML/CFT qualification requirements for the designated officers.
33. The same Regulation establishes the requirements for mandatory AML/CFT training to be provided for the employees of financial institutions, including training standards. Besides that, the requirements for the application of the mandatory screening procedures when hiring employees of financial institutions have been established.
Recommendations 12 and 16 (DNFBP)
34. The aforementioned measures and actions taken by Turkmenistan extend to the DNFBP as well.
Recommendation 22 (Foreign Branches and Subsidiaries)
35. The Regulation on Arrangement for AML/CFT Internal Control obliges foreign branches (representative offices) and subsidiaries of the entities subject to financial monitoring to comply with the requirements of this Regulation.
36. The undertaken actions allow, to a certain extent, to remedy the deficiencies related to compliance with criterion R.22.1 and, therefore, Turkmenistan should take further steps to ensure compliance with other criteria of Recommendation 22, in particular, to establish requirements for financial institutions in the situations where the minimum AML/CFT requirements of the home and host countries differ. Branches and subsidiaries in the host countries should also be obliged to apply the higher standards, to the extent that local legislation permits.
Recommendation 31 (National Cooperation)
37. Resolution No.11536 issued by the President of Turkmenistan on February 25, 2011 approved the Regulation on the Interagency AML/CFT Coordination Working Committee with the Ministry of Finance of Turkmenistan.
38. The Interagency Committee was established to coordinate and enhance the efficiency of the efforts undertaken by the financial monitoring authorities, the law enforcement and defense agencies and the AML/CFT reporting entities and to ensure compliance with the international AML/CFT standards, including the FATF recommendations and decisions.
39. The members of the Interagency Committee include the heads and deputy heads of the Ministry of Finance of Turkmenistan, the Ministry of Justice, the Ministry of National Security, the General Prosecutor’s Office, the Ministry of Economy and Development, the State Committee for Combating Illicit Drug Trafficking, the State Customs Service, the State Migration Service, the State Customs Service, the Central Bank and the State Commodity Exchange. The Head of the Financial Monitoring Department of the Ministry of Finance of Turkmenistan is the chairman of this Committee.
40. The decisions passed by the Committee within the scope of its terms of reference are binding.
41. Therefore, Turkmenistan has established the body for the national coordination of the development and implementation of the AML/CFT policies and efforts, which significantly enhance compliance by this country with Recommendation 31.
Effectiveness and Statistics
42. The presented statistics indicate the improved effectiveness of the FIU efforts in conducting financial investigations. It also demonstrates close cooperation between the FIU and financial institutions in obtaining/providing additional information upon requests. The requests submitted by the law enforcement agencies are the evidence of cooperation between the FIU and these agencies.
43. The provided statistics allow one to state that there are effective property (assets) seizure and confiscation mechanisms in place (over 100 thousand US dollars have been confiscated), although the court decisions on confiscation were passed in respect to offences that are predicate for money laundering.
44. The presented statistics also demonstrate the development and extension of international cooperation between law enforcement agencies as related to mutual legal assistance requests (Annex 2).
45. The supervisory efforts are effective in terms of the supervision practice and imposed sanctions, in particular, in respect to institutions and entities supervised by the Central Bank (banks, foreign exchange offices), by the Ministry of Finance (insurance companies, accountants, auditors) and by the Ministry of Justice (notaries and lawyers).
46. At the same time, the professional securities market participants are no supervised.
III. CONCLUSION
47. Since February 2011, Turkmenistan has made major progress in relation to financial recommendations through the adoption of new laws and regulations. In particular, it applies to R. 5, 6, 7, 11, 15, 22, and SR. III. Progress has also been made in relation to R. 1, 12, 16, 31.

48. Taken the above into consideration and keeping in mind that the AML/CFT system of Turkmenistan was established just recently, it seems appropriate to request Turkmenistan to provide the next follow-up report to the 15th EAG Plenary Meeting which will be held in December 2011.
EAG Secretariat
June 03, 2011
TURKMENISTAN
First progress report template
(February - June 2011)
I. Measures taken in relation to core recommendations (R. 1, 5, 10, 13, SR. II, IV)

	Recommendations
	Description of measures taken to improve the national AML/CFT system not considered within the framework of mutual evaluation (since February 2011) 


	1. ML offence

	On March 26, 2011, the Parliament of the country adopted the Law of Turkmenistan “On Introducing Amendments and Alterations into the Criminal Code of Turkmenistan” allowing to extend the disposition of article 242 of the Criminal Code of Turkmenistan and to cover activities in concealing unlawful origin of monetary assets and other property carried out so as to legalize possessing, using or disposing them. Article 242 of the Criminal Code after the words “as well as concealment of such actions” is amended by adding the words “as well as concealment of their unlawful source with view to legalize possessing, using and disposing them”. 

	5. Customer due diligence

	Amendments and alterations are made in the regulatory base concerning customer due diligence (CDD), in particular, the Regulation “On organization of internal control to combat legalization of proceeds gained unlawfully and financing of terrorism” is approved by the Order of the Minister of Finance of Turkmenistan dated May 25, 2011,   and governs the following issues:

- carrying out CDD regarding individual transactions, notwithstanding the correlation of the transaction amount to the threshold amount; 
- carrying out CDD regarding the attempts at conducting a transaction;

- taking such CDD measures as: identification of the beneficiary, verification;
- settling issues related to due diligence of the beneficiary, including the obligation of CDD in relation to the beneficiary;

- applying CDD to persons which are customers of a financial institution already and carrying out CDD on continuing basis;
- a unified framework to formalize the CDD results. 

The Order and the Regulation are attached hereto. 

	10. Record keeping
	The Regulation “On organization of internal control to combat legalization of proceeds gained unlawfully and financing of terrorism” is approved by the Order of the Minister of Finance of Turkmenistan dated May 25, 2011,   and governs the requirements to keeping the following (clause 22):

- information sufficient to be presented as evidence within the framework of any criminal and civil proceeding;
- documents in format providing authoritative bodies with a prompt access thereto.

An amended Law of Turkmenistan “On credit institutions and banking activities” stipulating for a prompt presentation of information to authoritative bodies by credit institutions was also adopted by the Parliament of the country on March 26, 2011 (article 34). 

	13. Suspicious transaction reporting 

	In accordance with the order of the Minister of Finance of Turkmenistan dated December 30, 2010 there was an extension made in the jurisdiction of the regulatory enactment “The procedure of collecting, analyzing the corresponding information to combat legalization of proceeds gained unlawfully and financing of terrorism by the Department of financial monitoring of the Ministry of Finance of Turkmenistan and, provided the aforesaid finds out adequate grounds proving the involvement into legalization of proceeds unlawfully gained or financing of terrorism, submitting the corresponding data and documents to  law-enforcement authorities in accordance with their authorities” (hereinafter referred to as the procedure), approved by the order of the Minister of Finance of Turkmenistan №52 dated June 11, 2010. The provisions are made binding legal and natural persons to provide information regarding not only transactions and deals subject to mandatory control and conducted suspicious transactions and deals related to ML/FT but also documentary proves of submitting to FIU information about any attempts to conduct deals and transactions as well as about deals and transactions provided it is suspected that the assets are proceeds from any criminal offence.

The order is attached hereto. 

	SR.II Criminalize terrorist financing 

	Acts of despoilment, stealage and unlawful use of nuclear materials are criminalized, as well as unlawful acts threatening the safety of stationary platforms at continental shelf.  
Majlis (the Parliament) of Turkmenistan (by the letter dated April 20, 2011) officially construed that the disposition of articles  283-285 of the Criminal Code of Turkmenistan also covers criminal acts of despoilment, stealage and unlawful use of nuclear materials.
Part 2 article 7 and the disposition of part 2 article 235 of the Criminal Code of Turkmenistan also cover unlawful acts against stationary platforms located at continental shelf.

	SR. IV Suspicious transaction reporting related to terrorist financing 
	The Requirement to report attempted transactions related to terrorist financing is applied to financial institutions. In accordance with the order of the Minister of Finance of Turkmenistan dated December 30, 2010 there was an extension made in the jurisdiction of the regulatory enactment “The procedure of collecting, analyzing the corresponding information to combat legalization of proceeds gained unlawfully and financing of terrorism by the Department of financial monitoring of the Ministry of Finance of Turkmenistan and, provided the aforesaid finds out adequate grounds proving the involvement into legalization of proceeds unlawfully gained or financing of terrorism, submitting the corresponding data and documents to  law-enforcement authorities in accordance with their authorities” (hereinafter referred to as the Procedure), approved by the order of the Minister of Finance of Turkmenistan №52 dated June 11, 2010. The provisions are made binding legal and natural persons to provide information regarding not only transactions and deals subject to mandatory control and conducted suspicious transactions and deals related to ML/FT but also documentary proves of submitting to FIU information about any attempts to conduct deals and transactions. 

The order is attached hereto.  


II. Measures taken in relation to key recommendations (R. 3, 4, 23, 26, 35, 36, 40, SR. I, III, V) 

	Recommendations
	Description of measures taken to improve the national AML/CFT system not considered within the framework of mutual evaluation (since February 2011) 

	3.Confiscation and law-enforcement measures

	By Order of the Minister of Finance of Turkmenistan dated May 25, 2011 the Regulation “On organization of internal control to combat legalization of proceeds gained unlawfully and financing of terrorism” is approved; it governs issues of suspending transactions and freezing assets provided monetary assets or property which constitute proceeds from any criminal offences are used when conducting the transaction. 

Clause 1 article 277 of the Code of Criminal Procedure of Turkmenistan stipulates for a possibility to freeze property in possession or ownership of a third party.
Articles 180-184 of the Civil Code of Turkmenistan ensure the protection of bona fide third parties’ rights as specified in the Palermo Convention.
A joint decree was adopted by the Ministry of Finance of Turkmenistan and the Central bank of Turkmenistan on February 17, 2011; it approved the Regulation “On banks taking measures combating and exposing monetary assets transactions related to legalization of proceeds unlawfully gained and financing of terrorism”. Pursuant to clauses 26 and 29 freezing of assets and carrying out further actions are stipulated for provided the information is confirmed.
A system of maintaining statistics for confiscated property is established,

	4. Laws on banking secrecy information 

	Ambiguity in determining information subject to presentation to FIU is cured. The Parliament of the country adopted the amended Law of Turkmenistan “On credit institutions and banking activities” on March 26, 2011, which stipulates for disclosure of banking secrecy information by credit institutions  to the body  authorized in AML/CFT (clause 5 part 3 article 34 of the abovementioned Law). 

	23. Regulation, supervision and monitoring 
	Appliance of the Key principles to the banking sector for the purpose of AML/CFT is reflected in the amended law of Turkmenistan “on credit institutions and banking activities” adopted on March 26, 2011. Appliance of the Key principles to the insurance sector and the securities sector for the purpose of AML/CFT is stipulated for by the draft  amended laws “On the securities market” and “On insurance” which are supposed to be adopted on June session of the Parliament of Turkmenistan. Procedures of entering the aforesaid markets are stipulated for in the regulations “On licensing activities of professional securities market participants” and “On licensing insurance activities” adopted by resolutions by the President of Turkmenistan in may 2009. 
Additional regulatory legal enactments (the Rules of internal control for professional securities market participants, state insurance institutions) are adopted, according to which the liability and authorities of supervisory bodies in each and every scope of activities in terms of supervising compliance with the requirements of the Law “On AML/CFT and appliance of law enforcement measures in case of breaching it” are set forth.  

	26. FIU

	Self-dependence of FIU in decision-making is ensured, including vesting the head of FIU with the authority to sign and the right to make decisions related to carrying out informational and analytical work. By the Order of the Minister of December 28, 2010, the head of FIU is vested with the authority to sign and the right to decision-making regarding issues related to carrying out informational and analytical work, recruitment and assigning to offices the employees of FIU, approval and appliance of operating budget.  
The Order is attached hereto. 

The Parliament of Turkmenistan adopted the amendments to the Law “On combating terrorism” on March 26, 2011. Article 2 “Legal basis for combating terrorism” is amended with the provisions stating that “regulatory legal enactments adopted by respective government agencies” regarding issues of AML/CFT improvement also constitute legal basis for combating terrorism. That being said, all orders of the Minister of Finance of Turkmenistan and the instruments signed by the head of FIU in terms of AML/CFT shall be binding for other government agencies, subjects of financial monitoring. 

More authorities are conferred to the head of FIU regarding interaction with national and foreign agencies. On 25 February, 2011, the decree of the President of Turkmenistan approved the Regulation on the Interdepartmental working commission in AML/CFT under the supervision of the head of the Department of financial monitoring, which consists  of the heads and deputies of the heads of supervisory, law-enforcement agencies, subjects of financial monitoring and other government agencies, with purpose to coordinate activities in AML/CFT sphere, control over compliance with the legislation of the relevant jurisdiction and development of active international exchange.
The work on equipping FIU with software facilitating visualization of connections between financial transactions has been intensified. The problem of automation of the FIU employees’ workflow is settled on the staged basis – a system has been created facilitating the acquisition of information within the department by each employee while complying with all data protection measures (internal network of the department, shutting out the access of any persons other than determined in accordance with employment position instructions).
International interdepartmental agreements with FIU of foreign countries are drafted with their signing expected within the framework of 14 Plenary meeting of EAG.

	35. Conventions

	A regulatory legal instrument is adopted (the order of the Minister as of December 27, 2010) regarding mandatory compliance of all subjects of financial monitoring, supervisory, military and law enforcement agencies with the Conventions and Resolutions of the UNO, recommendations of FAFT in AML/CFT.
Majlis (the Parliament) of Turkmenistan (by the letter dated April 20, 2011) officially construed that the disposition of articles  283-285 of the Criminal Code of Turkmenistan also covers criminal acts of despoilment, stealage and unlawful use of nuclear materials.
Part 2 article 7 and the disposition of part 2 article 235 of the Criminal Code of Turkmenistan also cover unlawful acts against stationary platforms located at continental shelf. 

	40. Ensuring cooperation with foreign partners 


	For the purpose of developing international cooperation in combating ML/FT Turkmenistan is working on the draft agreement on information exchange regarding ML/FT with such countries of EAG as Belarus, the Russian Federation, Kazakhstan, Kyrgyzstan and Tajikistan, as well as a proposal to conclude this agreement in FIU of Swiss Confederation has been forwarded. 

	SR. I Appliance of UN instruments 
	The Regulations on organization of executing UN Security Council resolutions and conventions approved by the Order of the Minister of Finance as of December 27, 2010 ensures executing UN Security Council resolutions 1267 and 1373 in full.

Majlis (the Parliament) of Turkmenistan (by the letter dated April 20, 2011) officially construed that the disposition of articles  283-285 of the Criminal Code of Turkmenistan also covers criminal acts of despoilment, stealage and unlawful use of nuclear materials.
Part 2 article 7 and the disposition of part 2 article 235 of the Criminal Code of Turkmenistan also cover unlawful acts against stationary platforms located at continental shelf. 

	SR. III  Freeze and confiscate of terrorist assets 


	A joint decree was adopted by the Ministry of Finance of Turkmenistan and the Central bank of Turkmenistan on February 17, 2011; it approved the Regulation “On banks taking measures combating legalization of proceeds unlawfully gained and financing of terrorism”, pursuant to clauses 26 and 29 freezing of terrorist assets is stipulated for. The Regulation “On organization of internal control to combat legalization of proceeds gained unlawfully and financing of terrorism” is approved by the Order of the Minister of Finance of Turkmenistan dated May 25, 2011, which governs the issues regarding transaction suspension and assets freezing provided at least one of the transaction parties is an organization or a natural person in relation to which information concerning their participation in terrorist activities is acquired in the procedure set forth by the Law, or a legal person directly or indirectly possessing or being under control of such organization or person, or a natural or legal person acting on behalf of or on the instructions of such organization or person. 
 Clause 1 article 277 of the Code of Criminal Procedure of Turkmenistan stipulates for a possibility to freeze property in possession or ownership of a third party;
Articles 180-184 of the Civil Code of Turkmenistan ensure the protection of bona fide third parties’ rights as specified in the Palermo Convention;
A system of maintaining statistics for confiscated property is established,

	SR. V International cooperation 

	For the purpose of developing international cooperation in combating ML/FT Turkmenistan is working on the draft agreement on information exchange regarding ML/FT with such countries of EAG as Belarus, the Russian Federation, Kazakhstan, Kyrgyzstan and Tajikistan, as well as a proposal to conclude this agreement in FIU of Swiss Confederation has been forwarded. 


III. Measures taken in relation to other recommendations (R. 2, 6, 7, 8, 11, 12, 14, 15, 16, 17, 18, 19, 20, 21, 22, 24, 25, 27, 28, 29, 30, 31, 32, 33, 37, 38, 39, SR. VI, VII, VIII, IX)

	Recommendations
	Description of measures taken to improve the national AML/CFT system not considered within the framework of mutual evaluation (since February 2011) 

	2. ML offence – mental element and corporate liability 


	Liability of legal entities is set forth in article 58 of the Law of Turkmenistan “On enterprises”. 

	6. Politically exposed persons 

	The Regulation “On applying measures to officials of foreign countries to combat legalization of proceeds unlawfully gained and financing of terrorism” was approved by the Order of the Minister of Finance of Turkmenistan dated May 25, 2011. 

	7. Measures in relation to cross-border correspondent banking 


	The Regulation “On organization of internal control to combat legalization of proceeds gained unlawfully and financing of terrorism” is approved by the Order of the Minister of Finance of Turkmenistan dated May 25, 2011, which (clause 11) governs the issues regarding:

 - evaluation of a bank-respondent regarding AML/CFT issues, the procedure of logging this information; 
- responsibility to collect and store information about a bank-respondent when used in respect of correspondent relations;
- allocation of responsibilities in AML/CFT sphere when establishing cross-border correspondent relations;
- standards in relation to “transit accounts”.

	8. New technologies and non-face-to-face business 
	The Regulation “On organization of internal control to combat legalization of proceeds gained unlawfully and financing of terrorism” is approved by the Order of the Minister of Finance of Turkmenistan dated May 25, 2011, which governs the issues regarding using the Basle instrument on CDD as a specific risk management guidance when carrying out non-face-to-face business (clause 9).

	11. Unusual transactions 

	The Regulation “On organization of internal control to combat legalization of proceeds gained unlawfully and financing of terrorism” is approved by the Order of the Minister of Finance of Turkmenistan dated May 25, 2011, which governs the issues regarding:

- obligation to pay close attention to complex, especially large scale and unusual transactions carried out; 

- a special requirement has been worked out in relation to complex, especially large scale and unusual transactions such as to study their history and objectives as well as rules have been set forth regarding recording  analysis results, keeping them and providing competent authorities and auditors with access to them; 
- requirements to record, word and keep the results of such studies 

	12. DNFBP – Rec.5, 6, 8-11

	The Regulation “On  applying measures to officials of foreign countries by financial institutions”  and the Regulation “On organization of internal control to combat legalization of proceeds gained unlawfully and financing of terrorism” are approved by the Orders of the Minister of Finance of Turkmenistan dated May 25, 2011, which govern the following issues:

а) In relation to Rec.5: 

- to carry out CDD measures in relation to individual transactions and deals (for all DNFBP); 

- to study transactions previously carried out by the client as well as to determine the type of the transaction and the extent to which it complies with the purposes and/or types of activities of the client; 

- to update identification data; 

- to carry out CDD measures in relation to the existing clients (for all DNFBP);
- to carry out inspection of the beneficiary, including performing CDD in relation to the beneficiary; 
- to enhance CDD measures in relation to clients (transactions) of high risk group and to identify the beneficial owner and to perform verification. 

б) there are standards stipulated for in the legislation in relation to DNFBP  in accordance with requirements 6 and 8.  
в) In relation to Rec.10:

- a requirement has been specified to keep information to the extent sufficient to be presented as evidence within the framework of any criminal and civil proceeding;
- requirements have been specified to keep documents in format providing authoritative bodies with a prompt access thereto.

г) In relation to Rec.11 special standards have been specified for DNFBP, stipulating for the obligation to enhance alertness regarding all complex, unusually large scale transactions as well as  unusual transaction schemes with no obvious economic or tangible legal purpose as well as to record in writing, to keep and to submit information obtained as a result of such inspection.  

	14. Protection and tipping-off

	Majlis (the Parliament) of Turkmenistan (by the letter dated April 20, 2011) officially construed that the Law of Turkmenistan “On AML/CFT” covers the safe harbor provisions for executives and officials of any level regarding the liability for forwarding information to FIU. 

	15. Internal control, compliance and audit 
	The following regulatory legal enactments of Turkmenistan have been adopted:
- specifying the obligation to appoint responsible executives and the obligation to carry out relevant AML/CFT training of the employees; 

- specifying qualifying requirements regarding AML/CFT issues which each responsible executive shall meet;
- stipulating for performing internal control in financial and non-financial sectors of Turkmenistan economy.
The Order of the Minister of Finance of Turkmenistan dated May 25, 2011 approved the Regulation “On organization of internal control to combat legalization of proceeds gained unlawfully and financing of terrorism” which stipulates for the obligation of financial institutions to appoint responsible executives and determined their rights and obligations. 

The Regulation “On training and upgrading qualifications of the employees of financial monitoring subjects which perform measures to combat legalization of proceeds gained unlawfully and financing of terrorism” is approved by the Order of the Minister of Finance of Turkmenistan dated May 25, 2011, pursuant to which qualifying requirements and the requirement to carry out mandatory AML/CFT training of employees of financial institutions are specified, standards for such training and the requirement to perform mandatory check of the staff of financial institutions when hired for work are developed.

	16. DNFBP – Rec.13-15 and 21

	In relation to R.13 – On December 30, 2010, the Minister of Finance of Turkmenistan  signed the order on introducing alterations and amendments into “The procedure of collecting, analyzing the corresponding information to combat legalization of proceeds gained unlawfully and financing of terrorism by the Department of financial monitoring of the Ministry of Finance of Turkmenistan and, provided the aforesaid finds out adequate grounds proving the involvement into legalization of proceeds unlawfully gained or financing of terrorism, submitting the corresponding data and documents to  law-enforcement authorities in accordance with their authorities” (hereinafter referred to as the Procedure), approved by the order of the Minister of Finance of Turkmenistan №52 dated June 11, 2010, binding legal and natural persons to provide information regarding not only transactions and deals subject to mandatory control and conducted suspicious transactions and deals related to ML/FT but also regarding any attempts at conducting suspicious deals and transactions as well as regarding deals and transactions provided there is any suspicion that the monetary assets constitute proceeds form any crime. 
In relation to R.14 – The letter of Majlis (the Parliament) of Turkmenistan dated April 20, 2011officially construed the Law of Turkmenistan “On AML/CFT” in terms of the safe harbor provisions for executives and officials of any level regarding the liability for forwarding information to FIU.
In relation to R.15 - The Order of the Minister of Finance of Turkmenistan dated May 25, 2011 approved the Regulation “On organization of internal control to combat legalization of proceeds gained unlawfully and financing of terrorism” which stipulates for the obligation of DNFBP to appoint responsible executives and determined their rights and obligations. 

The Regulation “On training and upgrading qualifications of the employees of financial monitoring subjects which perform measures to combat legalization of proceeds gained unlawfully and financing of terrorism” is approved by the Order of the Minister of Finance of Turkmenistan dated May 25, 2011, pursuant to which qualifying requirements and the requirement to carry out mandatory AML/CFT training of employees of DNFBP are specified, standards for such training and the requirement to perform mandatory check of the staff of DNFBP when hired for work are developed. 

In relation to R.21 – An amended regulation on performing adequate measures by DNFBP and financial institutions in relation to countries non-compliant with recommendations of  FAFT as well as to their entities was approved by the Order of the Minister of Finance of Turkmenistan dated May 25, 2011.

	17. Sanctions

	The Order of the Minister of Finance of Turkmenistan dated May 25, 2011 approved the Regulation “On organization of internal control to combat legalization of proceeds gained unlawfully and financing of terrorism” which stipulates for appliance of a wide scope of sanctions for non-compliance with the standards set forth therein (clause 28).

	21. Special attention for higher risk countries 

	An amended regulation on performing adequate measures in relation to countries non-compliant with recommendations of FAFT as well as to their entities was approved by the Order of the Minister of Finance of Turkmenistan dated May 25, 2011. 

	22. Foreign branches and subsidiaries 

	Pursuant to article 10 of the amended Law of Turkmenistan “On credit institutions and banking activities” adopted by Majlis (the Parliament) of Turkmenistan on March 26, 2011, branches and other structural subsidiaries of a credit institution as well as subsidiaries of its branches are entitled to render settlement and (or) cash services to clients, foreign exchange and other banking transactions on behalf of a credit institution in accordance with regulatory legal enactments of the Central Bank or Turkmenistan.
The Order of the Minister of Finance of Turkmenistan dated May 25, 2011 approved the Regulation “On organization of internal control to combat legalization of proceeds gained unlawfully and financing of terrorism” which stipulates for obligations of branches (representative offices) and subsidiaries of the entities of financial monitoring located in a foreign country to comply with the norms of this provision and recommendations of FAFT.

	24. DNFBP—regulation, supervision and monitoring 
	Pursuant to clause 9 first part article 3 of the amended Law of Turkmenistan “On credit institutions and banking activities” adopted by Majlis (the Parliament) of Turkmenistan on March 26, trust transactions are included in the list of banking transactions and in banks they are subject to efficient monitoring measures and to ensuring compliance with the requirements of combating money laundering and financing of terrorism as set forth above. 

	25. Guidelines and Feedback

	Within the first six months of the year of 2011 FIU has organized:

- 7 seminars on explanation and description of new tendencies and typology as well as schemes of deals and transactions related to AML/CFT held for representatives of entities of financial monitoring; informational and teaching materials were handed out 
- 15 seminars on explanation of internal and re-adopted regulatory and legal enactments of Turkmenistan held for specialists of the Department of Financial Monitoring;

- 3 seminars have been held for supervisory and law enforcement agencies with informational and teaching materials handed out. 

	27. Law enforcement agencies 

	Issues are considered and system approaches to investigation of cases related to ML/FT are approved each time individually at the interdepartmental commission established by the President of Turkmenistan on February 25, 2011, and comprising all investigative (law enforcement) authorities, on a continuing basis. 

	29. Supervisors

	Functions of supervision performed by the licensing bodies regarding AML/CFT are set forth in the Law of Turkmenistan “On licensing individual types of activities” as well as in regulations concerning licensing approved by the Decrees of the President of Turkmenistan. In this case the requirements for licensing include compliance with the legislation of Turkmenistan; the law of Turkmenistan “On AML/CFT” is integrated in the system of legislation of Turkmenistan. Supervisors (licensing bodies) are entitled to perform inspections in relation to compliance with   the requirements for licensing.
  The Order of the Minister of Finance of Turkmenistan dated May 25, 2011 approved the Regulation “On organization of internal control to combat legalization of proceeds gained unlawfully and financing of terrorism” which stipulates for appliance of a wide scope of sanctions by supervisory authorities in relation to any accountable organizations. 

	30. Resources, integrity and training 

	The Economic Crime Department (criteria for ML offence are set forth in chapter “Crimes against economic security” of the Criminal Code of Turkmenistan) as well as the Antiterrorism Departments establishing which is set forth by the law of Turkmenistan “on antiterrorism protection” (financing of terrorism is a constituent part of terrorism in accordance with the aforesaid law) function within the system of law enforcement agencies. The norms for supervising implementation of the legislation of Turkmenistan in the specified spheres are set forth in the laws of Turkmenistan “On national security agencies”, “On internal affairs agencies”, “On customs service” and “On prosecution authorities”.
 Since the beginning of the year FIU officials and officials of law enforcement agencies as well as of the Central Bank have participated in three training seminars in investigating ML/FT which were organized by the World Bank, Egmont group and EAG.  

The Government of Turkmenistan has accepted the offer of technical assistance made by the USA Ministry of Finance regarding a two-year training of FIU staff, supervisory authorities and law enforcement agencies in AML/CFT sphere which can be extended further.    

Within the first six months of the year of 2011 FIU has also organized for law enforcement and supervising authorities officials:

- 7 seminars on explanation and description of new tendencies and typology as well as schemes of deals and transactions related to AML/CFT held for representatives of entities of financial monitoring; informational and teaching materials were handed out 
- 15 seminars on explanation of internal and re-adopted regulatory and legal enactments of Turkmenistan held for specialists of the Department of Financial Monitoring;

- 3 seminars have been held for supervisory and law enforcement agencies with informational and teaching materials handed out. 
All supervisory authorities are included in the interdepartmental commission established by the Decree of the President of Turkmenistan dated February 25, 2011, within the framework of which trainings and explanatory work regarding AML/CFT are organized on a continuing basis. 

	31. National cooperation

	On February 25, 2011, the interdepartmental coordinating commission was established by the Decree of the President of Turkmenistan; it comprises the Department of Financial Monitoring, law enforcement agencies and supervisory authorities, on its basis cooperation is performed and mutual actions are coordinated in relation to developing or implementing the policy of and activities in combating money laundering and financing of terrorism. The commission works on a continuing basis (not less than 2 meetings per month), apart from that working groups have started their activities within the framework of the interdepartmental commission on typology, supervision and analytical functions.     

	32. Statistics

	An integrated system has been introduced in the Department of Financial Monitoring regarding maintain statistics of acquired and forwarded notices about suspicious transactions; regarding investigations,  legal prosecutions and convictions in connection with money laundering and financing of terrorism; freezing, seizing and confiscating property; as well as mutual legal assistance or other international inquiries related to cooperation.  

	33. Legal persons–beneficial owners (beneficiaries) 
	  The Order of the Minister of Finance of Turkmenistan dated May 25, 2011 approved the Regulation “On organization of internal control to combat legalization of proceeds gained unlawfully and financing of terrorism” which stipulates for measures of identification and verification of information about beneficial owners of legal persons. 

	38. MLA on confiscation and freezing

	Chapter 52 of the Code of Criminal Procedure sets forth specific mechanisms of coordinating actions with foreign countries in arresting and confiscating property, such mechanisms are also set forth in interdepartmental agreements in line the of the Ministry of Internal Affairs, the Ministry of National Security, the General Prosecutor Office and customs service with the corresponding services and agencies of foreign countries and stipulate for a wide scope of actions including in AML/CFT sphere. 

Chapter 52 of the Code of Criminal Procedure also regulates issues of delivering the property under arrest to the investigation agencies of a foreign country. 

	SR. VI AML/CFT requirements for money/value transfer services 
	On March 26, 2011 the Parliament of the country adopted the amended Law of Turkmenistan “On credit institutions and banking activities”.
Pursuant to subclause 6, clause 1, article 3 of this law carrying out money transfer in the name of natural persons without opening bank accounts also comprises banking transactions. Pursuant to article 17 banking activities are subject to licensing and any natural or legal person carrying out banking activities without obtaining a license of the Central Bank of Turkmenistan shall be liable in accordance with the legislation of Turkmenistan.

Pursuant to article 240 of the Criminal Code of Turkmenistan carrying out any activities without obtaining a license, where necessary, shall constitute a criminal offence.   

	SR. VII Wire transfer rules 
	The Order of the Minister of Finance of Turkmenistan dated May 25, 2011 approved the Regulation “On organization of internal control to combat legalization of proceeds gained unlawfully and financing of terrorism” which stipulates for the obligation of banks to terminate correspondent relations with banks-correspondents and business relations with sending banks not-compliant with special recommendation 7 by forwarding them a prior written notice and subsequent return of the funds transferred (sent) by the aforesaid banks. 

	SR.IX Cross-border declaration and reporting 
	The customs code which came into force in 2011 sets forth the obligation to declare goods (monetary assets are integrated in the term “goods”) in case of cross-border transportation. The Law of Turkmenistan “On operational investigations” includes customs agencies into the list of authorities to carry out operational investigations. Pursuant to article 76 of the Code of Criminal Procedure the Customs service is deemed an agency of inquiry. Pursuant to article 169 agencies of inquiry shall arrest the property subject to confiscation. Pursuant also to the Code of Criminal Procedure and the Law of Turkmenistan “on customs service” which came into force in 2011, customs agencies shall keep in custody natural persons suspected in participation in acts of crime.    



	2011 (from January 1 till May 20)

	Statistics of reports received by FIU

	Reporting entities

	suspicious transactions reports
	reports on transactions above designated threshold
	reports on international electronic wire transfers

(transaction codes -3000)

(banks/post)

	
	ML
	TF
	ML
	TF
	ML
	TF

	Commercial Banks
	2
	0
	127
	0
	0
	0

	Insurance companies
	0
	0
	16
	0
	
	

	Currency exchange
	0
	0
	48
	0
	
	

	professional participants of the securities market
	0
	0
	0
	0
	
	

	Notaries
	0
	0
	14
	0
	
	

	Lawyers
	0
	0
	0
	0
	
	

	Accountants/auditors
	0
	0
	0
	0
	
	

	Companies providing trust services 
	0
	0
	0
	0
	
	

	Post service
	0
	0
	0
	0
	0
	0

	State Customs service 
	0
	0
	73
	0
	0
	0


	2011

	Financial investigations initiated by the FIU
	Requests from law enforcement
	Requests from FIU to financial institutions for additional information
	Financial institutions’ replies to additional requests
	ML/TF link revealed as a result of additional information provided by FIs
	ML/TF link revealed through other means (FIU financial investigation, information from law enforcement)
	Information forwarded to law enforcement

	ML
	TF
	ML
	TF
	ML
	TF
	ML
	TF
	ML
	TF
	ML
	TF
	ML
	TF

	9
	0
	3
	0
	22
	0
	22
	0
	2
	0
	1
	0
	3
	0


	2011

	Law enforcement investigations *
	Legal proceedings
	Confiscations and seizures of property

	initiated by law enforcement agencies on the basis of their own files
	initiated by law enforcement agencies on the basis of FIU files
	criminal cases opened
	sentences passed
	ML **
	TF

	ML
	TF
	ML 
	TF 
	ML
	TF
	ML
	TF
	
	

	
	
	
	
	cases
	persons
	cases
	persons
	cases
	persons
	cases
	persons
	cases
	amounts ***
	cases
	amounts

	1
	0
	2
	0
	0
	0
	0
	0
	0
	0
	0
	0
	12
	0,1
	0
	0


· * commencement of criminal crimes on predicate offences 
· ** property confiscation related to predicate offences 

· *** in millions of US dollars


	2011

	Information about requests and other efforts
	request for mutual legal assistance *
	extradition requests
	other official requests for law enforcement assistance
	FIU-initiated reports to foreign agencies
	official assistance requests sent or received by supervision authorities

	
	ML
	TF
	ML
	TF
	On predicate offences to ML
	
	ML
	TF

	Sent
	2
	0
	8
	0
	0

	Received
	5
	0
	6
	0
	0


* Requests that were sent and received by law enforcement

	2011

	Reporting entities
	Measures

	
	audits
	instructions (recommendations)
	fines
	dismissal (disqualification) of management
	prohibition to engage in specified activities
	suspension of operations/license
	revocation of licence

	
	field
	desk
	
	Natural persons
	Legal persons
	
	
	
	

	commercial banks

	9
	2
	0
	0
	0
	0
	0
	0
	0

	Insurance companies

	3
	1
	0
	0
	0
	0
	0
	0
	0

	Currency exchange

	12
	0
	2
	0
	0
	0
	0
	0
	0

	professional participants of the securities market

	0
	0
	0
	0
	0
	0
	0
	0
	0

	Notaries (Ministry of Justice)

	2
	0
	0
	0
	0
	0
	0
	0
	0

	Lawyers (Ministry of Justice) 

	3
	1
	0
	0
	0
	0
	0
	0
	0

	Accountants/auditors (Ministry of Finance) 

	17
	8
	2
	0
	0
	0
	0
	1
	0

	trust services providers (Central Bank of Turkmenistan)

	0
	0
	0
	0
	0
	0
	0
	0
	0

	Post service (Ministry of Communication)
 
	3
	1
	0
	0
	0
	0
	0
	0
	0

	State Customs service (General prosecutor’s office)
	0
	0
	0
	0
	0
	0
	0
	0
	0
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