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Dear Colleagues,

In 2011, the Eurasian Group
celebrated its 7th anniversary.
Towards its 15th Plenary meet-
ing, the EAG had achieved sig-
nificant results, thanks to the
merits and hard work of its pre-
vious Chairmen.

Viktor Zubkov was one of the
founders of the Group. His au-
thority has helped to rally the
EAG governments during the
initial formation stages of their
respective national systems.

Oleg Markov’s organizational
talent allowed the Group not
only to strengthen its position
on the international level, but
also to increase its potential
through new member and ob-
servers. The unquestionable
achievement of Oleg Markov
was the transformation of the
Group into an intergovernmen-
tal organization, and setting the
priorities for its development.

This passing year became a
transition year not only for the
EAG, but also for the global
system for combating money
laundering and the financing of
terrorism.

The main directions of devel-
opment for the coming years
are the implementation of new
standards, increasing of the ef-
fectiveness of measures taken
by each state in the Eurasian
region.

The task of the EAG for the
next few years is to bring its
work in line with the coming
changes, not to be just an ac-
tive participant in the current
changes, but also the initiator
of events.

| sincerely hope that our fur-
ther cooperation will be built
on the principles of effec-
tive partnership and will as-
sist in strengthening the entire
AML/CFT system in the region.

Yuri Chikhanchin
EAG Chairman

15th EAG Plenary meeting:
results, events, decisions

At the end of November,
the 15th Plenary meeting of
the Eurasian Group on com-
bating money laundering
and the financing of terror-
ism took place in the Peo-
ple’s Republic of China (city
of Xiamen).

The term of Oleg Markov,

the EAG Chairman, who led
the Eurasian Group since
2007, was completed. The
words of thanks from Oleg
Markov addressed to the
Plenary meeting participants
stressed the importance of
the atmosphere of mutual un-
derstanding that has enabled
the Group to achieve recogni-
tion and credibility.

With the unanimous support
of all EAG member states,
Yuriy Chikhanchin, the Head
of Russian delegation and the
Head of the Russian FIU, was
elected as the new Chairman
of the Group.

Talking about the change
of leadership, Mr. Liu Zheng
Ming, the EAG Deputy
Chairman, emphasized the
importance of keeping the
chairman’s post in Rus-
sia, “At the time when FATF
standards are changing, we
need to develop an effective
system for the implementa-
tion of all updated recom-
mendations into the national
AML/CFT systems of the
Eurasian Group countries. A
special role in this work will
be played by those member
states that are members of
the FATF and have the op-
portunities to implement the
FATF initiatives into the Eur-
asian region”.

The 15th Plenary meeting
summed up the transforma-
tion process of the Eurasian

Group into an intergovern-
mental organization, which
started two years ago. This is
connected, primarily, with the
accession of India to the new
EAG Agreement. The country
took the shortest path to the
signing of the Agreement, as
it had recently joined the Eur-
asian Group.

Already this January, the
new Agreement of the Eura-
sian Group will enter into
force, which will allow the
Group to operate in the new
format.

India signs the EAG Agreement

Dr. Thomas Mathew,

challenges in implementation
of the risk-based approach,
as well as conducting out-
reach and explananatory
work with the private sector.

The participants of the
Plenary meeting paid spe-
cial attention to scientific
and methodological projects
of the International Train-
ing and Methodology Cen-
tre for Financial Monitoring.
New methods for conduct-
ing financial investiga-

tions of corruption cases,
e-training for financial intel-
ligence and

law enforce-

Joint Secretary, Ministry of finance, India:

“India is delighted to sign the Eurasian Group Agree-
ment. | would like to emphasize that our country intends
to actively participate in strengtherning the regional

AML/CFT system’.

An important event of the
15th Plenary meeting was
the creation of a new Work-
ing group on supervision, the
formation of which is aimed
at developing cooperation
with the financial sector and
non-financial institutions in
updating international stand-
ards in the AML/CFT sphere.

The working group faces

ment agencies, instruments
to implement anti-corruption
reviews on legislation in the
AML/CFT sphere, and other
developments sparked in-
tense interest.

The results of the executed
work provide the Group with
a real opportunity to bring its
accumulated experience to
other international and re-
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gional organizations in the
AML/CFT sphere.

One of the key decisions
of the EAG 15th Plenary
meeting was the approval
of the EAG Working plan
for 2012, which outlines the
priorities for the Group’s
activities in  accordance
with the trends in the global
AML/CFT system. Among
the key directions of activ-
ity is the realisation of the
measures to facilitate the
implementation of the new
edition of FATF Recommen-
dations and to assist EAG
member states, which have
strategic deficiencies in their
national anti-money launder-
ing systems.

A large number of tasks
facing the EAG require not
only the consolidation of ef-
forts within the Group, but
also the interaction with oth-
er participants in the interna-
tional AML/CFT system.

The address of Oleg Markov, the EAG Chairman, to participants and guests
of the EAG 15th Plenary meeting

Currently, the EAG has the status
of an intergovernmental organization.
The authority and influence of the
Group are recognized by the interna-
tional community. Legal and institu-
tional frameworks for AML/CFT have
been established in all states of the
Eurasian region. The first round of mu-
tual evaluations has been completed,
the priorities and comprehensive plans
for the development of national anti-
money laundering systems have been
defined.

The main conclusion of our common
work is that is impossible to achive re-
sults without joint efforts of all of the
states of the Group, nor without the
help of international partners.

Dear Colleagues! These four years of
cooperation have been filled with mu-
tual respect, understanding, and warm
human relations.

| would like to thank the heads of dele-
gations from the member and observer
states, all those who have taken an ac-
tive part in our events.

| also thank the experts of internation-
al organizations — the FATF Secretari-
at, representatives of MONEYVAL the
World Bank and the International Mon-
etary Fund, that helped us to implement
many difficult decisions.

| would like to express a special grati-
tude to Mr. Chikhanchin, the Head of
the Russian delegation, for his assis-
tance in establishing national anti-mon-

ey laundering systems in the region.

| thank the co-chairs of the working
groups, the EAG Secretariat and the
International Training and Methodology
Centre for Financial Monitoring for or-
ganizing events and ensuring the fulfill-
ment of our decisions.

And | would like to say a special word
of thanks to Mr. Liu Zheng Ming, the
EAG Deputy Chairman, for his support
and promotion of the initiatives of our
organization, as well as for represent-
ing the Group’s interests in the FATF.

I would like to wish great achievements
to the newly elected EAG Chairman in
developing new directions of work, and
success in meeting the assigned tasks.

O. Markov
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In November 2011, the Federal Serv-
ice for Financial Monitoring turned ten
years old. In honor of this anniversary,
the international scientific and practi-
cal conference entitled “The Russian
financial monitoring system: trends
and prospects of international coop-
eration” was held in Moscow on Oc-
tober 28, 2011 with the support of the
Association of the Russian banks, the
Eurasian group and the ITMCFM. The
results achieved during the forma-
tion and development of the national
AML/CFT system of the Russian Fed-
eration as well as the new issues that
need to be addressed in order to im-
prove anti-money laundering meas-
ures were discussed at the confer-
ence.

In his introductory address to the

During the conference, special
emphasis was placed on the in-
teraction of the public and private
sectors, in order to ensure the
transparent functioning and devel-
opment of financial markets.

¥
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Dmitry Pankin, Head of the
Federal Service for Financial
Markets:

“Serious problems arise in con-
nection with the adoption of the
law on combating insider trading
(dissemination of insider infor-
mation) — requiring the restruc-
turing of the entire work process
as well as the psychology of de-
cision making — the most serious
field of interaction between the
two services. On the one hand,
our goal is to create the most fa-
vorable conditions for business
development, on the other hand
— we are placing new demands
on market participants to provide
monitoring information. It is very
important for us to find a work-
able balance...”

conference, the EAG
Chairman, Oleg Mark-
ov stressed the need
for proper strategic
planning to improve
the effectiveness of
national AML/CFT sys-
tems:

“One of the most im-
portant tasks, which
stand before the Rus-
sian  Federation as
well as the international community,
is to develop strategies to combat ML
and FT. Priorities in the anti-money
laundering sphere should be based
on a careful analysis of the theoreti-
cal developments and practices. We
must be prepared to effectively con-
front threats, as well as assess and

Rosfinmonitoring pointed out the
importance of creating permanent
mechanisms of cooperation with
state bodies and the private sec-
tor.

»
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Dmitriy Skobelkin, Deputy
head of the Russian Federal
Service for Financial Monitor-
ing:

“The creation of the national
anti money laundering and fi-
nancing of terrorism system
of the Russian Federation be-
came possible only due to ac-
tive participation of the private
sector. Currently, there is a
permanent consultative council
under Rosfinmonitoring  unit-
ing a wide range of financial
and non-financial associations,
which discusses legislative and
other measures on develop-
ment of the system of counter-
action to legalization (launder-
ing) of proceeds from crime and
the financing of terrorism’.
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10 years of the Federal Service for Financial Monitoring

(Rosfinmonitoring):

Trends and prospects of international cooperation were discussed at the
international conference

respond to the new challenges in a
timely manner. This approach lies at
the heart of the new edition of the In-
ternational standards that are to be
adopted in the near future”.

At the conference the most press-
ing directions of the global AML/CFT
system were identified, such as the

@ EAL

further implementation of the risk-
based approach, the strengthening of
international cooperation, attention to
the new technologies - the develop-
ment of which can be used to combat
money laundering and the financing
of terrorism, as well as joint coordi-
nated work with the private sector.

Faces of the conference

The Central Bank of Russia not-
ed that the AML/CFT measures
are required not only by the gov-
ernment but also by the banking
society.

Viktor Melnikov, Deputy
Chairman of the Central
Bank of Russia:

“10 years have not been
spent in vain, a lot has been
done for this country and for
the financial system. The role
of the Federal Service for Fi-
nancial Monitoring in these
acheivements cannot be
overestimated. The majority
achievement in the banking
sphere over these years is
that the majority of the banks
considers the activities to-
wards combating money
laundering and financing of
terrorism absolutely neces-
sary for business stability,
they also take initiative and
act creatively...”

Presentations made by represent-
atives of the banking community
stressed the importance of partner-
ship with the FIUs, in development
of the national anti-money launder-
ing mechanisms.

Garegin Tosunyan, Presi-
dent of the Association of
Russian Banks:

“The work of the banking
sector, the Association of
Russian Banks and Rosfin-
monitoring is a demonstra-
tive and impressive exam-
ple of constructive and well
co-ordinated cooperation of
the banking sector and state
organizations. We have ini-
tiated (through joint efforts)
in the State Duma draft leg-
islation calling for a number
of fundamental changes to
be made. In many ways,
thanks to our joint efforts,
the mechanisms of combat-
ing “dirty” money have been
put into place”.
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Delegations of the EAG member-states congratulate Rosfinmonitoring
with the anniversary

The Financial Intelligence Unit (FIU)
has traditionally been the institutional
mainstay of national AML/CFT sys-
tems, performing tasks of data collec-
tion and analysis, interaction with law
enforcement services, international
cooperation, as well as the overall co-
ordination of all the participants in the
“anti-money laundering” systems.

For over 10 years, the Federal Serv-
ice for Financial Monitoring has been
performing the functions of financial
intelligence in the Russian Federa-
tion.

“The most difficult part was not
actually the creation of a new body,
but fitting it into the existing system
of state institutions, and then forming
it into a coherent national AML/CFT
system that meets the requirements
of international standards”, said Yuri
Chikhanchin, the current Head of the
Service. Rosfinmonitoring received its
first report on monetary transactions
from a bank on February 1, 2002.
Currently, more than 7 million reports
are received annually.

Membership in 2002, in the Egmont
Group, an international professional

association of financial intelligence
units, became a recognition of the
successes achived by the Russian
FIU. In 2008, the results of a mutual

comments by the participants

The Chairman of the Egmont
group highlighed the necessity of
the mechanisms of the interna-
tional cooperation in the AML/CFT
sphere, particularly between finan-
cial intelligence units.

Boudewijn Verhelst, Chair-
man of the Egmont Group:

“‘Nowadays when the world
has changed so much, that
even a small island has be-
come as important to the glo-
bal financial system as a large
country, the financial intelli-
gence units of the world must
cooperate even more. | know
of cases when money is trans-
ferred across the world in two
hours, but the investigation
lasts for 2 years. The Federal
Service for Financial Monitor-
ing actively cooperates with
the financial intelligence units
of other countries, identifying
cross-border flows, behind
which stand billions of “dirty”
transactions”.

The EAG Deputy Chairman
summed up the first round of
mutual evaluations carried out
by the Group, noting both the
successes and shortcomings of
AML/CFT systems of the Eurasian
region.

LIU Zheng Ming — EAG Depu-
ty Chairman:

“We can include the legal regu-
lations, including measures to
criminalize ML, international co-
operation, as well as the work of
the FIUs and law enforcement
agencies among the strengths of
the countries of this region. But
there are areas of concern such
as reqgulation of the financial sec-
tor on the issue of adequate veri-
fication of clients, internal control
and money transfers. The region
has an acute problem with the
lack of transparency found in le-
gal entities. The countries have
already corrected many short-
comings, but there is still consid-
erable work to be done in order to
improve our systems”.

eavluation by the FATF - MONEYVAL
- EAG rated the Federal Service for
Financial Monitoring as fully compli-

ant with the international standards.

The necessity of methodical
preparation of the private sector
for the adoption of the new FATF
standards was particularly noted
by the representatives of the
compliance industry.

Denis Novikov — head of the
Banking operations monitoring
Department of the VTB Bank:

“Since next year the risk-based
approach will become an essential
part of the international standards
and will be obligatory for Russian
credit organizations. It will be nec-
essary to examine existing experi-
ence in this sphere and build the
optimal model of the risk-based
approach. Proper FATF and Wolfs-
berg Group Recommendations
should be taken as a basis of this
model. In addition, it seems appro-
priate to focus on the best practices
of the largest banks, whose experi-
ence can also be a foundation for
building an optimal model of risk-
based approach for credit institu-
tions of the Russian Federation”.

Successes achieved by Rosfinmon-
itoring are a contribution to the devel-
opment of international cooperation in
the Eurasian region.

Special attention of the participants
of the conference was paid to the
necessity of strict compliance
with the international standards
while reforming national AML/CFT
systems.

|
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Pavel Livadniy, Co-chair of
the EAG Working Group on
Mutual Evaluations and Legal
Issues:

“The strategic objective of the
enhancement of the anti money
laundering and financing of ter-
rorism system is not liberaliza-
tion, or conversely, the pass-
ing of tougher laws, but rather
developing an advanced, fully
compliant  with international
standards, system of counter-
action to legalization (launder-
ing) of proceeds from crime and
the financing of terrorism. In the
next few years, our work will
focus on implementing and im-
proving the national AML/CFT
systems’ compliance with the
new FATF Recommendations”.
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MENAFATF: new EAG partner in strengthening the global AML/CFT system

o
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The MENAFATF was founded as
an FSRB in 2004. 14 countries are
members of the MENAFATF. Like
the EAG, the Group has obtained
associated member status in the
FATF. The Secretariat’s headquarter
is in the Kingdom of Bahrain, which
has supported the organization’s
activities until 2009. Since 2009, the
MENAFATF operates on the basis of
financing by all member states.

Two working groups on mutual eval-
uations, as well as on typologies and
technical assistance, operate within
the MENAFATF. The MENAFATF
Plenary meeting is held twice a year.
The President and the Vice President
of the Group are elected for a term
of one year. The Group is currently
chaired by Saudi Arabia.

Close cooperation with the FATF is
one of the main principles of work of the
MENAFATF. So in February of 2010, a
joint Plenary meeting of the two organi-
zations was held in Abu Dhabi (UAE).
On an ongoing basis, the MEANFATF
takes part in the Plenary meetings of
the Egmont Group.

A key activity of the MENAFATF is
carrying out mutual evaluations. The
Group organizes not just regular train-

ing workshops for evaluators, but also
training seminars for member states
to prepare them to undergo mutual
evaluations. The MENAFATF, just as
the EAG, has completed its first round
of mutual evaluations and has started
preparations for events designed to
explain the revised FATF Recommen-
dations.

Identification of ML/FT threats and
risks in the region and search for the
solutions to minimize them is also an
important focus of the Group. In ad-

of monetary funds as areas of further
work. The report also points to such
common methods of financing of ter-
rorism, as informal collection of funds,
cash couriers, informal money trans-
fers.

In 2011, the MENAFATF started re-
search on the topic of illicit traffick-
ing in narcotics and psychotropic
substances. This problem is common
for the EAG and for the MENAFATF,
because both — the Middle East and
Eurasian regions are concerned

MENAFATF member states
Algeria 'l Qatar = UAE
" 3 Bahrain E= Kuwait Oman
—— Egypt Lebanon Saudi Arabia
B Jordan Libya Syria
Iraq Mauritania E= Sudan
I Yemen I Morocco Tunisia

dition to case studies, in 2010, the
MENAFATF completed a typologies
research to identify trends and indica-
tors of ML and FT in the Middle East
and North Africa. Taking into account
the results of the research, the MENA-
FATF has identified issues of verifica-
tion of clients, identification of benefi-
cial owners, cross-border movement

by the dangers of the illegal flow of
drugs from Afghanistan.

The MENAFATF has created guide-
lines for the various institutions in-
volved in the AML/CFT sphere, ac-
cording to which the Group holds a
series of training workshops. Also
great importance is attached to the dia-
logue with the university circles and the

private sector.

In 2010, for the first time the MENA-
FATF organized the Forum for heads
of financial intelligence units of the
region. The task of the Forum was the
development of cooperation between
the FIUs and the member states of
the Group. The Forum considered
such issues as preparation of the
MENAFATF member states to join the
Egmont Group, measures of physical
and electronic security of information.

On November 26-30, 2011, the
MENAFATF 14th Plenary meeting was
held in Algiers (Algeria), where for the
first time the Eurasian Group took part
as an observer.

In order to share experiences and
best practices, the presentation on
the structure and main activities of
the EAG, research developments,
mutual evaluations and communi-
cations policy was presented to the
attention of the MENAFATF Plenary
meeting.

The groups discussed issues of the
mutual participation of member states
in seminars for evaluators, as well as
the prospects for joint typologies re-
search on the problems associated
with using cash couriers for ML/FT.

Launching of joint projects by the
two organizations will promote the
exchange of experiences and best
practices, helping to strengthen the
global AML/CFT system.

Training in the AML/CFT sphere: student conference at the ITMCFM for future

employees of financial itelligence units

Preparation of young profession-
als at specialized institutions of
higher education is of strategic im-
portance in the formation of human
resources potential for the national
AML/CFT systems, including the fi-
nancial intelligence unit.

One of the first such estabilishments
in EAG countries is Russia’s Institute
of Financial and Economic Security
(IFES), based in one of Russia's lead-
ing universities, opened in 2006. The
Institute focuses on training special-
ists in the field of “integrated informa-
tion security of automated systems”,
as well as other areas of interest of the
Russian AML/CFT system.

In 2009, with the technical support
in the framework of the EAG the IFES
started preparing students for na-
tional AML/CFT systems of the Eur-
asian region. Currently, 30 students
from Belarus, Kazakhstan, Kyrgyz-
stan, Moldova, Tajikistan, Armenia
and Ukraine are enrolled in this higher
education program, which includes
mathematical disciplines, together with
linguistic and legal training, econom-
ics and analytics. Staff with practical
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experience in the field of AML/CFT
are training students at the Financial
Monitoring Faculty. The first students
will graduate in the spring of 2012.
The curator of the program is the In-

ternational Training and Methodol-
ogy Centre for Financial Monitoring
(ITMCFM). One of the main objectives

of the work of the Centre is the creation
of multi-level training in the AML/CFT
sphere. The preparation of students
in base subjects is followed by educa-
tional programs designed for profes-

sional financial intelligence units, law
enforcement and supervisory authori-
ties of EAG member states.
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On November 9, 2011, the ITMCFM
organaized a conference, which al-
lowed the students to meet with the
leading experts of the Eurasian group.
Future financial intelligence employees
were presented with information about
the Centre’s activities and also partici-
pated in roundtable discussions on the
results of scientific research conducted
by the ITMCFM. The representatives of
the banking sector as well as financial
intelligence officials from Russia, Be-
larus and Kazakhstan also participated
in the discussions through the use of
videoconferencing.

The Chairman of the Committee for
Financial Monitoring of the Ministry of
Finance of Kazakhstan, M. Utebayev
greeted the students with a welcoming
speech in which he stressed the impor-
tance of the Russian Federation in the
process of training personnel for the
national AML/CFT systems.

In 2012 it is planned to continue at-
tracting students from countries of
the Eurasian Group undergoing such
training to activities in the AML/CFT
sphere, which will help to develop their
organizational and professional skills.




