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FIRST MUTUAL EVALUATION OF KYRGYZSTAN

Third follow-up report 

on the implementation of recommendation of the EAG mutual evaluation

I. INTRODUCTION

1. The purpose of this document is to present to the EAG Plenary meeting the third progress report of Kyrgyzstan, which describes the measures taken by Kyrgyzstan to correct the deficiencies, revealed in the course of the mutual evaluation. The first mutual evaluation report of Kyrgyzstan was adopted by the EAG Plenary meeting in June 2007. The Plenary meeting heard the first and the second progress report of Kyrgyzstan in December 2007 and in July 2008 and requested Kyrgyzstan to present a third report by December 2008. 

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

	Partially complaint (PC)
	Non-compliant (NC)

	R.1 (ML offence)

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

R.11 (Unusual transactions)

R.13 (Suspicious transaction reporting)

R.15 (Internal controls, compliance & audit)

R.17 (Sanctions)

R.21 (Special attention for higher risk countries)

R.23 (Regulation, supervision and monitoring)

R.25 (Guidelines & Feedback)

R.27 (Law enforcement authorities)

R.29 (Supervisors)

R.33 (Legal persons – beneficial owners)

R.35 (Conventions)

R.38 (MLA on confiscation and freezing)

R.39 (Extradition)

SR.V (International co-operation)

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

R.6 (Politically exposed persons)

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

R.12 (DNFBP – R.5, 6, 8-11)

R.16 (DNFBP– R.13-15 и 21)

R.22 (Foreign branches & subsidiaries)

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

R.30 (Resources, integrity and training)

R.32 (Statistics)

SR.I (Implement UN instruments)

SR.II (Criminalise TF)

SR.III  (Freeze and confiscate terrorist assets)

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

SR.VII (Wire transfer rules)

SR.VIII (Non-profit organisations)


3. The first step in the procedures is a report presented by Kyrgyzstan to the Plenary meeting on the measures, that have been taken in relation to the Recommendations rated “partially compliant” and “non-compliant”. The first progress report noted, that by the decision of the President of the Kyrgyz Republic dated September 4, 2007 No. 178 RP in order to implement the FATF Recommendations in Kyrgyzstan a Working group was created under the Security Council and was tasked to submit its proposals within a 3-month timeframe to the President’s Administration. On the basis of this Presidential Decision a Plan was approved on November 27, 2007 - “The action plan on the implementation of the FATF 40+9 Recommendations in the Kyrgyz Republic”. The first progress report also has noted that a range of shortcomings identified in relation to the non-banking sector subject to supervision by the Financial Supervisory Commission has been corrected after the FSC adopted a range of acts on AML/CFT on internal control, identification of clients, etc. The analysis of compliance of these acts with the FATF Recommendations was presented to the 7th EAG Plenary meeting.

4. During the 8th EAG Plenary a second follow up report of Kyrgyzstan was heard. The Plenary took into account significant steps that were achieved by Kyrgyzstan. These steps were addressed to amend the deficiencies in the legislative recommendations. The Kyrgyz representatives also informed the Plenary that these amendments passed the first reading in the parliament. These amendments were introduced into the Penal code, the Custom code, the Civil code and other legislation in the main financial sectors.

II. OVERVIEW OF PROGRESS OF KYRGYZSTAN SINCE JULY 2008

5. The most important step of Kyrgyzstan since July 2008 has been the adoption in the second reading, signing by the President of the Kyrgyz Republic and coming into force of the law, which introduces amendments into a range of legislative acts for the purpose of bringing the national system in conformity with the international standards (this draft has been in parliament since 2006). The draft law is aimed at the implementation of the following FATF Recommendations: 

· Recommendation 1: amendments into the Article 183 (ML offence) to bring it in conformity with the international conventions;

· Special Recommendation II: criminalization of the financing of terrorism (Criminal Code, Article 226-1);

· Recommendation 3: amendments to the Criminal Code for the purpose of introducing confiscation on the ML offence;

· Special Recommendation III: introduction of liability for the breach of AML/CFT legislation aimed at the implementation of SR.III.

· Recommendation 27: powers of competent authorities to investigate TF;

· Recommendation 17: introduction of liability for financial institutions for the non-compliance with AML/CFT requirements;

· Special Recommendation I: criminalization of TF in conformity with the international instruments of the UN;

· Recommendation 39: MLA extradition requests on criminal cases involving TF (Article 52, “On combating terrorism” Law).

6. Kyrgyzstan has also amended a number of legislative acts in relation with financial FATF recommendations. These amendments provide for the following changes:

·  Recommendation 4: amendments to the Tax Code, “On Insurance Organization in Kyrgyz Republic” Law, Securities Law, Bank Secrecy Law to comply with the FATF requirements to provide the competent authorities with access to the information of covered entities;

· Recommendation 5: amendments to the record keeping requirements for the foreign currency exchange operations in cash;

· Recommendation 7: amendments to the procedure of establishing relations with correspondent banks; 

· Recommendation 11: credit organizations compliance with Recommendation 11 with regard to special attention to the transactions that seem to have no obvious economic reasons;

· Recommendation 14: amendments to the Civil Code to relieve financial organizations from liability for disclosure of confidential information to the competent authorities;

· Recommendation 15: amendments to the regulations on compliance and internal controls in banks;

· Recommendation 16: amendments to the Law “On state registration of real estate and relevant deals” with regard to disclosure of information on real estate deals to the competent authority;

· Recommendation 17: amendments to the National Bank decree “On preventive measures and sanctions” in relation to microfinance organizations.

7. The FIS has drafted and agreed with relevant agencies a set of amendments into the basic AML/CFT law in order to bring it in line with the requirements of R.5 (in relation to the identification of beneficial owners), R.6 (to cover PEPs), 12, 16 and 24 (to include the categories of DNFBPs that were not covered). 

8. Other measures taken by Kyrgyzstan are reflected in the first and the second progress report of Kyrgyzstan to the EAG Plenary meeting.  

III. CONCLUSION

9. In the period since July 2008 Kyrgyzstan’s main progress relates to the legal and financial Recommendations, which has been accomplished through the adoption of a range of laws. It should be stated in this context that Kyrgyzstan has made significant progress in two of three groups of FATF Recommendations (but not all criteria of them were met): 

· Legal Recommendations (a number of laws aimed at bringing of Kyrgyz legislation into conformity with international standards have been adopted and signed);

· Financial Recommendations (in 2007 the FSC has made amendments to relevant laws with the purpose of improvement of financial and non-financial sectors requirements, in 2008 additional amendments were made to National bank decrees); 

10. Due to these circumstances it is proposed to take Kyrgyzstan off the enhanced follow-up procedure and request Kyrgyzstan to present a progress report at the 11th EAG Plenary meeting in 1 year.   
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