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LIST OF ACRONYMS USED

AML/CFT Anti-money laundering and combating the financihgeororism

C Compliant

CcC Criminal Code

CETS Council of Europe Treaty Series

CPC Code of Criminal Procedure

CDD Customer Due Diligence

DNFBPs Designated non-financial businesses and professions

FATF Financial Action Task Force

FT Financing of terrorism

FIU Financial Intelligence Unit (the UPB)

IMF International Monetary Fund

INAF Andorran National Institute of Finance

LC Largely compliant

LCPI Anti-money laundering Act (Act on international rainal co-operation against
money laundering and the proceeds of internatioriale)

RLCPI Regulation on the implementation of the LCPI

(or LCPI

regulation)

MOU Memorandum of understanding

ML Money laundering

MLA Mutual legal assistance

NA Not applicable

NC Non-compliant

PC Partially compliant

PEP Politically exposed persons

STR Suspicious transaction report

UPB Unit for the prevention of money laundering of An@o(the FIU)
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SUMMARY

General information

This report summarises the principal AML/CFT measuhat were in place in Andorra at the time of
the 4th on-site evaluation visit (20 to 26 MarchLPDor immediately thereafter. It describes and
analyses these measures and makes recommendatidm®woto strengthen certain aspects of the
system. The MONEYVAL 4th round of assessments fsllaw-up round, in which core and key
FATF Recommendations have been re-assessed, aswtibse for which Andorra received non-
compliant (NC) or partially compliant (PC) ratinigsthe 3rd round report. This report is therefooé n

a full assessment of implementation of the 40+9 F/ARecommendations, but is intended to update
readers on major issues in Andorra's AML/CFT system

Key findings

This is the 4th mutual evaluation report on AnddryaMONEYVAL. Since the last assessment
the Andorran Government has adopted an AML/CFToagtilan (in 2007), which resulted in a
series of tangible measures as from 2008. Amongrthi@ new developments mention can be
made in particular of: (1) amendment of the AML/CIEgislation and regulations (in particular
the Act on international criminal co-operation ahé fight against the laundering of money or
securities deriving from international delinqueneyhe LCPI - and its implementing regulation -
the RLCPI), resulting in undeniable improvementsthie AML/CFT preventive system; (2)
changes to criminal law concerning the offencedaoihdering and terrorism financing; (3)
adoption of new legislation governing the Andorrfamancial system; (4) adoption of new
legislation governing legal persons and foundatiof§ an active commitment at the
international level through the ratification of tredevant international conventions in AML/CFT
matters and of bilateral agreements on the exchahtgx information; (6) reinforced tasks and
responsibilities for the Andorran FIU so as to adigkte its pivotal role within the Andorran
AML/CFT system; (7) the establishment of a StandGwmmittee on Money Laundering and
Terrorism Financing.

The changes made to Andorra's legislation and a¢ignk, and more generally the AML/CFT
system, are largely based on the provisions ofdbue 2005/60/EC on the prevention of the use
of the financial system for the purpose of moneyntiering and terrorist financing and seek to
implement the recommendations made in the previewaluation round and to improve
implementation of the FATF Requirements.

The authorities, with whom the issue was raisedsicter that the AML/CFT risks identified, on
the basis of an analysis of the results of judigedceedings, primarily concern use of the
financial system to launder the proceeds of offermmrpetrated abroad and that the risk arising
from domestic crime is low. The most frequent prcate offence of laundering is still drug
trafficking, followed by fraud and corruption. Tkerrorist financing risk is considered to be low,
although the authorities are aware of the exposuisng from the geographical location of
Andorra and the proximity of regional terrorist neowents, combined with the potential
attractiveness of the Andorran financial servicesti®. A global, in-depth analysis of money
laundering and terrorism financing risks at natidegel should be carried out so as to identify
the existing risks and weaknesses and sectorstjadtgat risk and to be in a position to take the
appropriate steps.

The new offences of money laundering and terrofisancing are partially compliant with the

FATF standards. The system permitting the freeziagzure or confiscation of the proceeds of
crime is solidly based in law, with some minor defincies, and the growing number and scale of
confiscations indicates a growing awareness ofittaacial aspects. Despite the increase in the
number of laundering convictions, there are stithe problems of effectiveness, as shown by the
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significant difference between the numbers of pro8ens and convictions. No prosecution has
been brought for terrorism financing.

 To date Andorra has not adopted a full statutogisbbor freezing assets linked to terrorism in
accordance with the United Nations Security Courgsblutions.

« A number of positive developments have been nagdrding the legislative framework and the
action taken by the Andorran FIU, including as rdgaits new terrorism financing role, its
broader responsibilities and the efforts made tontmee active vis-a-vis the private sector.
However, it has insufficient human and technicabreces at its disposal, which seriously affects
the performance of its tasks.

* Overall, the AML/CFT prevention system has beennfoeced, in particular regarding
requirements for: customer due diligence, polibc&xposed persons, correspondent banking
relationships, measures relating to new technolpgyfessional confidentiality, record keeping,
the obligation to report suspicions concerningaesm financing, wire transfers, internal control
and shell banks. The new legislation introducegguhllowing a risk-based approach and
concerning reliance on third parties and businesgtors. Nonetheless, there are still a number
of deficiencies and the implementation of supeovisiof the effective application of the
AML/CFT machinery by financial institutions and dgsated non-financial businesses and
professions (DNFBPSs) raises real concerns, even ganctions have been imposed.

e The international co-operation system and pracjgmar sound and effective, although there are
some deficiencies regarding the exchange of infoomaand co-operation with foreign
supervisory authorities in matters of insurancen{banking entities) and DNFBPs. Andorra is
able to offer a broad range of judicial assistameasures and the authorities' attitude is flexible
and constructive.

Legal system and related institutional measures

1. Although Andorra has modified the money launderaifience (Act No. 15/2008 of 3 October
2008), the new article 409 of the Criminal Codeyophrtly meets the criteria laid down in
international conventions. While the launderingeaffe is fairly broad, it does not cover simply
concealing, disguising, possessing or using crimassets. Although these deficiencies are
relatively insignificant, the fact that the predie@ffences are unduly limited to serious offences
punishable by at least six months’ imprisonmentth{vdertain specific exceptions) means that
laundering the proceeds of certain categories sigdated offences is not in itself an offence,
which has a direct impact on the effectivenesshef $ystem, as does the immunity of self-
laundering, above all in the transfrontier cont&verall, there were 79 laundering prosecutions
between 2006 and 2010, whereas there have only fbes@nconvictions in 10 cases, with two
acquittals. Four cases involved foreign judgmehts were enforced in Andorra, while in six
cases the investigation and prosecution were fediby the Andorran prosecution authorities.

2. Andorra ratified the International Convention fbetSuppression of the Financing of Terrorism
(CFT) on 12 June 2008 and also ratified the nimesentions listed in the annex to the convention.
The terrorism financing offence established by tieev articles 36l6is andter of the Criminal
Code represents a significant progress. Howeversuifers from a number of technical
deficiencies. Firstly, Andorran law introduced aidiional restriction by requiring that terrorist
acts should be intended to subvert the constitatisystem or pose a serious threat to public order
and security by means of intimidation and terrdre Toncept of a terrorist act under Article 2(1)
a) of the United Nations Convention is not as refsie. As a result, the mere fact of financing
(and nothing more) an act constituting an offencdeun one of the treaties appended to the CFT
(Article 2.1 a of the CFT) is not covered. In adutit the definition of terrorist acts in Article 36
of the Criminal Code does not include the notiorintimidating a population, or compelling a
government or an international organisation to dtoabstain from doing any act. The immunity
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of self-financing is also a potential impedimentctwmprehensive and effective efforts to combat
terrorism financing. The combined measures undéles 71 and 366 ter of the Criminal Code
with regard to terrorism have the same effectshase that go hand in hand with the criminal
liability of legal persons in terms of consequeneesl penalties, but cannot be deemed to
represent the formal introduction of this principl8ome investigations have been launched into
suspected terrorism financing as a result of simsc transaction reports or following
international notifications, which shows that theherities are not inactive in this field, but they
did not lead to prosecutions.

The seizure and confiscation system covers a braade of measures. In the event of a
conviction, provision is made for the confiscatiaiall instruments, proceeds, direct or indirect
advantages and the equivalent value of proceedsettr, there is a problem associated with the
confiscation of laundered money in the event of@@cution for autonomous laundering, since
Article 70 of the Criminal Code does not authottise confiscation of the subject matter of the
offence (unlike Article 366ter in connection witbrtorism financing). It is also regrettable that
confiscation of an equivalent value applies tohegithe instruments nor the subject matter of the
offence, which could have negative repercussionthereffectiveness of the confiscation system.
The FIU has successfully used its powers to ond&zing on numerous occasions. Since 2008 the
competent authorities have carried out fairly digant seizures/confiscations in laundering cases,
although this should be tempered by the fact thdbur cases out of nine this concerned the
execution of foreign confiscation decisions.

Andorra has not set up a specific system and puwesdallowing the freezing of the funds or
other assets of terrorists, those who finance fismoand terrorist organisations targeted by the
Sanctions Committee under S/IRES/1267(1999) or gratuthorities (S/RES/1373(2001)). There
are no regulations on the immediate and automagiezing of such suspected funds, at the
initiative of those holding them, or appropriateracistrative preventive measures. The procedure
applied in the country is essentially based orctirainal system, starting with temporary freezing
by the FIU, followed by the intervention of the pecution authorities or the investigating judge,
which can only result in either the discontinuatadrproceedings for lack of evidence or, ideally,
a criminal prosecution (which is unlikely). Yet,cacding to the resolutions, suspected assets
should remain frozen until there has been a “degistdecision. There are still no effective
publicly-known procedures for examining requestsdelisting by the persons concerned or for
authorising access to funds or assets that have foeeen so as to meet basic expenses or pay
certain types of fees, expenses or service chaiiges.effectiveness of guidance to financial
institutions and other persons or entities that feyholding funds or other assets has not been
established.

Following the passing of the LCPI, the respondibsi of the Financial Intelligence Unit, now the
FIU (formerly the UPB), were redefined in the lightt the new provisions of the LCPI and its
implementing regulation. The FIU is an “independbotly whose aim is to promote and co-
ordinate measures for the prevention of money latind and terrorism” and whose budget is
funded by the State. The 15 examination, decisiaking and proposal functions which are
clearly assigned to the FIU include “collectingtlgaing and analysing reports from parties under
obligation, as well as all written and verbal conmications received, to evaluate the facts”. The
FIU is now authorised to issue technical commursgtléat are mandatory, recommendations
enabling the parties under obligation to bettdiilftileir obligations and the necessary information
about the procedures to be followed when makingspisious transaction report. Improvements
have also been noted in the contents of the FitHsia reports, which now include more detailed
information on activities, statistics, typologieadatrends. The report sets out a number of
reservations concerning the activities of the FitJparticular its work to analyse suspicious
transaction reports and the methodology applied, raises the need for the FIU to increase its
guidance role and to undertake awareness-raisiigti&s in respect of parties under obligation,
in particular regarding the reporting requiremditite need to review the entire status of the FIU is
also reiterated, in particular as regards certapeets of its administrative autonomy, notably the
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arrangements for the appointment and dismissal bé tFIU Director and the
appointment/secondment of its staff. A positivadfivg is that, on average, a majority of the cases
opened by the FIU result in notification to the lamforcement agencies and are accompanied by
preparatory or investigation measures, which igep orward compared with the situation at the
time of the 3rd round evaluation.

Despite the 3rd round recommendations, the Pritigipaf Andorra has still not put in place any
measures to detect the physical cross-border toatasipn of currency in connection with money
laundering or terrorism financing, as required pe@al Recommendation IX. This raises real
concerns regarding the ability of the authoritizslétect and prevent the unlawful physical cross-
border transportation of currency and bearer nafgiinstruments, and their ability to co-operate
at an international level with their foreign coumigrts. The customs authorities' involvement in
AML/CFT matters is consequently still very limited.

Preventive Measures - Financial Institutions

10.

11.

The principal sources of AML/CFT obligations are #hct on international criminal co-operation
and the fight against the laundering of money (DGR®I111 December 2008 and the Regulations
for the LCPI of 13 May 2009. These two pieces dafidlation, which reformed the previous
legislation in a number of respects, were the sulé amendments that entered into force after
the on-site visit, more precisely on 25 May 201d tie RLCPI and 18 June 2011 for the LEPI.
The other additional legislation mostly correspotmsechnical communiqués from the FIU, the
issuance of which is expressly permitted by the L&Rhe RLCPI and which are binding.

The amendments to the LCPI and the RLCPI and thefichtions given by the technical
communiqués have made it possible to remedy a nuwfbshortcomings identified in the 3rd
round evaluation report. This applies to the ex@npirom professional confidentiality in cases
of terrorism financing, to a number of customer dilggence measures (in particular regarding
the obligation to adopt ongoing due diligence drrisk-based approach to classification), to the
issue of politically exposed persons, to cross-bordorresponding banking relationships, to
reliance on third parties carrying out due diligenmeasures, to the obligation to pay particular
attention to transactions with high-risk countri@sapplication to branches and subsidiaries, &o th
requirement that financial institutions must notegnnto or pursue relations with shell banks and
to the obligations relating to wire transfers.

The LCPI and the RLCPI have now introduced a ria&dal approach regarding the application of
customer due diligence measures. There is a real tee conduct a global study of the money
laundering and terrorist financing risks specificAndorra so as to ensure that the risk-based
approach adopted is truly consistent with the ridkstified.

Anonymous accounts and passbooks are prohibitegkeTis no express prohibition on keeping
accounts in fictitious names, although the LCPIlursgnents should guarantee that financial
institutions do not keep such accounts.

The customer due diligence requirements incumbemiralorran financial institutions have been
significantly supplemented and reinforced by thd’L@nd its implementing regulation, and many
of them have also been based on EU Directive 200B(. However, the simplified due diligence
measures go well beyond those envisaged by the RATHES. The following obligations were

! In accordance with the procedural and methodotdgiges, the evaluation team took into accountléves,
regulations and other AML/CFT measures that wefferice and effective at the time of the visit todanra and
the period immediately following it (not more th&mo months), which solely covered the provisionstlod
RLCPI. The information on amendments to the LCPteagsed in June 2011 was mentioned in the repatrt b
could not be taken into account in the ratings.
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introduced or defined more clearly by the amendmardde to the RLCPI after the visit and were
too recent to be considered fully effective:

- the regulations concerning the use of numbereduatsp

- the regulations requiring financial institutions d@pply due diligence measures to customers
regardless of any exceptions or thresholds whemeetis a suspicion of money laundering or
terrorist financing or where there are doubts alibat veracity or adequacy of previously
obtained customer identification data;

- the regulations requiring financial institutions ébtain corroboration of the information
obtained (notably concerning the business actifityn reliable, independent sources;

- the broadening of the identification measures mhedifor by the law and regulations to
customers who are trusts or legal arrangements;

- the requirement to obtain information concerning tlames of senior management (for legal
persons) or administrators (for trusts) and theipions governing their powers to commit the
legal person or legal arrangement.

12. The definition of a beneficial owner is incompleted should in particular cover natural persons
who constitute the brains behind a legal persontlaadettlor and beneficiaries of a trust.

13. The LCPI and the RLCPI now contain specific olfigas relating to politically exposed persons.
The LCPI defines politically exposed persons aslitiduals who carry out or have carried out
prominent public functions, as well as their imnaeifamily members and persons known to be
close associates", and its provisions are suppletedny the RLCPI definitions of the terms
"prominent public functions”, "immediate family mbers" and "persons known to be close
associates". The due diligence measures relatipglttically exposed persons say nothing about
their possible application to beneficial ownérs.

14. The LCPI introduces specific measures implementivegy requirements of R.7, but with some
technical deficiencies regarding financial instdos' obligations to ascertain that the AML/CFT
controls implemented by the respondent financislitution are adequate and effective and that
the respondent institution is able to provide ratdvwcustomer identification data on request. To
date, no Andorran financial institution has theeraf banking correspondent for a foreign
institution.

15. The risk of money laundering through the use of testanology is still insufficiently monitored.

16. The LCPI introduces new rules concerning relianpetltrd parties and business generators,
which are largely compliant with the requirementdk®. However, they should be reviewed so
that delegation of transactions monitoring to adtparty is not authorised and to ensure that
financial institutions are required to obtain imnaely the necessary information concerning
elements of the customer due diligence process.

17. The secrecy laws applicable to financial institnsi@o not seem to inhibit implementation of the
FATF Recommendations.

18. The new provisions on retention of documents armadrmmation fully cover the requirements of
Recommendation 10. However, the authorities shdnfiddduce measures to ensure, through
targeted controls, that parties under obligatian effectively complying with the obligations to
retain and update documents and information.

2 See the amendments to Act 4/2011 (Article 49 quiats.
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19.

20.

21.

22.

23.

24.

25.

The Andorran legislation has clarified financiastitutions' obligations regarding the monitoring
of transactions and business relationships withllpgrsons and financial institutions in countries
which do not or insufficiently apply the FATF Recomndations. This could be reinforced
through instructions to parties under obligatioma@ning the detection of unusual or suspect
transactions, which seems to be based almost lgntire the software used by financial
intermediaries. In addition, for numbered accoutitg, information and documents relating to
these accounts were retained by financial instihgiin hard copy form or in another database
with restricted access for security reasons. Téaisic principle make it more difficult to perform a
full analysis of transactions carried out on theseounts and to compare them with other
transactions so as to detect those that are su§petlarly, there is a need to clarify the critetd

be used in identifying countries necessitating riavimg of business relationships.

The amendments made to the reporting requiremsrdppared with the previous requirement,
have not extended the scope of suspicious transacteporting to the proceeds of crime. In this
connection, it should be recalled that the offesicenoney laundering is not fully compliant with
the requirements of Recommendation 1 and SpeciabReendation I, which has implications
in terms of compliance with the requirements of d&emendation 13 and Special
Recommendation IV. In addition, there are still emainties as to whether all situations of
attempted transactions would be covered. In tevheffectiveness of the suspicious transaction
reporting system, the statistics provided show wariward tendency in the number of reports
received over the last three years, while the nuritbany case generally remains at a low level.
Insurance companies, portfolio management compamedNFBPs contribute little or not at all.
Regarding the financing of terrorism, the partiesler obligation seem in practice to have
construed the obligation solely as requiring thmoréng of transactions by listed persons, whereas
the effectiveness of monitoring of listed persanaot guaranteed. Additional measures should be
taken to ensure that all parties under obligatidegaiately comprehend the reporting requirement
and implement it in an effective manner.

The provisions of the LCPI are such as to proteetprofessions concerned from any criminal or
civil liability for breach of a confidentiality ragrement and include a prohibition on warning
those concerned that a STR or information relatimmghem is being reported. Deficiencies were
nonetheless noted in practice, undermining thegffeness of these provisions' implementation.

Andorra should give consideration to the feasipiind utility of a system whereby financial
institutions would report all cash transactions\aba certain amount.

Andorra also amended the rules on internal coamdlforeign branches. Additional efforts should
be made to ensure that financial institutions éistabappropriate internal procedures and
implement the obligations introduced in the lediskain respect of the requirements of R.15, in
particular concerning procedures for hiring staffl durther training. To supplement the existing
arrangements, the Andorran authorities should iaskéial institutions to pay particular attention
to their branches and subsidiaries located in ecmathat do not or insufficiently apply the FATF
Recommendations. In its capacity as AML/CFT supsemyi authority, the FIU should also adopt a
proactive policy so as to establish direct co-op@naand the exchange of information with the
AML/CFT supervisory authorities in countries whépedorran financial institutions' branches and
subsidiaries are located.

With regard to shell banks the legal provisionsligpple are such that the requirements of FATF
R.18 are fully observed.

The report notes with great concern the developsnentespect of supervision of the effective
application of the AML/CFT machinery. Andorra's ®ra of supervision continues to suffer from
a number of deficiencies already raised in the iptesvevaluation round, although some progress
has been made in the standard-setting field. Th&tennspections carried out by the FIU in 2008
cover a high proportion of subjected entities ia fimancial sector. However, not a single on-site
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26.

27.

28.

inspection has taken place since the AML/CFT lavg awmended, i.e. 2009 and 2010, and during
that period, supervision was exerted exclusivelyrtaans of consultation of external audit results
carried out in respect of subjected entities, a8l a® through meetings organised with the
financial institutions’ compliance officers to diss issues raised in those audit reports.

As a consequence, important issues remain to bk déh both from a general standpoint
(inadequate supervision of insurance companiesigor post offices offering banking and
financial services without due authorisation) armht an operational standpoint (supervision is
exercised virtually exclusively through relianceextternal audit reports and meetings), in respect
of which the Andorran authorities should amendekisting legislation and supervision policies
and methodologies. Although the FIU has the necggsawers to control financial institutions,
including through on-site inspections, and to imm@t sanctions, for lack of sufficient,
appropriate resources assigned for this purpossethewers have not been fully utilised. It is
essential that Andorra take all the necessary stepsisure the effectiveness of the supervision
measures and that sanctions for breaches of the/@NIL requirements are effectively applied
throughout the financial sector.

The range of sanctions applicable in AML/CFT mattshould also be reviewed to ensure that
they are proportionate to the seriousness of the la&ing sanctioned and include the power of
oversight authorities to withdraw, restrict or seisgh the prior authorisation (or licence) held by a
financial institution.

In Andorra there are no parties under obligatiomsehmain or sole activity consists in providing
a funds transfer service, but this function carpbdgormed by banks as an ancillary activity to
banking services. This type of service is propdsgthe Spanish and French post offices, which
are active in Andorra without having been licensedegistered by the Andorran authorities and
which are subject to no form of prudential supeovisapart from that exercised by their country
of origin. No competent authority has been desmphand no specific structure for licensing or
registering money or value transfer operators gxastpresent. The Andorran authorities should
review these aspects, as already recommended, & settle the issue of the offer of funds
transfer services by foreign post offices withoay dorm of authorisation, which was already
raised in the previous evaluation round.

Preventive measures: Designhated non financial bussses and professions (DNFBPs)

29.

30.

The AML/CFT legislation expressly applies to alls@gated non financial businesses and
professions listed in the FATF Methodology Glossayart from dealers in precious metals and
dealers in precious stones when they carry outrss#iction for which payment is made in cash,
for an amount equal to or exceeding the applicéfaleshold. The AML/CFT legislation also
explicitly mentions as reporting entities thosehatised to deal in objects relating to the cultural
heritage or of cultural value or to act as interiagés in this field.

The measures to combat money laundering and temdnhancing laid down in the LCPI apply to
the non-financial businesses and professions spedaif article 45 of that law, who in the exercise
of their profession or business activity undertadamtrol or advise on transactions involving funds
movements which could be used for money laundevmterrorism financing. In particular this
covers:

a) professional external accountants, tax adviserditas, economists and business agents
(gestories)

b) notaries, lawyers and members of other indepentigdl professions when they are
involved in the planning or execution of transattioon behalf of their clients in the
framework of the following activities:

- buying and selling real property or business @it
- the handling of the money, deeds, or other as$ét®ip clients

10
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31.

32.

33.

34.

35.

36.

37.

- the opening or management of bank accounts, saswsints or securities accounts
- the organisation of the contributions necessary fiog creation, operation or
management of companies
- creation, operation or management of companiesyaioal fiduciary arrangements
(fideicomiso} or similar structures; or when acting for theiistomers in financial or
real estate transactions;
c) sellers of high value goods, such as precious stand metals, when payment is made in
cash, for an amount equal to or exceeding € 36, @@@he equivalent in any other currency
d) suppliers of services to companies or contractidaicfary arrangements not referred to in
any other paragraph of this article
e) gaming establishments
f) real estate agents carrying out activities reladatie purchase and sale of property.

Members of the professions referred to in paragraphand b) are not bound by the obligations
laid down in the LCPI with regard to informatiorethreceive or obtain from one of their clients
in the course of ascertaining the legal positiothef client or performing their task of defending
or representing that client in or concerning jualigroceedings, including advice on instituting or
avoiding proceedings, whether such informationeiseived or obtained before, during or after
such proceedings. These exemptions from the oldigmtregarding identification of customers
and verification of their identity are not providéar in the FATF Recommendations and go
beyond what is required (i.e. where they prepareaory out the activities explicitly provided for
under criterion 12.1.d).

Lastly, the Andorran authorities have envisagedothesibility of applying Recommendations 5, 6,

8-11, 13-15, 17 and 21 to other non-financial besses and the Andorran list of DNFBPs is
accordingly broader than that of the FATF. UndertiCPI sellers of high value goods are subject
to AML/CFT requirements, drawing on article 2.1oéDirective 2005/60/EC.

Sellers of high value goods are subject to the ILGligations regarding identification of

customers and verification of their identity soletyhen they carry out transactions with their
customers for an amount equal to or exceeding €080 which is significantly higher than the
amount stipulated by the FATF in its recommendati@15 000).

The LCPI also applies to all natural or legal pasahose business activities may channel or
facilitate a money laundering operation or termorfgnancing.

No study or assessment to evaluate the risk ofdeniimg linked to each profession covered by
R.12 has been performed in Andorra. The authorfies professionals themselves) consider that
these activities involve a very low risk. The oggme of chance not banned in Andorra is bingo,
which is covered by a law of 1996 whereby governnarhorisation is required for opening a
bingo hall. In view of the value of the winningketrisk of money laundering can be regarded as
low in this sector.

DNFBPs are not required to implement specific dilgehce measures concerning customers
who are politically exposed persons, the use of teslknologies and the risks associated with
relationships which do not require the customedngsital presence.

Moreover, as regards the legal framework applicedlBNFBPs, concerning the implementation
of obligations under Recommendations 5, 9 to 111ahdvhich are applicable to DNFBPs in the
circumstances covered in R.12, and Recommendafidnsl5, 21 and 17 in the context of

% Act 4/2011 on amendments to the LCPI, which entténéo force on 23 June 2011, amended article 4hef
LCPI by lowering to 15,000 Euros the threshold @fnsactions for which dealers in precious goods are
subjected to the LCPI.

11
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38.

39.

suspicious transaction reporting (R.16), the deficies set out above in respect of financial
institutions also apply in the case of DNFBPs.

The authority responsible for monitoring compliamaéh AML/CFT requirements by DNFBPs in
Andorra is the FIU. In this connection, as mentiadove, it must be underlined that, although
the FIU has a fairly broad range of powers and tions in this area, it still does not have
sufficient resources to perform its role, espegiadiking into account the extent of its tasks
compared with the number of staff.

In 2009 and 2010 there were no inspections of DNF&Red at verifying the proper application
of the due diligence measures in AML/CFT mattersvds also noted that, in practice, certain
DNFBPs did not full comply with their obligationggarding identification of customers and
verification of their identity, that the commitmeand level of interest of DNFBPs regarding
money laundering and terrorism financing issuesilsvery low and that they make a very small
contribution in terms of suspicious transactionorépg. On account of this finding, together with
the deficiencies in the exercise of regular supéwwi by the Andorran authorities, it cannot be
concluded that the due diligence requirements iegas Andorran DNFBPs are fully effective.

Legal persons and arrangements and non-profit orgaisations

40.

41.

42.

The legal and regulatory framework applicable galegpersons in Andorra has been considerably
amended since the previous evaluation. Althoughgness has been noted in terms of
improvements to the system of registration of lggabkons, a number of problems subsist such as
the issue of name-lenders or the non-conversidieafer shares following the expiry of the time-
limit laid down in the legislation. The system aingtions does not seem sufficiently dissuasive to
guarantee the effective implementation of the lemad regulatory requirements, including as
regards the updating of information recorded in@loenpanies Register. It should be ensured that
the competent authorities can obtain informatiortt@nbeneficial ownership and control of legal
persons in a timely fashion by introducing obliga8 so that updated information is reported
without delay and duly registered and dissuasivectgans become applicable and are applied
where appropriate.

Although, in view of the particularities of NPOsespting in Andorra, the risk of misuse of this

sector for terrorism financing can be regardedoas this analysis is not based on an objective
assessment of the situation. There have been mgebsan the regulation, operation or supervision
of associations since the 3rd round evaluationthattime of the previous evaluation, although
they existed in Andorra, foundations were not ratpd. The situation has changed following the
adoption of the Foundations Act No. 11/2008hich governs various aspects of their functioning

This law applies to Andorran private foundationsickihare registered in Andorra and to public
foundations. The LCPI also specified that assamiati foundations and other non-profit

organisations are required to retain for five ye#es identification data concerning persons to
whom funds are paid and the documents mentionsddtion 28 of the Associations Act (register
of members, book of minutes, inventory of assetd aocounting registers relating to their

activities).

A formal risk assessment study should be carriedimyparticular in view of the relatively relaxed
regime applicable to associations and the limitegrgight exercised regarding them. No
awareness-raising measures have been taken ircredp¢POs regarding the risks of their being
misused for terrorist purposes and the protectieasures available. The authorities should also
review the suitability of the legal framework réhat to non-profit organisations to ensure that it
meets financial transparency requirements, ranbieypnd the specific measures provided for
where an organisation is in receipt of public sdies, and requirements concerning the updating
of identification data in the event of any changehie founders or persons managing the activities

* Act passed on 12 June and published in the Offi@ézette on 16 July 2008.
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of NPOs, including identification of the main maeragy governing board members or directors.
Effective monitoring of NPOs' compliance with thégal obligations should be established, as
should appropriate penalties to sanction non-campé with these requirements.

National and international co-operation

43.

44,

45.

46.

A decree of 13 February 2008 established a Stan@imgmittee on Money Laundering and
Terrorism Financing. Its role is to (1) analyse tmeney laundering situation in Andorra,
providing available information in the form of s&dics or findings resulting from the exercise of
its tasks; (2) participate in the assessment osorea and action taken in the AML/CFT field; (3)
provide legal advice concerning proposed legishati@) assist the FIU in connection with its
international activities; (5) provide advice on ftirmy reports to be submitted to international
bodies. The establishment of the Standing Comenitean important step and should in the long
run permit effective co-ordination between all toenpetent authorities if this body is effectively
used as a forum for dialogue, co-operation anccpad-ordination and for regular analysis of the
AML/CFT situation in Andorra and of measures takeith a view to proposing reforms where
necessary. The effectiveness of operational coatiper regarding the application of interim
measures needs to be improved. Co-operation amarge between the FIU and the INAF do not
seem to be sufficiently utilised so as to ensumatsfactory degree of co-operation, and such
arrangements have not been put in place with te®ms authorities.

Andorra has been a party to the Vienna Conventigainat lllicit Traffic in Narcotic Drugs and
Psychotropic Substances of 1988 since 1999. Shec8rd round evaluation Andorra has ratified
the 1999 United Nations International Conventiom fbe Suppression of the Financing of
Terrorism and has launched the ratification prooedun respect of the 2000 United Nations
Convention on Transnational Organised Crime (Pale@onvention). There are nonetheless a
number of deficiencies in implementing these cotives, the bulk of which are technical in
nature (for example the offences of laundering t@nebrism financing). The measures adopted to
implement the UN Security Council resolutions be prevention and suppression of terrorist
financing (S/RES/1267(1999) and subsequent resolsifiS/RES/1373(2001)) leave something to
be desired.

The system and practice regarding internationaiciald co-operation appear to be sound and
effective. Andorra is able to offer a broad ranggudicial assistance measures and the authorities'
attitude is flexible and constructive. The limifstioe laundering offence established by article 409
of the Criminal Code, as regards the predicatenoffe, do not in practice impede the execution of
requests made by letters rogatory, even in the ofsmercive measures. The time taken to
execute international letters rogatory naturallsiess with an average of six months, which could
be improved. There are nonetheless still a numbeeservations as a result of the deficiencies
noted regarding confiscation of the subject maitet establishment of the offences of laundering
and terrorism financing so as to avoid situatioeng the principle of dual criminality causes
problems.

International co-operation at the level of the galand the FIU does not seem to pose any specific
problems. The situation differs, however, concegnoo-operation with foreign supervisory
authorities as regards the exchange of AML/CFTrimftion since, at the date of the on-site visit,
no co-operation activities had taken place. ltassidered that any exchange of information held
by the FIU as supervisory body should be made k& do-operation arrangements with the
finance sector supervisor (INAF) for requests comog institutions subject to the INAF's
prudential supervision. Although the law does naivigle expressly that the FIU may ask the
INAF to submit a request to a foreign oversighthatity on its behalf, the authorities consider
that such a request would be possible in accordasitearticle 23 paragraph 2 of the RLCPI.
Andorra should nonetheless review the applicaliislative and regulatory framework to ensure
that the existing arrangements are sufficientharclend precise and, if need be, to supplement
them so that they permit the Andorran supervisarharities rapidly to provide the broadest
possible assistance to foreign supervisory autberinot just as regards the exchange of
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information on financial sector institutions, suttjéo the INAF's prudential supervision, but also
concerning the insurance sector and DNFBPs.

Resources and statistics

47.

48.

The human, financial and technical resources akacto the authorities in AML/CFT matters are
generally unsatisfactory, and there is particudarse for concern regarding resources allocated for
AML/CFT supervision. Firstly, as regards the FlWtlse time of the on-site visit the premises and
the measures taken did not provide appropriateegtion for the information held by the FIU. As
regards human resources, the fluctuations in atadfthe posts that remain unfilled do not allow
the FIU to carry out its functions in an optimalywét has not been established that the customs
services have sufficient operational independenmat autonomy, and there are still questions
about the adequacy of resources should the cussemvices be required to fully implement
Special Recommendation IX. The means deployedchfostipervision of financial institutions and
DNFBPs are clearly insufficient. Staff training @fls are also inadequate and need to be
reviewed.

The arrangements to review the overall effectivenels Andorra's AML/CFT system are not
considered to have fully attained their objectifeepabling a regular review of the AML/CFT
system's effectiveness. Overall, Andorra collebts iecessary statistics on matters pertaining to
the effectiveness and proper functioning of thdesyisto combat money laundering and terrorism
financing. In the absence of a detection systemaancesponding measures, the Principality of
Andorra does not have statistics on declarationslemaegarding the physical cross-border
transportation of currency and bearer negotiabdtriments, as required by R.32. Statistics on
requests for mutual legal assistance were not abtail The authorities should remedy these
matters.
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Table 1: Andorra's Compliance with FATF recommendatons

The rating of compliance with the FATF Recommeratatiis made according to the four levels of
compliance mentioned in the AML/CFT assessment btiglogy 2004: Compliant (C), Largely
Compliant (LC), Partially Compliant (PC) and Nomggliant (NC) or could, in exceptional cases be
marked as not applicable (N/A). These ratings,lgdlased on the essential criteria, are defined as
follows:

Compliant The Recommendation is fully observed with respectitessential criteria.

Largely There are only minor shortcomings, with a largearigj of the essential criteria

compliant being fully met.

Partially The country has taken some substantive action amplees with some of the

compliant essential criteria.

Non-compliant There are major shortcomings, with a large majarityhe essential criteria naot
being met.

The following table sets out the ratings of comptia with FATF Recommendations which apply to
Andorra. It includes ratings for FATF Recommendasidrom the 3rd round evaluation report that
were not considered during the 4th rouhldese ratings are set out in italics and shaded.
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Forty recommendations Rating Summary of reasons for the rating
Legal system and related measures
1. The offence of money PC Non-compliance of the offence of laundering

laundering

with the conventions with regard to concealing,

disguising, possessing and using assets
criminal origin.

List of predicate offences does not cover all
designated categories of offences

Immunity of self-financing

Effectiveness: (1) weak proactive approach;
modest results with regard to prosecuting

offence, particularly in view of the disparities

between the numbers of prosecutions
convictions; (3) resources and manpoy

of

the

(2)
the

and
ver

allocated to the courts and prosecution authorjties
not judged sufficient.

2. The offence of money launderiy  LC The offence of laundering has been narrowed in
— element of intention and a number of areas, including the criminal liability
responsibility of legal persons of legal persons although certain accesspry

sanctions can be applied to legal persons (in|the
framework of a case against a natural person),

3. Confiscation and interim LC No legal basis for the confiscation of funds as|the

measures subject matter of the offence in autonomous
laundering cases
Effectiveness: modest results of own initiative
confiscations

Preventive measures

4. Laws on professional _ C | This recommendation is fully observed.
confidentiality compatible with
recommendations

5. Customer Due Diligence PC

The following obligations have been introdug
or spelled out explicitly through amendments
the RLCPI after the visit; they were too recent
be considered as fully effective:

- the regulations governing the use
numbered accounts are too recent to
considered fully effective;

- the regulations requiring financial institutio
to apply due diligence measures to custon
regardless of any exceptions or threshg
where there is a suspicion of mon
laundering or terrorist financing or where thg
are doubts about the veracity or adequacy
previously obtained customer identificati
data are too recent to be considered f
effective;

ed

to

of
be

ns
ners
lds
ey
bre
of
DN

Llly

® These reasons are only required to be set out thigerating is less than compliant.
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Forty recommendations

Rating

Summary of reasons for the rating

- the regulations requiring financial institutio
to obtain corroboration of the informatig
obtained (notably concerning the busin
activity) from a reliable, independent sour
are too recent to be considered full effective

- the broadening of the identification measu
provided for by the law and regulation

customers who are trusts or legal arrangem
is too recent to be considered fully effective

- the requirement to obtain informatig
concerning the names of senior managen

n
eSS
ce

res
to
ents

N
nent

(for legal persons) or administrators (for

trusts) and the provisions governing th
powers to commit the legal person or le
arrangement are too recent to be considg
fully effective.

The definition of a beneficial owner
incomplete and should in particular cover naty
persons who constitute the brains behind a |
person and the settlor and beneficiaries g
trust.6

The requirements of criterion 5.3* concerni
verification by means of information ar
documents from reliable independent sources
not fully covered

Lack of adequate rules concerning identificat
and verification of the identity of beneficiarie
professional accounts kept by lawyers

The simplified diligence measures provided
article 49ter LCPI go far beyond what the FA
is saying since none of the diligence measurg
article 49 are applicable in the situatig
foreseen, notably concerning the on-go
monitoring of transactions

Where identification cannot be performed, th
is no requirement to consider filing an STR wh
the relationship has not yet been establis
which leaves uncovered situations of attemq
establishment of relationship which do 1
materialise

The full effectiveness of the implementation o
number of measures is not established: (1) do
remain concerning the implementation 4§
interpretation of certain obligations by financ
institutions; (2) the controls put in place arew

eir
gal
bred

S
iral

pgal
f a

ng
nd
are

on
(0]

by
TF
s of
ns

ng

ere
en
hed,
ted
ot

f a
ubts
ind
al

er

® See the footnote in the report concerning amentbterarticle 41 letter g) of the LCPI, which indkeced an
explicit reference to the decision-maker of thealegntity (i.e. the person who effectively manatigesentity)
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Forty recommendations

Rating

Summary of reasons for the rating

inadequate.

6. Politically exposed persons

LC

The concept of PEP is not applicable to perg
who exercise or have exercised important pu
functions in a foreign country but who reside
Andorra

The due diligence measures relating to politic
exposed persons refer to customers and
nothing about their possible application
beneficial owners.

ons
blic
in

ally
say
to

The full effectiveness of the implementation of a

number of measures is not established: there
still  reservations about the adequ
implementation of the obligations when initiati
a business relationship and the sufficient leve
approvals and concerning the very insuffici
monitoring by the authorities of financi
institutions' effective implementation of the
obligations relating to R.6.

» are
ate
g

| of
PNt
al
Rir

7. Correspondent banking relatiof

ns LC

In the context of control assessments, finan
institutions are not required to ascertain that
AML/CFT controls implemented by th

cial
the
e

respondent institution are adequate and effective.

Financial institutions are not required
ascertain that the respondent financial institut
is able to provide relevant custom
identification data on request.

The full effectiveness of implementation
financial institutions of obligations relating
R.7 could not be demonstrated.

to
ion
er

Py
[0

8. New technologies and remote
business relationships

PC

The risk of money laundering through the us€
new technology is insufficiently monitored, sin
the obligations solely concern false identificat
of the customer

The full effectiveness of implementation
financial institutions of obligations relating
R.8 could not be demonstrated.

» of
ce
on

py
[0

9. Third parties and business
generators

LC

There is no requirement that the delegating p
obtain the necessary information concerni
inter alia, elements of the customer due dilige
process

The financial institutions should not be permiti

arty

ng,
nce

ed
of

to delegate to third parties the performance

" See the amendments introduced to section 49 qliateby Act 4/2011 of 25 May 2011 amending the LCP
which has been in force since 23 June 2011.
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Forty recommendations

Rating

Summary of reasons for the rating

their diligence obligations concerning t
monitoring of transactions

The full effectiveness of the implementation o
number of measures is not establish
delegations to third parties seem to have beer
in place without reporting them to the FIU; laj

ne

f a

ed:
put

ck

of measures to verify the delegation's compliance

with the legal requirements.

10.Keeping of documents

LC

Effectiveness (1) in the light of the informati
provided and the recent adoption of {
amendments to the RLCPI, effectiveness cat
be established.

11. Unusual transactions

LC

Effectiveness (1) lack of precise instructions
parties under obligation concerning the detec
of unusual or suspect transactions;
recordkeeping concerning numbered accoun
solely in hard copy format, which makes
difficult to perform a full analysis of transact®
and compare them with other transactions s
to detect suspicious transactions.

12. Designated non-financial
businesses and professions
(DNFBPSs)

PC

Sellers of high value goods, precious stones

DN
he
nnot

to
lion
(2)
S is
it

D as

and

metals, are bound by the LCPI solely when they
perform cash transactions for an amount

exceeding €30 000.8

Lawyers, notaries and other legal professig
accountants, tax advisors, auditors, econom

ns,
stas

and gestorias are not subject to the LCPI's

requirements on identification and ident
verification

Accountants, tax advisers, auditors, econom

ty

ists

and business agents, are not bound by the LCPI

"with regard to information they receive pr

obtain from one of their clients in the course
ascertaining the legal position of the client

performing their task of defending or

representing that client in or concerning judid
proceedings, including advice on instituting
avoiding proceedings, whether such informat]

of
or

al
or
ion

is received or obtained before, during or after

such proceedings."

Recommendations 6 and 8 still do not apply
DNFBPs.

to

The observations and compliance ratings sef

out

8 See the above footnote on the amendment of thé @Q threshold under Act 4/2011 of 25 May 2011
amending the LCPI, which has been in force sincélze 2011.
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Forty recommendations

Rating

Summary of reasons for the rating

in Chapter 3 concerning Recommendations

9 and 11, and R.17, which are applicable
DNFBPs in the circumstances covered in R
are also applicable.

b to
to
12,

The full effectiveness of the implementation of a

number of measures is not established: (1
view of the recent adoption of the amendment
the RLCPI, which followed the visit, th
effectiveness of certain measures cannot
assessed in respect of certain obligations;

in

S to

e
be

)

doubts remain concerning the implementation

and interpretation of certain obligations by 1
DNFBPs; (3) the observations regarding the |
of effectiveness of the supervisory machin
and the application of sanctions are 38
applicable here.

13. Suspicious transaction reportin

g

PC

Deficiencies in the offence of money launder
(failure to include certain behaviours and
number of predicate offences) restrict the sc
of suspicious transaction reports.

Deficiencies in the offence of financing
terrorism restrict the scope of suspicid
transaction reports

The obligation to report suspicious transactig
including attempted transactions, extends ¢
indirectly to the proceeds of crime through {
definitions of the offence of money launderi
and terrorist financing.

Effectiveness: (1) low number of suspicig
transaction reports; (2) concerns about
quality of reports and effective implementati
of the reporting obligation by the subject
entities in view of the downward trend in repa

he

ack
ory
Iso

ng
a
ope

of
us

ns,
nly
he
ng

us
the
on
ed
rts

made by the banking sector and the virtual

absence of reports by other parts of the finan
sector.

14. Protection and prohibition of
tipping off

LC

Effectiveness not established: 1) despite

cial

the

protection measures provided for in the

legislation the identity of a person having mad
suspicious transaction report was discloseq
one case, notably in the press; 2) suspic
transaction reports have been included in
case-file documents of a number of judig
proceedings.

ea
in
ous
the
ial

15. Internal controls and complian¢

e

LC

Training initiatives are inadequate
comparison with the needs reported by
parties under obligation.

The full effectiveness of implementation of
number of measures is not established: finar

in
the
a

cial
Ires

institutions have no adopted specific procedy
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Forty recommendations

Rating

Summary of reasons for the rating

for hiring staff or further training programmes.

16. Designated non-financial
businesses and professions -
R.13-15 & 21

PC

The threshold below which sellers of high va
goods are excluded from the AML/CH
requirements is far higher than that establis
by R.16.

The observations and compliance ratings set
in Chapter 3 concerning Recommendations
15, 21 and 17, which concern DNFBPs in resy
of their suspicious transaction reporti
obligation, are also applicable.

The full effectiveness of the implementation
the reporting obligation by DNFBPs is n
established as their contribution and commitn
in AML/CFT matters is still very limited.

17. Sanctions

PC

The range of sanctions is not proportionate to
seriousness of the acts

Effectiveness: (1) No sanctions imposed
recent years; (2) The lack of on-site inspecti
in 2009 and 2010 and the supervisory authori
inadequate resources raise doubts about
effectiveness of the system of sanctions.

ue
T
hed

out
14
pect

ng

of
ot
ent

the

in
ons
lies'
the

18. Shell banks

This recommendation is fully observed.

19. Other forms of declaration

NC

The failure to provide the study conducted

during the preparations for promulgating A
2/2008 precludes any finding that a stu
concerning the introduction of a reporti
obligation concerning all transactions in exc
of a certain amount has been performed.

ct
dy
ng
eSS

20. Other non-financial businesses
and professions / Modern and
secure techniques of money
management

LC

Lack of precisions as to the natural or le
persons whose business activities may chann
facilitate a money laundering operation

gal
el or
or

terrorism financing and who should apply the

LCPI.

No measure has been taken to encourage
development and use of modern and se
techniques of money management that are
vulnerable to money laundering.

the
cure
less

21.Particular attention to higher-
risk countries

LC

In practice criteria are lacking for th
identification of countries at risk in a unifor
manner

Effectiveness: (1) the establishment of gen
controls concerning all transactions and
entities in countries at risk raises questionsjn{Z
the light of the recent adoption of ti
amendments to the RLCPI, effectiveness caf
be established.

e
m

bral
all

ne

nnot
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Forty recommendations

Rating

Summary of reasons for the rating

22.Foreign branches and
subsidiaries

LC

No obligation for financial institutions to pg
particular attention to their branches &g
subsidiaries located in countries that do not
insufficiently apply the FATH
Recommendations.

Problem of effectiveness due to the inadeq
monitoring by the authorities of financi
institutions’ effective implementation of the
obligations relating to R.22.

1y
nd
or

late
al
dir

23.Regulation, control and
monitoring

PC

Supervision is based AMLost entirely on t
review of external audit reports and the approg
adopted does not seem to satisfy all the criter
terms of planning

The insurance sector is not subject to approp
supervision in AML/CFT matters.

Lack of legislative or regulatory measur
regarding fitness and integrity (23.3) f
insurance sector companies other than finan
institutions

Post offices propose financial services with
authorisation or licence

In view of the information provided and the ve
small  number of on-site inspectiorn
effectiveness is not established.

he
ach
ai

riate

es
or
cial

put

=

y

24 .Designated non-financial
businesses and professions -
Regulation, control and
monitoring

PC

Supervision of compliance with AML/CF
requirements by DNFBPs is inadequate.

No thorough study has been made of ri
linked to DNFBPs.

The effectiveness of the controls and sancti
applicable to DNFBPs has not been establishé

sks

ons
ad.

25.Guidelines and feedback

LC

Relatively little has been done to raise awarer)
of terrorist financing; the FIU could do more
provide laundering typologies.

Professional associations seem to react pu
passively to AML/CFT issues; too much reliaf
on the FIU.

ess
(0)

rely
nce

Institutional and other measures

26.The FIU

PC

Although the legislation contains gene
provisions on how to write STRs, the FIU h
not elaborated standardised reporting forms
the various categories of subjected entities

There remain a number of reservations regar

ral
as
for

ding

certain aspects concerning the administr

ive

autonomy of the FIU, which is not sufficiently
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Forty recommendations Rating Summary of reasons for the rating

guaranteed by the rules in force (e.g. as regards
the appointment of the manager and employges,
their dismissal, lack of internal rules including p
the duration of secondment / appointment of staff
from other institutions);

* The current measures do not offer satisfactory
protection of the data held by the FIU9.

» Effectiveness: the way the FIU operates raises a
number of questions - 1) the human, financial
and technical resources allocated to the FIU jand
the numerous tasks it has been assigned do not
enable it to carry out satisfactorily its main
functions; 2) reservations are expressed
regarding the FIU’s analysis function and on the
methodology applied.

27.Criminal prosecution C .
authorities
28.Powers of the competent C .
authorities
29.Supervisory authorities PC |+ The FIU's failure to perform on-site inspectidns

in 2009 and 2010 raises questions regarding the
effectiveness of the system of supervision and
the application of the powers of compulsion and

of sanction conferred by law.

30.Resources, integrity and PC |« FIU
training®® . . . .
(consoli | « Some reservations remain regarding the strugture
dated of the FIU and on the regulatory framework|to
rating fully guarantee its administrative independence

and autonomy;

e The FIU's human resources, equipment and
premises at the time of the on-site visit were |not
sufficient to enable the FIU to successfully
perform its tasks;

» Training of FIU members is of an ad hoc nature
and would appear to be insufficient

e Customs

* It has not been shown that the customs services
have sufficient operational independence and
autonomy, and there are still questions about the
adequacy of resources, especially where |the
customs services are required to fully implement
the criteria set out in Special Recommendation
IX.

» Supervisory authorities

° See the footnote in the report concerning thecation of new offices in December 2011, and therasses
given by the authorities that these are now sulbgetinforced security measures.

% The analysis in respect of Recommendation 30 totzk account the recommendations rated in this ntepo
Account was also taken of the conclusions in tlterButual evaluation report concerning Recommendait
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Forty recommendations

Rating

Summary of reasons for the rating

The FIU's resources for supervision purposes

(staff, training, etc.) are clearly inadequate

31.Cooperation at national level

PC

Co-operation in general policy and co-ordinat
matters through the Standing Committee, wh
did not hold regular meetings in 2009 and 2Q
is not sufficiently satisfactory;

The level of consultation/coordination betwe
the FIU and the INAF in matters of oversight
inadequate;

on
ich
10,

en
S

There is no co-operation between the FIU and
the customs authorities for monitoring crogs-
border transportations of currency since therg is

no AML/CFT policy in this matter.

32. Statistics!

LC

(consoli
dated
rating

The arrangements to review the ove

rall

effectiveness of Andorra's AML/CFT system are
not considered to have fully attained their
objective of enabling a regular review of the

AML/CFT system's effectiveness.

Minor differences in the statistics received

concerning STRs (FIU).

Given the lack of a detection mechanism and

corresponding measures, Andorra has

no

statistics concerning declarations of cross-border

movements of cash and bearer securities
required by R.32.

33.Legal persons — actual
beneficiaries

PC

Despite the Andorran authorities' efforts
improve the system of registration of leg
persons, a number of problems subsist suc
the issue of name-lenders or the non-conver
of bearer shares following the expiry of the tin
limit laid down in the legislation.

The possibility for the competent authorities
obtain or have access in a timely fashion
adequate, accurate and current information
the beneficial ownership (managers, settl
partners) and control of legal persons is
guaranteed.

The system of sanctions does not s€
sufficiently dissuasive to guarantee the effec]
implementation of the legal and regulatg

as

to
yal
h as
sion
ne-

to
to
on

DI's,

not

xem
ive
ry

requirements, including as regards the updating

of information recorded in the Compani
Register.

es

' The analysis in respect of Recommendation 32 totzk account the recommendations rated in this ntepo
Account was also taken of the conclusions in tlterButual evaluation report concerning Recommenddafh
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Forty recommendations

Rating

Summary of reasons for the rating

* International co-operation

35. Conventions

PC

Ratification of the Palermo Convention approy
by the General Council but not yet deposi
with the United Nations at the time of t
evaluation12

Deficiencies in the implementation of certd
provisions of the Vienna Convention and 1
Palermo Convention

ed
ted
he

AN
he

36. Mutual assistante

LC

The effectiveness of mutual legal assistance
be impaired by the deficiencies noted concerr

establishment of the money laundering offence.

may
ing

a)

37. Dual criminality

LC

Unlike in other countries, tax evasion
generally not an offence, but Andorra tries to
flexible so as to meet dual criminali
requirements.

is
be
Ly

38. Mutual assistance in
confiscation and freezing

LC

Doubts as to the legal basis for confiscation
request of laundered assets or assets o
equivalent value

Restrictions in the way in which the offence
laundering is established may affect the Ig
feasibility of confiscation on request (dy
criminality principle)

on
I an

of

gal
al

39. Extradition

LC

Additional measures may be necessary to sj
up the processing of requests in view of
diplomatic authorities' workload

need
the

40. Other forms of co-operation

LC

For lack of machinery to detect cross-bor
transportation of currency or bearer instrume
the Andorran authorities are not able to
operate as fully as possible at an internatig
level.

The legislative framework in place does |
seem to cover correctly the exchange
information and international co-operation w
foreign supervisory authorities in matters
insurance (non-banking entities) and DNFBPS

The effectiveness of international co-operatiof
supervisory matters is not established.

der

nts,

CO-
nal

not

of
th
of

nin

Nine special recommendations

Rating

Summary of reasons for the rating

SR | Application of
instruments

UN

NC

Failure to implement UN Resolutions 1267 3
1373

Deficiencies in the implementation of ti

nd

ne

12 See above

3 The analysis in respect of Recommendation 36 totzk account the recommendations rated in this ntepo
Account was also taken of the conclusions in tlterButual evaluation report concerning Recommendéaih
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Forty recommendations

Rating

Summary of reasons for the rating

Convention for the Suppression of the Finang
of Terrorism.

SR Il Criminalisation of the

financing of terrorism

PC

No offence as such of financing offeng
provided for in the CFT treaties

ing

es

Generic definition of terrorist acts not consistent

with that of the CFT
Immunity of self-financing of an individual

No formal criminal liability of legal persons i
connection with terrorism financing

SR Il Freezing and confiscatid
of terrorist funds

N NC

No legal framework for the implementation
Resolutions 1267, 1373 and following

No machinery for reviewing lists submitted
other states under Resolution 1373

Failure to carry out obligations arising fro
Resolutions 1267, 1373 and followir
(instructions, removal from lists, unfreezing
funds, access to funds, third party righ
definition of funds, etc.)

SR.IV Suspicious transaction
reporting

PC

Deficiencies in the offence of financing
terrorism restricting the scope of suspicid
transaction reports

Effectiveness: concerns about (1) the quality
reports and (2) adequate knowledge of the sg
of the reporting obligation by the parties un
obligation, giving rise to reservations about
effective implementation of the reportir
obligation

SRV International co-operation

LC
(consoli
dated
rating

The deficiencies noted in the establishment
the offence of financing of terrorism affect t
possibility of rendering mutual legal assistar
(dual criminality)

The deficiencies noted in respect
Recommendation 40 also apply to SR.V.

SRVI AML/CFT obligations
applicable to agencies transferri
moneys or securities

PC

Money and value transfer services are propq
by the Spanish and French post offices with
any formal legal framework

The earlier recommendations concerning
supervisory machinery, proportionality
sanctions and their effectiveness also apply
this context.

>

of
tope
der
the

19

of

nce

of

sed
out

the
of

SR VIl Rules
electronic transfers

applicable t

Verification of identity is not provided for by la
in the case of transfers for an amount up
€1250 performed by occasional customers.

Provision should be made for the lack

to

of

originator information to be regarded as givi
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Forty recommendations

Rating

Summary of reasons for the rating

rise to suspicions with a view to filing
suspicious transaction report with the FIU

Effectiveness: (1) there are no prevenqive

controls to detect transfers lacking the requ
accompanying information; (2) in the light of t
information provided, effectiveness cannot
established.

a

red
he
be

SR VIII Non-profit organisations

PC

The legal framework governing the requireme
in respect of financial transparency and reg
keeping and updating is not fully satisfactory,
particular as there is no possibility of imposi
sanctions.

Andorra has performed no specific review
identify any weaknesses in this sector that cq
give rise to terrorist activities.

No awareness-raising measures have been {
in respect of NPOs regarding the risks of th
being misused for terrorist purposes and
protective measures available.

Effectiveness of implementation not establish
(1) very limited involvement of the compete
authorities in the implementation of SR VIII; (
it is not clear to what extent the registers
associations and foundations are kept up to
in practice; (3) partial oversight exercised by
authorities regarding this sector.

nts
ord
in
Nng

to
puld

aken
eir
the

ed:
nt
P)
of
date
the

SR IX Cash couriers

NC

Andorra has still not implemented measures
the detection of cross-border transportation
cash and bearer securities, including a syste
declaration or reporting, nor has it implemen

for
of

m of

ted

the other criteria of SR IX.
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