








Likewise, we have participated in various events to which we were invited and in particular
we have cooperated with the University of Andorra on the postgraduate seminar on
Andorran Law held on 31 January, at which we gave the conference entitled “Money
Laundering and the Relevant International Bodies”.

Lastly, the member of the Unit Mr. Borja Aguado took part in the course for the qualification
of evaluators held by Moneyval in Strasbourg in November 2013 called the Moneyval
Evaluators Training Seminar.
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3. STATISTICS OF THE YEAR 2013 and COMPARISON WITH 2012

The data relating to 2013 are given below together with the respective graphs. These
data reflect the work performed by the Unit in the various areas and once again they
have reached significant figures, especially with respect to the volume of work generated
and the volume of work carried out.

By simply observing these two parameters, one sees the degree of commitment of the
collective forming the Unit. The figure relating to the work generated shows an increase
of nearly 133% versus the previous year, and the figure relating to the work carried out
or resolved shows a similar increase, in this case of a little over 141%.

This means, generally speaking, that not only are we capable of taking on a spectacular
increase in dossiers and files, but also and more importantly, that we are diligent enough
to deal with them in the same period of time.

In particular, however, it should be specified that the most significant number of dossiers
in this respect involves the foreign investments analysed by the Unit, which rose from
305 requests in 2012 to 802 in 2013.

Another figure that is worthy of note relates to the files under investigation, which
decreased by 28.57%. This means that a steadily increasing number of files are being
concluded, either by their dismissal or by forwarding them to the judicial authorities. The
number of files sent to the judicial authorities grew by 14.29%.

On the other hand, there has been a substantial decrease of 66,67% in the number of files
handled at the FIU’s initiative and consequently initiated ex officio. This figure, however,
is of a quite random nature since, without overlooking the fact that, when necessary, the
Unit should act immediately without waiting to be requested to do so, in the period under
study there were fewer cases or hypotheses that called for our intervention than in the
previous year.
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BALANCE OF THE WORK GENERATED AND CARRIED WORK GENERATED AND CA- Evolution
OUT AT THE FIU RRIED OUT AT THE FIU Y
-YEAR 2012 - - YEAR 2013 - °
Number Remarks Number Remarks
STRs received 25 - 31 - 24,00%
Files at FIU initiative 24 - 8 - -66,67%
20 unfavourable
Register of Companies 305 9 unfavourable 802 532 Direct investment - | 162,95%
Companies 270 Real
estate investment
4 Government
. . 1 Government 3 INAF ©
National cooperation 2 1 Police 9 1 Justice 350,00%
1 Police
) . Received and . o
International cooperation (FIUs) 20 answered 26 Received and answered | 30,00%
Volume of work generated: 376 - 876 - 132,98%
. 3 from 2010 1 from 2011
Files f°£;":ﬂf;‘f,;°&;ﬁ£“°mey 14 2 from 2011 16 3 from 2012 14,29%
9 from 2012 12 from 2013
Shelved files dismissed 352 - 868 - 146,59%
Volume of work carried out 366 - 884 - 141,53%
1 from 2007
jrom e
Files under investigation 28 2 from 2009 20
8 from 2012
5 from 2011 9 from 2013
18 from 2012
Investigated persons ) } ®
(natural and legal) 2342 3478 48,51%
Freeze of transactions from the FIU 0 - 3 497.673,58 €
Value of files forwarded to the
Attorney General’s Office with 6 - 8 17.524.726,46 €
possibility of judicial seizure
TOTAL VALUE - - - 17.524.726,46 € -

a. Suspicious Transaction Reports

The banking financial entities continue to be those
which submit the largest number of reports, which
rose from 20 to 28, remaining stable with respect to
the rest of the reporting entities.

Next year, among other reasons due to the intensive
training carried out, there may quite possibly be an in-
crease in the sector of non-financial reporting entities.
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b. Initiative of the Intelligence Unit

Number
w
o

What | have just said applies here as well but | would add that
we continue to apply all diligence in our surveillance so that the 25
financial system, which is the most vulnerable since it is through
this system that the criminal organizations try to channel their 20
proceeds of illegal origin, will not be involved in affairs relating

to money laundering or terrorism financing. 15

10
Not only do we insist on this forthright message but moreover,

and we are pleased in this respect, the people in charge of the 5
various financial groups forming the main economic structure of
Andorra must achieve a notable degree of commitment

c. National cooperation

FIU initiative

2012 2013

The need is becoming increasingly evident to cooperate with the national bodies linked

to our field in order to optimize the work that we carry out.

Likewise, not just by definition or by our own will but rather to apply the legislative amend-
ments that have been proposed and those which are envisaged for the immediate future,
other bodies and departments, like the Andorran Customs, for example, will become

involved in the prevention system.

As may be seen, cooperation increased by 350% in 2013 and in this respect, by way of
example, | wish to point out that with the Andorran National Institute of Finances (INAF),
this figure rose from zero to three cases of collaboration. This no doubt has to do with the
agreement signed between the two entities on 30 November 2012 and its consequent

development.
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d. Register of Companies

As was said in the beginning, the volume of
requests from the Spanish Ministry of Econ-
omy and specifically from the Department of
the Register of Companies, “skyrocketed” in
2013.

This is a good finding inasmuch as it means
that, since the approval of Law 10/2012,
dated 21 June, on foreign investment in An-
dorra, and the subsequent Regulations for
application of the Law, approved on 1 Au-
gust 2012 and amended on 28 August 2012,
foreign investors are showing a steadily in-
creasing interest in our country.

We would consequently agree that the work
that is being carried out in the sphere of
the Public Administration and, in parallel to
it, the work carried out in the private sector
most closely linked to our field, creates trust
and this is very good.

e. International cooperation

Year after year, measures are implemen-
ted with the aim to harmonize the system
of international cooperation in order to allow
quicker and more effective collaboration.

In this respect, | refer to what has been said
earlier in relation to one of the aspects dealt
with in depth on the occasion of the FATF
Plenary Meeting.

Andorra is no stranger to these transforma-
tions and has laws that safeguard the com-
mitment of collaboration with foreign autho-
rities. Indeed, this is all the more true since
our internal system was improved through
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International cooperation by countries — Year 2013

Requesting countries (FIUs to Number of Response time (days)

FIU Andorra) requests

Spain 13 32 | 177 | 17 | 35 | 19 | 47 23 [ 30|30 |22 | 29
Belgium 2 27 14

Argentina 1 29

Slovakia 1 15

US.A 1 30

France 1 34

Honduras 1 31

Latvia 1 63

Lebanon 1 38

Moldova 1 26

St. Vincent and the Grenadines 1 20

Ukraine 1 20

Total 26 Average: 33.75 day

International cooperation by countries —Year 2013

Requesting countries (FIUs to FIU
Andorra)

Number of requests

Spain

2

Mexico

Germany

France

Italy

Kazakhstan

Luxembourg

Monaco

Saint Kitts and Nevis

Switzerland

Total

12
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f. Investigated persons

Invariably, as the number of handled files increases, so does the number of natural or
legal persons investigated, the latter figures showing an increase of 48.51% this year.

Investigated persons
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4.- JUDICIAL DATA

The data set out below, which are submitted to us each year by the Court of the First
Instance of Andorra, are of capital importance because they represent, in terms of the
efficiency of the system for the prevention and repression of money laundering and te-
rrorism financing, the last stage of an initial task carried out by the competent bodies in
this field.

As mentioned in previous Reports and especially since 2012, these figures have increa-
sed considerably due to the more intense judicial activity and also, why not say so, as a
result of a greater concern in all spheres for the cases under investigation and initiated
cases.

By way of example, on analysing the attached graph, it may be seen that with respect
to the Court of the First Instance, in comparison to the previous year, there has been a
far greater number of new cases, which have risen from 9 to 18 (16 of which are for files
examined at the FIU while 2 were forwarded by the Police Service).

Likewise, a larger number of decisions have been made, especially including Writs, for a
total of 15, of which 11 involved provisional dismissals, 2 were shelvings and another 2
were decrees of precautionary measures.

With respect to the Criminal Law Court of Andorra, 5 cases were resolved, their resolu-
tion having involved, by sentence or writ, the forfeiture of the money under restraint and
the disposal of about 3,600,000 euros.

The same reasoning is applicable to the figures of the High Court of Justice, Criminal
Division, which has issued decisions in appeals on another 5 cases, in most of which the
appeal that was lodged was dismissed, confirming in all particulars the sentence of the
first instance.

The conclusion of the cases handled as mentioned has involved the restraint of about
6,500,000 euros.

Nevertheless, there is one reflection that should be made that has a great influence on
this set of more than reasonable data: an extremely high percentage of the ongoing ju-
dicial cases —| would say about 90%— involve matters in which the underlying crime has
been committed abroad, outside Andorra.

This fact means that Andorran Justice is, in the same proportion, dependent on instan-
ces abroad, in the sense that it has a need for the respective instances in each country,
according to the place of origin of the case, in order to be able to appropriately proceed.
Consequently, depending on third persons, sometimes the handling and examination of
a case do not only become more complicated but also significantly slower.

To bring this section to a close, | would only add that we hope that, as a minimum, the
level of alertness and activity will be maintained for the resolution of cases (which is not
necessarily the same as giving satisfaction to the parties resorting to the Courts).
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HIGH COURT OF
JUSTICE

COURT OF THE FIRST INSTANCE CRIMINAL LAW COURT

Writs and
sentences

Under appeal Fermes

Anys
Writs of
shelving,
dismissal or | Indictments | Cases | Persons | Cases | Persons NOEEERNMEE ek
precautionary
MEERIES
8

Writs and sentences (1st instance)

2012 | 9 12 9 1 16 2 2 2
2013 | 20 15 2 1 3 2 9 5 12
YEAR 2013

WRITS OF THE COURT OF THE FIRST INSTANCE
1. DP-4256-4/11. Writ dated 7 January 2013 ordering provisional dismissal.

2. DP-2518-2/11. Writ dated 18 January 2013 ordering the shelving of proceedings.
3. DP-2285-3/10. Writ dated 20 February 2013 ordering provisional dismissal.

4. DP-986-2/08. Writ dated 11 April 2013 ordering provisional dismissal.

5. DP-2496-3/10. Writ dated 28 May 2013 ordering partial provisional dismissal.

6. DP-1891-2/08. Writ dated 28 June 2013 ordering the lifting of the seizure and provisio-
nal freeze, and the provisional dismissal.

7. DP-3044-2/12. Writ dated 5 September 2013 ordering the shelving of proceedings.
8. DP-2178-4/09. Writ dated 20 September 2013 ordering provisional dismissal.

9. DP-1783-4/10. Writ dated 23 September 2013 ordering partial provisional dismissal
and the lifting and annulment of the precautionary measures imposed.

10. TC-030-2/97. Writ dated 2 October 2013 declaring two persons to be indicted and
granting their release.

11. DP-846-4/10. Writ dated 7 October 2013 ordering provisional dismissal and the lifting
of precautionary measures.

12. DP-3473-4/12. Writ dated 9 October 2013 ordering provisional dismissal.

13. DP-591-4/12. Writ dated 4 November 2013 ordering provisional dismissal.
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14. DP-1074-2/04. Writ dated 22 November 2013 ordering provisional dismissal.
15. TC-011-1/13. Writ dated 9 November 2013 ordering the lifting of preventive seizure.

WRITS AND SENTENCES OF THE CRIMINAL LAW COURT

1. TC-060-5/10. Sentence dated 12 February 2013 decreeing the sentencing of three
persons, in contumacy of the court, to prison terms of 5 years each (2 years firm and the
rest conditional), a fine of 300,000 euros and expulsion from Andorra for 10 years. It also
orders the forfeiture of the assets and money under restraint, for a total of 2,385,800.91
euros.

2. TC-106-3/04. Writ dated 26 February 2013 ordering the forfeiture in favour of the
Andorran State of the amounts seized and existing in the accounts, in the amount of
1,017,014.08 euros.

3. DP-292-5/99. Writ dated 28 May 2013 ordering the preventive seizure of the money
of the interested party, in the amount of 194,216.98 euros, and order the transfer of the
money to the account of INAF.

4. Extradition proceeding 03/13. Writ dated 6 December 2013 ordering the extradition of
a Dutch citizen.

5. DP-292-5/99. Writ dated 18 December 2013 ordering the forfeiture in favour of the
Andorran State of the money under restraint.

WRITS AND SENTENCES OF THE HIGH COURT OF JUSTICE
— CRIMINAL DIVISION -

1. Writ 03-2013 dated 18 January 2013 issued in the case TC-108-2/11, dismissing the
lodged appeal and thus confirming the decision of the Criminal Law Court of 24 May
2012, and consequently the confiscation of money in the amount of 2,942,498.67 euros.

2. Writ 20-2013 dated 24 May 2013 issued in the case TC-060-5/10, dismissing the lod-
ged appeal and confirming the sentence of 12 February 2013.

3. Writ 22-2013 dated 27 May 2013 issued in the case DP-292-5/99, admitting the appeal
lodged against 26 November 2012.

4. Writ 26-2013 dated 21 June 2012 issued in the case TC-106-3/04, dismissing the lod-
ged appeal and confirming the Writ issued on 26 February 2013.

5. Writ 49-2013 dated 18 October 2013 issued in the case DP-292-5/99, dismissing the
appeal lodged against the Writ dated 27 May and confirming the preventing seizure.

DECISIONS OF THE ATTORNEY GENERAL’S OFFICE

1. DIMF-29/12. Decision dated 2 May 2013 ordering the provisional shelving of proceedings
until the appearance of further evidence.

2. DIMF-28/12. Decision dated 4 October 2013 ordering the provisional shelving of
proceedings until the interested party is located in Andorra or until further evidence appears.
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5. TYPOLOGIES

Case no. 1: A bank reporting entity submits a suspicious transaction report to the Unit
because foreign news reports link some of its customers (A and B) to some foreign com-
panies involved in a judicial process in their country of origin for the million-euro diversion
of trade union funds from the public sector. The person who holds the position of presi-
dent of the trade union collective has been prosecuted in the aforementioned process as
the person with maximum responsibility for the presumed crime.

Customer (A) has a 1% holding in the respective companies and the title to the rest of the
shares is held by a member of the immediate family of the prosecuted person.

In order to operate illegally, the persons involved created a network of shell companies
and opened bank accounts in the name of these companies in various jurisdictions; the
banking attorneys in fact of the companies, with respect to Andorra, have been the cus-
tomers (A and B). The diverted funds have been mainly applied to the acquisition of real
estate property in a country (Z).

The study of the banking movements shows that the money reached Andorra through
transfers from both said customers’ country of origin and from other jurisdictions and that
they were always ordered by shell companies linked to said customers.

Subsequently, in Andorra a transfer of money was detected which was addressed to the
customers’ country of origin for the acquisition of a real estate property, as a result of a
mortgage loan granted by the banking entity.

In the course of the Unit’s investigation, the news having reached the foreign commu-
nication media, customer (B) wished to transfer abroad practically the whole balance of
one of the accounts (320,000 USD), alleging the payment of an invoice for tax consultan-
cy. By virtue of the provisions of the Law on international penal cooperation and on the
fight against the laundering of money or proceeds from international crime and against
terrorism financing, the Unit proceeded to freeze that specific transaction. The assets
deposited in the various bank accounts total about 606,000 USD.

The file was submitted to the Attorney-General’s Office of Andorra.

Indications of risk:

+ Shell companies, linked to the customers, with accounts in various jurisdictions.

+ Triangulation of transfers between the aforementioned companies.

+ Acquisition of real estate properties in the country of origin by means of mortgage
loan despite having the financial capacity to make the purchase.

* Unusual transaction of the customer with the intention of emptying the account.

Case no. 2: A banking entity submits a suspicious transaction report to the Unit because
a customer requests to make an international transfer in the amount of about 240,000
euros, justifying it as the payment of a legal assistance to her husband, who is also a
holder of the account.
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It happens that the country of origin of the interested parties (2Z) is distinct from the coun-
try where the legal person and the beneficiary bank account of the transfer are domiciled
(Y).

The verifications carried out by the banking entity in open sources of information show
that in her country of origin (Z) the customer has been indicted, prosecuted and senten-
ced with a prison term, among other penalties, for misappropriation of public funds and
administrative malfeasance while exercising a public office.

The respective study allows the Unit to verify that the funding of the account was carried
out exclusively through cash deposits in the amount of about 550,000 euros.

The overall assets deposited in the bank total about 559,000 euros.

The file is submitted to the Attorney General’s Office of Andorra.

Indications of risk:

+ Handing of substantial amounts in cash.

+ Holding of a public office linked to the territorial sector.

+ Holding of an elected office in a regional Parliament.

+ Million-euro fees for legal assistance (possible criminal process).

+  The money is addressed to a different jurisdiction than the country where the
judicial process is held.

Case no. 3: A reporting entity of the law office sector submits a Suspicious Transacti-
on Report to the Unit because it detects a series of incongruences in the professional
consultancy which it provides to a customer (A) for the handling of formalities in relation
to and the incorporation of an Andorran company, and to obtain a residence permit, all
in favour of a third person (B). Consequently, the customer (A) —who presents himself
as a lawyer exercising in a European country (Z)— acts as an intermediary between the
reporting entity and (B).

In the customer verification process addressed to obtaining knowledge (KYC) which
allows the professional to corroborate that the statements and the documents provided
by his customer are consistent and can be verified to determine their veracity, the lawyer
found that some of the data provided by the customer were different from those appe-
aring in the website of the businesses of which the customer said he formed part in his
country of residence (Z).

The study carried out by the FIU on the various bank accounts shows that the general
transactions of the customer (A) consist of the payment into a bank account of a multitu-
de of foreign cheques drawn by third persons in his country of residence (Z) for amounts
that were not high, in round figures and totalling about 246,000 euros.

The justification given by the customer to his banking entity is that said cheques are the
payment for the legal consultancy that he provides in his European country of residence

2).
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The Unit concludes, as a hypothesis, that the activity stated by the customer is not con-
sistent with the facts according to the information obtained from open sources by the
reporting lawyer, since the multitude of cheques come indistinctly from diverse regions of
the European country (Z) —regions which are far from the city where the customer states
that he exercises (A)—, and since all the drawers of the cheques are from the same con-
tinental area (distinct from the European) the same as the customer (A), despite the fact
that the drawers and the beneficiary reside in the European country (Z2).

Likewise, the endorsements of the cheques were not documentarily justified to the
banking entity and neither did the customer (A) formally justify the professional activity
that he stated that he exercised.

The sum total of the assets deposited in the bank is about 10,900 euros, since, among
other factors, the customer (A) disposed of substantial amounts of money in cash and
made a significant international transfer to a natural person.

The file is submitted to the Attorney General’'s Office of Andorra.

Indications of risk:

+ Lack of proof of professional activity.

+ Lack of documentary support to justify income.

+ Cheques drawn for amounts that are not large and in round numbers.

« The areas where the cheques were drawn were far from the customer’s
professional area.

+  Concurrence of the geographical origin of the drawers of the cheques and the
beneficiary, which was distinct from the country of residence.

Case no. 4: Through international cooperation, a request for information is received
from a country (Z) with respect to a transfer in the amount of about 90,000 euros made
by a customer (A) from a banking entity of the country.

According to our counterpart, the customer (A) is a member of the immediate family of
a person prosecuted in said country for bribery and use of privileged information in the
award of public contracts.

The requests made from our Unit to the banking system of Andorra allow it to be verified
that, despite not having bank accounts at present, the prosecuted member of the imme-
diate family (B) had opened various accounts in the past in two different financial entities.

Our Unit detects, in the study of the financial movements of the customer (B), million-eu-
ro transactions consisting mainly of deposits in cash, internal transfers to other accounts
of the same banking entity — by means of the use of shell companies of other jurisdictions
of his country of origin (Z) or of Andorra. Also detected are cash withdrawals and inter-
national transfers to other jurisdictions, the beneficiaries of which are shell companies.

Likewise, the aforementioned study makes it possible to relate internal transactions in the same
banking entity between the accounts represented by the prosecuted person (B) with third per-
sons who have also been prosecuted in two (2) different affairs from those of the investigation
which is being carried out and which is the reason for our counterpart’s request. The aforementi-
oned affairs are also of a type that involves the corruption of public offices, among other crimes.
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Lastly, itis found that, at the time of cancelling his accounts, the customer (B) transferred
his assets to the accounts of the member of his immediate family (A), disposing of an
overall position of about 30,000 euros on having carried out other transactions involving
transfers abroad.

The file is submitted to the Attorney General’'s Office of Andorra.

Indications of risk:

* Abusive use of shell companies by the same customer.

* Internal transfers between the shell companies of the same customer.

* Handling of substantial amounts in cash (deposits and withdrawals).

* International transfers to shell companies in other jurisdictions.

* Lack of documentary support for proof of transactions.

» Cancellation of accounts and transfer of assets to the account of a family
member.

» Links in internal transfers to third persons without justification of business
relations.

* Journalistic and public data that criminally involve third persons linked in
internal transfers.

Case no. 5: Abank reporting entity submits a Suspicious Transaction Report to this Unit
relating to the fact that a customer (A) natural of a country (Z) is the subject of a written
accusation from a mercantile company (B) of the same country.

Customer (A) had carried out his professional activity in the past as the person in charge
of the finances of (B); a series of accounting irregularities arose and it was determined
subsequently that he had diverted to his own benefit about 3,785,000 USD.

The bank study carried out by our Unit found that the customer (A) opened a bank ac-
count in the name of a shell company of the country (Y), receiving a transfer made by the
interested party himself from the country (X).

Two (2) days later, the customer (A) ordered a transfer in the amount of about 2,700,000
USD to a bank account of the same country (X) —from where his assets already came-— to
the name of a third person (C), justifying it with a contract of purchase and sale of a real
estate unit in a country (W).

A few days later, he ordered another transfer to the same account (C), alleging the pay-
ment of taxes outstanding for the purchase of the real estate property.

Our Unit verified in open sources of digital information that an identity identical to that of
the customer (A) is linked to an arrest for reasons similar to those set out above.

By means of international cooperation, our Unit requested the collaboration of our coun-
terpart in the country of origin of the customer (A) and of the company (B), and it confir-
med for us that this customer had indeed been arrested, accused and sentenced for the
aforementioned reasons.
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The account has a balance of about 9,400 USD.

The file is submitted to the Attorney General’'s Office of Andorra.

Indications of risk:

+ Use of a shell company.

+  “Bridge” account (used only to receive and transfer money in a brief period of
time).

+ Contract between private parties which is jurisdictionally unconnected with the
country and consequently difficult to verify.

+ Lack of follow-up of the transactions with notarial documents on the purchase and
sale.

+ Lack of follow-up of the transactions with tax documents relating to the payment
of taxes on the purchase and sale.

+ Incongruence in the financial transactions, since they could have been performed
in the jurisdiction where both persons had bank accounts open.

Operational Area
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