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Foreword

Money laundering is the term used to describe the ways in which criminals process illegal or “dirty” money
derived from corruption or other illegal activities such as bribery, fraud, theft, drug dealing, human
trafficking and tax evasion. It is an international phenomenon because it frequently involves routing
transactions through many countries to disguise the illegal origin of money. Nowhere is the impact of
corruption and other illegal activities on the poor more apparent than in Africa where over the years there
have been numerous instances where scarce resources have been siphoned off illegally for personal gain.
Cutting off the escape route for the proceeds of crime will be a major deterrent to criminals throughout the
region.

The sheer scale of money laundering and the damage that it causes warrants a strategic global approach.
The Financial Action Task, Force (FATF) sets international standards for combating money laundering.
Specifically, it formulated 40 recommendations designed to counter the use of the international financial
system_for money laundering. Following the terrorist attacks on the United States of 11 September 2001,
FATF issued a further 9 “special recommendations” to combat terrorist financing. Implementing the 40
plus 9 FATF recommendations is consistent with wider development efforts in the region aimed at
achieving the Millennium Development Goals (MDG), in particular MDG 8, target 1 — developing a
global partnership for development through a commitment to good governance.

The Eastern and Southern Africa Anti Money Laundering Group, established in 1999, is a Group of like-
minded countries committed to the implementation of the 40 plus 9 FATF recommendations. The first few
years has been a period of steady progress during which the sustainability of the secretariat has been
secured and the enabling framework for mutual support in the fight against money laundering and the
Sfunding of terrorism has been created. The programme of mutual evaluation of national anti money
laundering systems — a process Key to the implementation of the FATF recommendations, is also gathering
momentum. The Group has recognised that more attention now needs to be given towards implementing our
international commitments in a timely fashion.

I am pleased therefore to commend this new strategic plan for ESAAMLG covering the period 2005 —
2008. The plan, which was commissioned by ESAAMLG s Council of Ministers when it met in Mauritius
in 2004, is as far as we are aware the first results-based plan to be implemented by a FATF style regional
body such as ESAAMLG. Adherence to the plan will focus the Group’s activities on achieving its main
objectives and delivering the associated results within a much shorter timeframe than might otherwise have
been the case. It will also provide a practical tool for monitoring and reporting implementation of the
FATF recommendations within the region and globally. It will undoubtedly help shape future meetings of
the Group so that Ministers can concentrate on strategic issues and decisions that will drive forward the
process of anti money laundering and combating terrorist financing at national level.

Chairman
On behalf of the Council of Ministers



Acronyms, abbreviations and definitions

AML — Anti Money Laundering.

CDD - Customer due diligence

CFT — Combating the Financing of Terrorism.

ESAAMLG - Eastern and Southern Africa Anti Money Laundg@roup.

FATF — Financial Action Task Force. An inter governnariody whose purpose is the
promotion and development of policies both at maticand international levels to combat
money laundering and terrorist financing.

KYC — Know Your Customer. This is regarded as a catoae of the FATF
recommendations. It requires financial institutiotts exercise customer due diligence
including identifying and verifying the identity ofistomers.

IMF — International Monetary Fund

MDG - Millennium Development Goals. A global compagreed at the Millennium
Summit in September 2000. The eight goals relate $pecific commitment to reverse the
spread of poverty and disease by 2015 backed lagt@on plan with 18 quantifiable targets.
MDG 8 target 1 is particularly relevant as regarasfight against corruption as this requires
a commitment to “a rules based, predictable, natraninatory and open trading and
financial system including a commitment to good eymance”.

NMC - National Multidisciplinary Committees. Establishén each member country to
advise on national FATF policies and strategie®yTlargely comprise representatives from
the banking and financial sectors but with somee®gntation from the enforcement side.

PEPs- Politically Exposed Persons. PEPs are indivilwdlo are or have been entrusted
with prominent public functions. For example, heaflstate or of government, senior
politicians, senior government, judicial or miliaofficials, and senior executives of state
owned corporations, important political party offis. Business relationships with family
members or close associates of PEPS also invgweatonal risks similar to PEPs
themselves

TANA — Technical assistance needs analysis. This is@gsovhereby a country’s
technical needs will be assessed in order thahteahassistance by the FATF, members of
the Cooperating Organisations and Supporting Natiand other donors may be facilitated
and provided to that country.



ESAAMLG STRATEGIC PLAN
August 2005 - July 2008

Introduction

1. The strategic plan, which involved extensivestttation, covers the 3-year period from
August 2005 — July 2008. The plan sets out theéegfi@ outcomes in a mission statement
for the ESAAMLG as an FATF-style regional body (FHRand 7 key strategic
objectives, its expected results and the strateggled to achieve the results.

2. The strategy is based on a detailed analystheofmain issues in the region including
strengths, weaknesses and main challenges. A synwhdhis analysis is included in
Annex 1 For monitoring purposegnnex 2 summarises the strategy by each responsible
party — the Council of Ministers, Member Countrigbe Task Force and Multi-
disciplinary Committees and the ESAAMLG secretarfdte plan will be complemented
by a detailed annual work plans for ESAAMLG thatl e approved by the ESAAMLG
Council of Ministers at its annual meeting in Augus

3. The plan has been produced against the backdfoa need to speed up
implementation of AML and CFT standards, as setimihe forty Recommendations to
combat money laundering and the nine Special Reeordations to combat the
financing of terrorism (40+9) developed by the FAWRich is the international standard
setting body. The ESAAMLG is proud to be part o thternational community of more
than 150 nations which have embraced the standatdaee implementing measures to
combat money laundering and the financing of tésnor

4. The benefits of implementing these measuresgezat and include the increased
stability of a country’s financial sector, the patial for increased credit-worthiness and
greater investment, as well as providing law erdorent with additional tools in order to
protect countries from the negative effects of erimnd the activities of criminal

syndicates. These measures will lead to the fiahigstitutions and others becoming
more robust and better able to participate in thbaj financial and trading systems.

5. The ESAAMLG strategic plan seeks to intensffprts to implement the full 40+9
Recommendations in all countries and the developwfetheir AML/ CFT systems. The
strategic plan seeks to implement the priority sufea countries to implement their AML/
CFT system, as the result of a developmental apprtmimplementation (as set out in
Annex 3).

6. The plan recognises that there is a need f@f/ABB G to focus more on strategic

issues and achieving results. The Council of Mamstmust be provided with the
information and support necessary for it to reaepianal agreement on matters of
strategic importance and to subsequently overspkeimentation.

7. The Task Force of senior officials has beealdished to drive implementation of
ESAAMLG decisions at national level and report pesg. The Task Force makes use of
expert advice available from National Multi-diséi@ry Committees, the ESAAMLG
secretariat and other organisations. This shoudtblerthe Council of Ministers to provide



ESAAMLG with active and sustained political suppadntaddition, Ministers should then
seek to ensure that their respective governmemgda active political support for the
establishment of AML/CFT regimes within their owpuaitries, in keeping with their
undertakings to ESAAMLG.

8. Separate mention is made of the ESAAMLG sedatthecause it is important that it
adds value to national development efforts whilstognising that ultimately the
implementation of international standards is ttepomsibility of individual governments.
Special attention will therefore be given to objet7 which seek to improve the
efficiency and effectiveness of the secretariat.

Mission Statement

To combat money laundering and terrorist financing in the Eastern and Southern African
region through the implementation of AML/CFT international standards.

Strategic Objectives

1. Member countries will develop and implementowadl AML/ CFT strategies.

2. Member countries implement AML/CFT measures,tingenternational standards in
accordance with their national strategies and méat,inter alia, by mutual evaluations and
Financial Sector Assessment Programme reports.

3. Member countries will develop the capacity ofstitutions and AML/CFT
practitioners.

4. The ESAAMLG secretariat will provide guidancedadisseminate knowledge on
latest AML /CFT developments, emerging risks anteotlessons learned to members,
regional stakeholders and FATF.

5. ESAAMLG Member Countries will establish regioratdiorities for implementing
FATF recommendations.

6. ESAAMLG members will encourage non-ESAAMLG memsbén the region to
cooperate in the global fight against money lauindeand the financing of terrorism and to
join ESAAMLG.

7. A sustainable and efficient ESAAMLG secretariat.

Objective 1): Member countries will develop and impement national AML/ CFT
strategies

Expected results 1: Members have AML/CFT strategiesand carry out mutual
evaluations and / or assessments under the FSAP ¢ontinually improve and update
their strategies.



Strategy

6.

Our strategy for achieving this objective witinaprise:

Member countries through the Task Force and thMCN will develop and maintain
national AML/CFT strategies that are informed amlated by mutual evaluations
and FSAP.

Member countries will maintain systems to monitanpiementation of their
respective AML/CFT strategies and programmes.

Member countries will provide the ESAAMLG secregarivith updated copies of
their implementation plans and national progrepsms each June.

The ESAAMLG secretariat will develop and maintain AML/CFT monitoring
system to track the development of national stiategand the status of
implementation and advise the Council of Ministerstrends and possibilities for
mutual support.

The ESAAMLG secretariat will develop and implemeatregional AML/CFT
awareness programme.

The Task Force in conjunction with NMC will regulaiand systematically engage
with national policy makers with a view to integrgf national AML/ CFT strategies
into national financial sector reform programmesational anti-corruption

programmes and wider national development prograsntaeinclude securing the
necessary national budget for implementation. Iingloso, the Task Force in
conjunction with NMC will promote action to join uwith other key players at
national level including national anti corruptioadies and financial intelligence units
etc.

The ESAAMLG secretariat will effectively manage aéar programme of mutual
evaluations i.e. programme formulation, administeasupport, quality control and
follow up of recommendations

Objective 2): Member countries implement AML/CFT asares, meeting international
standards in accordance with their national strasegnd informednter alia, by mutual
evaluations and Financial Sector Assessment Pragearaports.

Expected result 2: Increased numbers of member stas meet international AML/CFT
standards.

Strategy

7. Our strategy for assisting member states to imphrtteeir national strategies will

comprise:



Member countries will participate in an ongoing &ay programme of mutual
evaluations conducted in accordance with mutuduevi@n procedures.

Member countries will participate in an ongoing €ay technical assistance needs
analysis process.

The ESAAMLG secretariat will effectively manage tmeutual evaluation and
technical assistance needs analysis programmes pr@gramme formulation,
administrative support, quality control and folloyy of recommendations.

The ESAAMLG secretariat will coordinate the devetegmnt of a regional advisory
and implementation assistance service. This wilinarily comprise maintaining a
network of experts from within the region who hazs@mmitted to assist member
countries with advice and assistance with implewgorn issues to which members
can tap into.

The ESAAMLG secretariat will source experts fromtside of the region with
specialist expertise where this is not availabtemfrwithin the region that member
countries could approach for implementation asst&a

Objective 3): Member countries will develop the cagcity of institutions and AML/CFT
practitioners.

Expected result 3: National bodies of AML/CFT expets and a regional cadre of mutual
evaluation experts.

Strategy

8.

Our strategy for developing regional capacithf @omprise:

Member countries will undertake national skills ésicbf AML /CFT practitioner
requirements and develop national capacity builgirmprammes.

Member countries will provide copies of nationalllskaudits to the ESAAMLG
secretariat, which will maintain a regional ovewief skills.

The ESAAMLG secretariat will maintain, with the stance of NMC, a regional
overview and coordinating mechanism for technissistance and training based on
information provided by NMC and national skills @&sd

The ESAAMLG secretariat will facilitate and orgamiexpert training both regionally
and within country at the request of member coastri

The ESAAMLG secretariat will facilitate mentoringggrammes for evaluators and
evaluator’'s participation as observers in evalueticarried out by the FATF and
other regional style FATF bodies.



The ESAAMLG secretariat will carry out a feasilyilétudy on the establishment of a
regional AML/CFT and anti-corruption training cesmtin partnership with a regional
institution. Subject to the results of the fea#pistudy, the ESAAMLG secretariat
may also oversee implementation of the centre.

The ESAAMLG secretariat will deliver 2 evaluatoaitring courses for 15 regional
experts twice yearly.

The ESAAMLG secretariat will ensure that the eviédudraining courses will result
in a ‘balanced pool’ of some 56 evaluation expbytshe end of the strategic planning
period.

A ‘virtual’ network will be developed and maintachédy the ESAAMLG secretariat

to ensure that the cadre of evaluation expertfudlyeapprised of latest developments
and encouraged to pass on their knowledge to dealeer expertise in country. The
ESAAAMLG web page will be enhanced to support thavork.

Objective 4): The ESAAMLG secretariat will provide guidance and disseminate
knowledge on latest AML/CFT developments, emergingsks and other lessons learned
to members, regional stakeholders and FATF.

Expected result 4: Council of Ministers and membercountries continually improve
their strategies based on acquired knowledge.

Strategy

9.

Our strategy for strengthening the knowledgeslmaswhich strategies are developed
will comprise:

The ESAAMLG secretariat will produce and distribueports on issues arising at
FATF meetings and implications for the region witB0 days of such meetings.

The ESAAMLG secretariat will produce an annual besis report covering all issues
and lessons learned arising from mutual evaluatioosuntry assessments,
implementation plans and progress reports, FATFtimge and typology exercises
etc. This will make recommendations to the Coun€iMinisters on how to apply

lessons learned.

The ESAAMLG secretariat will undertake one regiohglology exercise per year
addressing a priority issue of regional concerrthdugh primarily of benefit to
ESAAMLG members the results will be shared intdomally through FATF as a
means of contributing to global efforts.

The ESAAMLG secretariat will keep member countiig®rmed of FATF typology
exercises and encourage member countries to jpaticin such exercises and apply
lessons learned.



Objective 5): ESAAMLG Member Countries establish regional priorities for
implementing FATF recommendations.

Expected result 5: Improved focus of regional aational AML/CFT activity leading to
speedier implementation of FATF recommendations.

Strategy
10. Our strategy for setting regional prioritiedl womprise:

* The Council of Ministers will agree annually regidrpriorities for the year to be
incorporated in national strategies and programmes.

« The ESAAMLG secretariat will track implementatioh regional priorities through
national AML/CFT implementation programme progressorts.

Objective 6): ESAAMLG members should encourage noi=SAAMLG members in the
region to cooperate in the global fight against AML/ CFT and join ESAAMLG.

Expected result 6: Increased numbers of ESAAMLG meler countries providing a
stronger regional and international network.

Strategy
11. Our strategy for encouraging non members toEBAAMLG will comprise:

e The ESAAMLG secretariat will develop a ‘trail in'rgress for potential new
ESAAMLG members for approval by the Council of Mitars.

e The ESAAMLG secretariat will contact those courdrithat have expressed an
interest in joining ESAAMLG with a view to inductinthem into the trail in process

Objective 7): A sustainable and efficient Secretaat

Expected result 7: Expected results of objectives-46 of the strategic plan achieved and
targets set in the complementary annual work plan ret.

Strategy

12. A sustainable and efficient secretariat willdehieved through the following:

« The ESAAMLG secretariat will mobilise the additiofiands necessary to carry out
the activities attributable to the secretariat lie 3-year strategy and will ensure
timely payment of subscriptions from member co@stri

» The ESAAMLG secretariat will prepare and circulgpapers for ESAAMLG

meetings, including separate briefs for the Chairno the Task Force and the
President of the Council of Ministers, at leastéews in advance of meetings.



The ESAAMLG secretariat will follow up and tracketlimplementation of decisions
taken at ESAAMLG meetings.

The ESAAMLG secretariat will prepare and implemantimproved communications
strategy.

The ESAAMLG secretariat will improve accounting aargements and respond in
writing to external audit observations and recomdagions within 30 days of the
receipt of a written audit report.

The Task Force will commission an efficiency semytof the ESAAMLG secretariat.

Member Countries will assist the Secretariat irfgrening its activities by seconding
professional staff to the secretariat subject detailed work plan and the approval of
the Council of Ministers.

-10-



Regional analysis Aex 1

1. An analysis of the main issues in the region wadertaken on behalf of Member
Countries by an ESAAMLG working Group. This iderd the strengths, weaknesses and
the main challenges faced in the region. The arsalysve rise to the formulation of the 7
strategic objectives on which the 3-year strategyased. For ease of reference, the analysis
is summarised below under each of these objectives.

Objective 1): Member countries will develop nationa AML/ CFT strategies informed,
inter alia, by mutual evaluations and Financial Sector Assesgnt Programme reports.

2. Each member country has unique circumstances arslittdional frameworks and so

cannot take identical measures to achieve the medjunternational standard. Individual

country AML/CFT strategies and implementation pesgmes therefore need to be
developed and implemented. Developing nationategjfas and implementation programmes
is ultimately the responsibility of each member moy, which must own its strategy. The

aim should be that all 14 members have satisfacttrategies that are being implemented
within the first year of this 3-year ESAAMLG strate

3. A key FATF element of the Memorandum of Understagdipon which ESAAMLG

is founded is that member countries agree to ppatie in a programme of mutual
evaluations. These are to be undertaken according $tandard comprehensive process,
provide a status report and give recommendationgnproving systems. The output from
mutual evaluations therefore provides a basis fvetbping and/or improving national
AML/CFT strategies and implementation programmé&sie World Bank/IMF also engages
with some ESAAMLG members in its Financial Sect@s@ssment Programme (FSAP).
Such assessments also address the implementatiohTéf recommendations although they
cover issues beyond mutual evaluations. As sughtti®provide a basis for developing and
/ or improving national AML/CFT strategies and implentation programmes. The
ESAAMLG secretariat is coordinating the regionaltoal evaluation process. The World
Bank / IMF coordinate the FSAP.
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Example one

Mauritius has an AML/CFT strateg
that has been refined and improved
recommendations made in a Finang
Sector Assessment Programme repor,
mutual evaluation is planned for 20(
This too will inform the process ¢
continuous improvement of th
Mauritius AML/CFT strategy an(
provide Government and th
international community with a hig
level of assurance that satisfacte
action has been taken.

4. To maximise synergy and to avoid
y duplication of effort, ESAAMLG should ensure
bthat all its members benefit from a mutual
siagdvaluation or an assessment under the FSAP
t. Ance every 3 years (see example)onét the
6commencement of this 3-year strategy, 5
f member countries had completed mutual
eevaluations and a further 4 had been included in
1 the FSAP in the same period.

e

h5. Priority should be given to ensuring that

pryhose 5 members that have not yet had the
benefit of a mutual evaluation or an FSAP
assessment do so as soon as possible. One

challenge is for group members to translate themesendations from mutual evaluations
and FSAP reports into national AML/CFT strategiesl @anplementation programmes. This

will require articulation of recommen
Another challenge within Eastern an
programmes into national developm
AML/CFT programmes are to be give
competing national development

priorities.

dations intost&rategy and programme of action.
d Southern Afris to fully integrate AML/CFT

ent programmess T absolutely necessary if
n due recognitiond funding in light of the many
In sonmestances, the results and

recommendations of mutual evaluations alone maybeosufficient to make a convincing

case for priority consideration within a
of the scale of the money laundering p

membermoy For example, a detailed assessment
roblem iradiqular country may also be required to

drive home the message that actions need to ben.tdkewill also be necessary that
implementation of the FATF recommendations doesadeersely impact on the poor.

6. Another perceived problem within

the region is tha issue of money laundering is

misunderstood and regarded as a separate, ‘stand’ @ntity. This is evidenced by the fact

that some member countries have d

eveloped finarsgelor reform strategies and anti

corruption strategies that have failed to addre&§H-recommendations. In relatively few
instances have measures to combat money laundanidghe financing of terrorism been

integrated with national development

programmese Bolation of AML / CFT from the

wider development efforts in the region is a prablihat needs to be remedied by member

countries. The ESAAMLG secretariat
AML/CFT awareness programme.

can help bydleping and implementing a regional

7. Country policy makers should be aware that AML/CRleasures are essential to

financial sector development and that
other criminal activity. Corruption is o

money latundeis the flip side of corruption and
ne of theedicate offences for money laundering.

Cutting off the means to use the proceeds of crisna major deterrent. The ability to

investigate and repatriate the proceeds of coooptould provide member countries with
“many millions of dollars” in returned revenue.idttherefore of paramount importance that
that AML/CFT programmes are integrated not onlyhimtnational development plans but
also within financial sector reform and anti cotrap programmes.

8. The ideal time to engage country policy makersdtailed discussion on how to integrate

AML/CFT measures with wider reform

programmes isimy the period leading up to the

update of national development programmes. It alakes sense to time, wherever possible,

mutual evaluation exercises so that t

he resultsaaedlable to feed into the information
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gathering process that takes place prior to upgatational development plans. That said, the
timing of national development plan updates shootit be the sole factor. Regular

AML/CFT policy discussions to ensure integrationosld take place within member

countries.

9. Each member country has its own National Multigiboary Committee (NMC) to
advise on AML/CFT policy and implementation issul84C need to be more dynamic in
pursuing AML/CFT reform nationally. For example,hias been recognised that stronger
links need to be forged at country level betweenQN&hd other major players such as anti
corruption agencies, national law enforcement aigenéinancial intelligence units and those
government bodies leading on national developmeoggrammes. Inviting representatives
from these agencies and bodies to be part of NMZ lmaone way of achieving closer links.

Objective 2): Member countries implement AML/CFT measures, meeting international
standards in accordance with their national strateges

10. ESAAMLG members are at various stages of attainmgrnational AML/CFT
standards and can be broadly categorised as adi/anvederately advanced and less
advanced. As recorded under objective one, it eeted that each member country will
have an integrated AML/CFT strategy and impleméotaprogramme funded from its
national budget. Progress towards meeting inteynali standards will then be assessed
against targets set in national strategies andemghtation plans. It is expected that member
countries should have robust monitoring systems wifk allow them to keep track of
national implementation.

11. It is also expected that output from national mannilg systems should be provided
annually to the ESAAMLG secretariat each June tabén the secretariat to prepare a
performance summary for the August meetings. Wiisalso enable the secretariat to assess
what mutual assistance might be given within theugrand help members to better manage
and coordinate the activity of donors.

Example twa: 12. Advanced members have a role to play in
assisting their fellow ESAAMLG members to
The establishment of Financialprogress towards meeting international
Intelligence Units (FIUs) is a key FAT[F standards. This can be achieved if advanced
recommendation. Within the region,members provide expert advice and assistance to
South Africa and Mauritius have well-less advanced countries based on their
established FIUs) that are internationallgxperience (see __example fwo Mutually
recognised as centres of excellencesupportive action helps to raise the collective
Both units are members of the Egmonstandard throughout the region. The ESAAMLG
Group (the international association |ofecretariat has a role to play in facilitating such
FIUs). Experts from each unit will support by acting as a ‘clearing house’ to match
advise and assist other ESAAMLGavailable expertise with need.

members to establish their own FIUS

based on unigue regional circumstances.
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Objective 3): Member countries will develop the cagcity of institutions and AML/CFT

practitioners

13. There is a global shortage of skills in the field AML/CFT including within
developed countries. With the exception of Southic&f and Mauritius the skill base of
ESAAMLG AML/CFT practitioners is not surprisinglylso perceived as low. This lack of
regional capacity is a major drawback to succelgsiohplementing regional AML/CFT
strategies and programmes. Three general obsargatan be made to set the context:

« ESAAMLG members are at various stages of developtinan can be broadly
categorised as advanced, moderately advanced ssxddganced.

» National institutions and practitioners requireaage of skills that broadly fall
into five main categories — strategy developmeptogramme management;
legislative / regulatory; financial; law enforcememd judicial; and specialist
(such as forensic accountancy and expertise inahlggal assistance).

* The immediate requirement for these skills can la@pad onto the stages of
development along the lines set out in table one.

Table one: Matching priority capacity requirement to stage of AML / CFT development

Stage of AML/CFT | Priority capacity requirement
development

Less advancegdDevelop strategy and implementation skills. Devetapacity for
members formulating legislation and regulations.

Moderately advancedEstablish / improve and operationalise national A®ET support

members institutions and individuals

Intelligence Units.

enforcement agencies, investigation agencies andanEial

working in them suchs daw

Advanced members Develop specialised skills suctthase needed for successf

AML prosecutions, forensic

experts and skills required for asset repatriation.

accountants, mutual lexgsistance

14. The ESAAMLG secretariat has
facilitated a regional capacity developme
programme over the last
few years that has included:
- 3 sub regional awareness-raising workshops
- 2 legislative drafting workshops
- 1 IMF judicial training workshop
- 1 AML / CFT strategy development worksho
- 1 specialist drug workshop (see example thr

15. ESAAMLG member countries need to bui
on earlier capacity development work. In doingtse i

Example three:

In November 2002, the ESAAMLG

secretariat met a request from t

Zambian drugs Commission to

organise specialised training

respect of investigation techniques

needed to support national arn
money laundering laws. Th
Zambian Drugs Commission h

subsequently successfully

investigated a number of cas

ul

he
in
t

e
AS

€S

using these techniques.
|91+

recognised that the skill shortage needs to

addressed in a more systematic way and that natgkiés audits are a prerequisite for
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developing national and regional capacity develaopmgrogrammes. Member countries
should take the lead although the ESAAMLG secratashould continue to facilitate and

organise capacity development training based oromalt skills audits at the request of
member countries. In this respect, the ESAAMLG skiaiat should maintain, with the

assistance of NMC, a regional overview and cootdigamechanism for technical assistance
and training based on information provided by NM®@ aational skills audits.

16. The ESAAMLG secretariat could also conduct a felssibstudy on establishing a

regional centre of excellence for training AML/CRhd anti corruption practitioners in

partnership with a regional institution. Subjecttl® results of the feasibility study, the
ESAAMLG secretariat may also oversee implementatibthe centre. It is envisaged that
members will wish to make more use of the compbiesed training packages that the
ESAAMLG secretariat is proposing to develop in assion with the United Nations and

others. Developing awareness should be an ongeqgrement throughout the period of the
strategy.

17. The ESAAMLG secretariat should continue to devealegional capacities in each of
the broad skill categories identified above as pafrtthe mutual evaluation process.
Specifically it should organise training for indivals that will be involved in the mutual
evaluation process that, coupled with the expeeesictaking part in a mutual evaluation,
will provide a solid foundation for those who migbtbsequently be involved with the
implementation and operation of AML/CFT systemsislenvisaged that trained evaluation
experts will be able to provide basic training toolleagues in country.

18. The ESAAMLG secretariat has trained a cadre of s@theegional AML/CFT expert
evaluators (see table tvimelow). The experts need to be further developéa a ‘balanced
pool’ with representatives from each member courfigr example, it can be seen from the
table that the cadre is currently drawn from 9tef 14 ESAAMLG member countries and
that relatively few law enforcers have been traiascpart of the mutual evaluation process.
The current cadre also includes only one policy enakPolicy makers as potential
‘evaluatees’ would benefit greatly from the asstsmiaraining.

Table two: ESAAMLG cadre of regional evaluators asat December 2004

Category SA MR TZ NB KY UG SWzZ | MW | Total
Policy 1 1
Legislative | 1 2 2 1 1 1 1 9
Financial 2 1 2 2 3 1 1 1 13
Enforcement 2 1 1 1 1 6
Total 6 4 5 4 4 2 2 2 29

19. The experience of the ESAAMLG secretariat is thatl@ator training should not be
given too far in advance of the evaluations. Thiéenogm size of the cadre i.e. to support the
mutual evaluation process and to develop a natiemaice of expertise is regarded as 56 i.e.
about double the current level. The standard et@iteining course is two weeks long and
can accommodate up to 15 evaluators. Ideally twaluator-training courses should be
undertaken each year. Based on experience, thevemrnate of evaluators is also likely to be
high at approximately 15 per year. Given theserégua sustainable cadre of the optimum
level could be achieved by the third year of tmatsgy.
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20. The cost per evaluator training course is estimated25,000. The total cost, which
would be additional to the core budget of the ESAAB/secretariat, will therefore be in the
region of $50,000 per year or $150,000 over thee&@\period of the strategy. Finally, it
should be noted that if the cadre is to be maiethims a national source of expertise that can
pass on knowledge to others in country it will bgportant to maintain a network of trained
experts and ensure that they are fully appraisetkeglopments. A ‘virtual’ network for the
electronic exchange of information should therefbeedeveloped by the secretariat. Some
enhancement of ESAAMLG’s webpage will also be respiito support this. “Top up’
training of evaluators may be required in the rasdtegic planning period.

Objective 4): The ESAAMLG secretariat will provide guidance and disseminate
knowledge on latest AML/CFT developments, emergingsks and other lessons learned
to members, regional stakeholders and FATF

21. Member countries and other regional stakeholdeexdrte be informed of latest
developments, trends, emerging threats and othsofs learned as a means of continuously
improving and innovating their AML/CFT strategieShe process of knowledge
dissemination and lesson learning needs to bersgséite In acquiring knowledge both global
and regional issues need to be embraced. The ESARB#cretariat is well placed to inform
members on what is happening in the global foruomfrinformation obtained from
attendance at FATF meetings and its mandate faatveolicy watch”.

22. It is also possible to draw on the results of mueeluations, country assessments
and AML/CFT implementation progress reports as amseof learning lessons for region-
wide application. However lessons learned are amdgful if they are practically and
systematically applied. This will require the pratan of an annual regional synthesis report
with recommendations for action to be taken by E®A& members. Such a report should
be presented to the Council of Ministers at itsumhmmeeting. It should be distributed to
regional stakeholders and placed on the ESAAMLGsielio ensure that lessons are widely
communicated.

23. “Typology” exercises examine in depth a particutsue of concern with a view to

disseminating knowledge on emerging threats and timse might be addressed. Some
member countries have undertaken such studiegiseeple fouy.
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Example four:

Asian market. The proceeds of this
illegal activity, which is estimated at
some millions of US dollars per year,
are being laundered both in South Africa
and internationally including for the
purchase of drugs. Cutting off the
escape route by eliminating the means
by which to use the proceeds of crime
will help to secure bio diversity in the

24. ESAAMLG members would benefit from
other typologies with a regional focus. The
There are a number of endangefeBESAAMLG
species of fish that inhabit the coastatommission one typology exercise per year,
waters off South Africa. A typologies three over the period of the plan that could focus
study has identified that some are beingn one or more of the following areas of
illegally caught and processed for theoncern:

secretariat should therefore

Non profit organisations

Privatisation

The growth in regional stock markets
Government Procurement, particularly in
relation to infrastructure projects

Small arms

Endangered species (bio diversity)
Drugs

Minerals

drug trafficking and trans nation
crime.

region and reduce the associated risks of

e Car theft
« Alternative remittance systems

Objective 5): ESAAMLG Member Countries establish regional priorities for

implementing FATF recommendations

25. ESAAMLG has a role to play

in advising on prioritysues that members could

pursue in harmony that would prepare them for finiplementation of the FATF

recommendations. Advice given by t

he Council of isters has to be evidence-based

drawing on lessons learned and in particular theuahsynthesis report discussed above

under objective four. Advice on prioriti

es should gystematic i.e. annual, as other similar

trends or common issues will undoubtedly emergenduhe period of the strategy.

Example five

The customer due diligence obligation i®

fundamental to meeting internation
standards. Most member countries h

a CDD regulation established by th if

Central Bank. However, the standa

by which the FATF obligation is being

applied differ greatly throughout th
region. A great many Africans do n
have ID and many towns and villages
the region do not have addresses. Th
dilemmas need to be addressed
ESAAMLG.
standard based on risk could help m

Agreeing a regional

26. By way of illustration, the group’s
experience to date has revealed that action could
ioe taken now on raising regional standards
afelating to the application of the “Customer Due
availigence” (CDD) principles including the need
{0 develop lists of Politically Exposed Persons
fngEPs) - see example fivéA concerted regional
effort to improve CDD standards based on a
eregional risk analysis could help move countries
otforward in a harmonised way while not diluting
ifhe twin principles that each country requires
elpique solutions to its unique problems and that

ch country will need to meet each of the
ATF recommendations.

DV

e
members immediately closer toward$Pbiective 6): ESAAMLG members should

implementing the
recommendations and
international standards.

attaini

FATF

encourage non-ESAAMLG members in the
1g{egion to cooperate in the global fight against
AML / CFT and join ESAAMLG
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27.
efforts to combat money laundering and the

ESAAMLG provides a mutually supportive network farmonisation and synergy of

finagpciof  terrorism. It comprises a

homogenous geographical group and should remainiig There are four countries in the
region that are not currently members of ESAAML@nRgola, the Democratic Republic of

Congo, Madagascar and Comoros Island.

28. There would be mutual benefits to the
countries joining the group (see example).si
Bringing these four countries into the ESAAMLG
fold would strengthen the existing regional netwo
increase synergy and reduce risks to mem
countries by eliminating potential hiding places fi
the proceeds of crime in neighbouring counti
However, care needs to be taken when expant
the group membership as there could

administrative problems in respect of non-Engli
speaking countries. As the potential new memb
will probably be starting from a low FATF-baselir
a “trail in” process will also need to be developed

Example six:

Non-ESAAMLG countries in the
region stand to gain a good deal from
becoming members. They will be
able to share in the exchange |of
information and mutual support [n

strengthening systems relating to the
fight against corruption and in
particular money laundering and the
financing of terrorism. They will

benefit from the support services
provided by the ESAAMLG
secretariat. Above all, by joining in
the fight against money laundering
they will improve the security of thelr
financial systems and cut off a major
incentive to corruption and oth
criminal activity.

Objective 7): A sustainable and efficient secretaait

29. When ESAAMLG was first established
1999, a goal was to finance through members
subscription the core activities of the secreta
i.e. that required by member countries to h¢
them to implement their national AML/CF]
strategies. This goal has yet to be achie
because some member countries are not pa
their subscriptions until towards the end of t
financial year and there are some arrears

example seven It should also be noted thg
subscriptions only
cover the costs of one AML /CFT profession
(the Executive Secretary) and 4 administrat
personnel. As an increase in the rate

subscriptions is deemed to be unlikely over t
period of this strategy none has been assumed.

Example seven

Since
ESAAMLG secretariat has evolved
from a single desk in the Tanzanign
Ministry of Finance to a fully-fledged
autonomous body with its own offices
and the means by which to implement
and communicate the objectives
member
period all the original targeted countries
have acceded
Memorandum of Understanding. Wh
some member countries need to |
their
collection rate for subscriptions has
increased over the period to its curr
level of 90 per cent.

its inception in 1999, the

of

countries. Over the same
the ESAAMLG
le
bay

e

to

subscriptions  earlier, th

PNt
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30. The secretariat remains heavily dependent on thénu@tion of external assistance.
Donations will be sought for programme activity whéhis is not covered by the funds from
subscriptions. An immediate challenge is the stgy@rtof professional expertise. Ideally the
secretariat should have professional skills inafeas of finance, law and law enforcement as
this would ease the burden placed on the secrebyrithis strategic plan and in particular the
proposed expansion of the mutual evaluation programAny increase in the size of the
secretariat should be subject to a detailed wosdhn @End the approval of the Council of
Ministers.

31. If the secretariat is to be successful in mobisadditional funds, it will need to
demonstrate that it is making the most of its éxgstresources through efficient work
practices. ldeally, work practices should be subjec continuous improvement for the
duration of the strategy. This could be ensured@¢doymissioning an independent efficiency
scrutiny that looksinter alia, at the structure of human resources includingdtfaition of
roles and responsibilities and following up theoramendations of the scrutiny during the
period of the strategy. The efficiency scrutiny Idoalso consider the case for a steering
group to guide the work of the secretariat. Thegased focus on results promulgated by this
strategy will require the development of an impbveommunication strategy and
improvements to the ESAAMLG webpage.

32. There are a number of improvements that could be&lemanmediately to the
secretariat’s work practices pending the propogsdiency scrutiny. These include setting
targets for the distribution of papers prior to ggomeetings and targets for providing the
minutes / recommendations arising from meetings falldwing these up. Targets should
also be set for responding to audit reports andeémenting their recommendations.

33.  Earlier sections of the strategy have explained#ekground and justification for the
activity for which funds additional to that provii¢hrough subscription have to be sought.
For ease of reference, details are summarised belotable three Provision for a law
enforcement expert, currently provided by the UNnkte, and for a legal expert needs to be
made subject to a detailed work plan from the Sadet. It can be seen that $1.2 million
will probably need to be mobilised over the peraddhe strategy. This is approaching twice
the level of annual funds mobilised over the preug@®-year period. Existing and potential
new donors may be approached for pledges of cadiand/or increased funding.

Table three: Summary of additional funding requirements

Activity Cost per year US $| Cost over  3-year
period

Mutual evaluations 125,000 375,000

Evaluator training courses 50,000 150,000

Establish regional training centre 100,000 300,000

Synthesis report 25,000 75,000

Typology exercises 50,000 150,000

Communications strategy and systena®,000 150,000

enhancement

Total 400,000 1,200,000

Average amount currently mobilise@230,000)

annually

Difference 170,000 (74 %)
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* Law enforcement expert and legal expert are notricluded in the above table.

34. The secretariat needs to strengthen its accouatirapgements. A new accounting
package needs to be implemented with associatégingafor the group’s accountant.

Consideration should also be given towards the iappent of professional accountants from
one of the large international accountancy firmet tis based locally to provide audit and
accountancy assistance as provided for in the ¢gaupmorandum of understanding. The
tight timescale of only a few weeks between theuahglosure of the books and the date of
the annual meeting is also worth noting. Considemashould be given by the Council of

Ministers to changing the dates of the accountiearyto allow more time for the closure of

the books and the external audit to take placelvamace of the meeting.
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Annex 2

Summary of strategy by responsibility
Council of Ministers

* The Council of Ministers will agree annually regidrpriorities for the year to be
incorporated in national strategies and programmes.

Member countries

* Member countries through the Task Force and thBACNwill develop and maintain
national AML/CFT strategies that are informed amlated by mutual evaluations
and FSAP.

« Member countries will maintain systems to monitanpiementation of their
respective AML/CFT strategies and programmes.

*  Member countries will provide the ESAAMLG secregarivith updated copies of
their implementation plans and national progrepsms each June.

* Member countries will undertake national skills #ésicbf AML /CFT practitioner
requirements and develop national capacity builgrmprammes.

 Member countries will provide copies of nationalllskaudits to the ESAAMLG
secretariat, which will maintain a regional ovewief skills.

* Member Countries will assist the Secretariat irfqgrening its activities by seconding
professional staff to the secretariat.

* Member countries will ensure timely payment of suipgions.
Task Force and NMC

* The Task Force in conjunction with NMC will reguiaand systematically engage
with national policy makers with a view to integraf national AML/ CFT strategies
into national financial sector reform programmesational anti-corruption
programmes and wider national development prograsntaeinclude securing the
necessary national budget for implementation. Iingloso, the Task Force in
conjunction with NMC will promote action to join uwith other key players at
national level including national anti corruptioadies and financial intelligence units
etc.

* The Task Force will commission an efficiency saytof the ESAAMLG secretariat
ESAAMLG secretariat
» The ESAAMLG secretariat will develop and implemeatregional AML/CFT

awareness programme.
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The ESAAMLG secretariat will effectively manage aéar programme of mutual
evaluations i.e. programme formulation, administeasupport, quality control and
follow up of recommendations

The ESAAMLG secretariat will develop and maintain AML/CFT monitoring
system to track the development of national stiategand the status of
implementation and advise the Council of Ministerstrends and possibilities for
mutual support.

The ESAAMLG secretariat will coordinate the devetmnt of a regional advisory
and implementation assistance service. This wilingrily comprise maintaining a
network of experts from within the region who has@mmitted to assist member
countries with advice and assistance with implert@m issues to which members
can tap into.

The ESAAMLG secretariat will source experts fromtside of the region with
specialist expertise where this is not availabtemfrwithin the region that member
countries could approach for implementation asst&a

The ESAAMLG secretariat will maintain, with the stance of NMC, a regional
overview and coordinating mechanism for technisaistance and training based on
information provided by NMC and national skills @sd

The ESAAMLG secretariat will facilitate and orgamiexpert training both regionally
and within country at the request of member coastri

The ESAAMLG secretariat will facilitate mentoringggrammes for evaluators and
evaluators’ participation as observers in evaluegticarries out by the FATF and other
FSRBs.

The ESAAMLG secretariat will carry out a feasilyilétudy on the establishment of a
regional AML/CFT and anti-corruption training cesmtin partnership with a regional
institution. Subject to the results of the fea#ipiktudy, the ESAAMLG secretariat
may also oversee implementation of the centre.

The ESAAMLG secretariat will deliver 2 evaluatoaitring courses for 15 regional
experts twice yearly.

The ESAAMLG secretariat will ensure that the evidudraining courses will result
in a ‘balanced pool’ of some 56 evaluation expbytshe end of the strategic planning
period.

A ‘virtual’ network will be developed and maintachédy the ESAAMLG secretariat
to ensure that the cadre of evaluation expertfudlyeapprised of latest developments
and encouraged to pass on their knowledge to dealeer expertise in country. The
ESAAAMLG web page will be enhanced to support teevork.
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The ESAAMLG secretariat will produce and distribueports on issues arising at
FATF meetings and implications for the region witBO days of such meetings.

The ESAAMLG secretariat will produce an annual besis report covering all issues
and lessons learned arising from mutual evaluatioosuntry assessments,
implementation plans and progress reports, FATFtimge and typology exercises
etc. This will make recommendations to the Coun€iMinisters on how to apply

lessons learned.

The ESAAMLG secretariat will undertake one regiohglology exercise per year
addressing a priority issue of regional concerrthdugh primarily of benefit to
ESAAMLG members the results will be shared intdomally through FATF as a
means of contributing to global efforts.

The ESAAMLG secretariat will keep Member Countrisgormed of Member
Countries to participate in such exercises andydppkons learned.

The ESAAMLG secretariat will be track implementatiof regional priorities through
national AML/CFT implementation programme progresysorts.

The ESAAMLG secretariat will develop a ‘trail in'rgress for potential new
ESAAMLG members for approval by the Council of Mitars.

The ESAAMLG secretariat will contact those courdrithat have expressed an
interest in joining ESAAMLG with a view to inductjrthem into the trail in process.

The ESAAMLG secretariat will approach donors fag ffrovision of a legal expert to
work in the secretariat subject to a detailed wadn and the approval of the Council
of Ministers.

The ESAAMLG secretariat will mobilise the additidriands necessary to carry out
the activities attributable to the secretariatia 8-year strategy.

The ESAAMLG secretariat will prepare and circulgpapers for ESAAMLG
meetings, including separate briefs for the Chairno the Task Force and the
President of the Council of Ministers, at leastéeWws in advance of meetings.

The ESAAMLG secretariat will follow up and tracketiimplementation of decisions
taken at ESAAMLG meetings.

The ESAAMLG secretariat will prepare and implemantimproved communications
strategy.

The ESAAMLG secretariat will respond in writing éxternal audit observations and
recommendations within 30 days of the receipt wfiten audit report.

The ESAAMLG secretariat will improve accountingargements.
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Annex 3

A developmental approach for the implementation othe
ESAAMLG Strategic Plan

ESAAMLG member countries must remain committednmg@lementing the full range of the

FATF 40+9 Recommendations to combat money laundeaimd terrorist financing. This

objective is expressed in the ESAAMLG MemorandumUsfderstanding and the draft
ESAAMLG Strategic Plan which is due to be considelog the Council of Ministers at its

August 2005 meeting. All member countries can exahireal progress in meeting this
objective if the steps followed in this procesddal a logical sequence to implement an
AML/ CFT system built on a solid foundation appriape to that country’s needs.

The developmental approach set out in this annesee&s to give effect to the objectives of
the ESAAMLG Strategic Plan 2005-2008, namely thatreember countries implement
international AML/CFT standards in accordance whtgir national strategies. In doing so, it
nevertheless focuses on strategic objectives twidtaee of the strategic plan, which will be
the core to a country’s future AML/ CFT systems.

The premise of the approach is that a country carese real progress in complying with the
FATF requirements if the development of its AML/CE¥stem starts on a solid foundation.
This foundation will then provide a basis upon whic complete system can be built in a
continuous process. To this end the proposalleritsit:

A list of priority areas for a country should besmdified from the FATF 40 + 9
Recommendations.

A targeted programme commences by which countiissdeek to reach compliance
with these recommendations.

Countries implement the recommendations in idexiilé stages, using a phased
approach.

Countries’ progress in the implementation of thr@oremendations is appraised.
Developmental areas in relation to the recommeadstare identified on the basis of
these appraisals.

The provision of technical assistance to countiresrespect of their individual
developmental areas is facilitated.

Countries continue the process to adapt their natidAML/CFT strategies and
develop their AML/CFT frameworks in accordance witie full FATF 40 + 9
Recommendations.

Countries undergo mutual evaluations to monitoirtpeogress in relation to their
continued development of their AML/CFT frameworks.

The criteria a country needs to implement as adation comprise elements applicable to its
criminal justice system; preventive measures; athimation of the system; and areas of
international cooperation. An example of thesersiareas (with the corresponding FATF
Recommendations) is set out as follows:
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Criminal Justice
R1 and SRI: Criminalise money laundering and fima@gof terrorism
R3 and SRIll: Freezing and forfeiture of proceefisrone and terrorist related property

Preventive

Customer due diligence

R 5: Client identification

R6: Systems in financial institutions to deal wRBP’s
R10: Keeping records of transactions

Reporting

R13 and SRIV: Reporting of suspicious transactionsmoney laundering and terrorist
financing

R11: Attention to complex transactions

R4: Relax financial institution secrecy

R14: Protect persons making reports

Administrative

R27: Mandate for investigating authorities

R28: Powers of investigating authorities to obtdmeuments and information
R27: Mandate for investigating authorities

R28: Powers of investigating authorities to obtdmeuments and information

R23: Supervision of financial institutions
R26: Establish a Financial Intelligence Unit (FIU)

International

R35 and SRI: Ratify UN Conventions and implement3dN\Resolutions
R36 to 39: Offer mutual legal assistance and eiticad

R40: Other forms of co-operation

There may be other criteria of particular relevatwespecific countries, depending on the
circumstance in that country.

Appraisal

The draft ESAAMLG Strategic Plan states that pregrim the implementation of member
countries’ national strategies will be measurethe $trategic plan also requires that member
countries will have robust monitoring systems toaswe this progress. This will allow
member countries to keep track of their nationgllementation. The proposed mechanism
will facilitate this process by providing memberuotries with additional information to
gauge the areas where the development of their A¥IL/frameworks should be focused.

An appraisal mechanism will provide a status repand give recommendations for
improving systems. The output from such an appldilserefore provides a basis for
developing and/or improving national AML/CFT strgitess and implementation programmes.
This mechanism should serve to identify the tedknassistance needs of an individual
member country in respect of the fundamental reguants of its AML/CFT framework.
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The objective of such a technical assistance aggdramechanism should not be to rate
deficiencies in countries. Instead, individual cies should be able to use the results from
such an appraisal mechanism to gauge the stageewdloppment of their AML/CFT
frameworks. It makes sense therefore to use thétseto feed into the information gathering
process that takes place prior to updating natideatlopment plans.

The results of these assessments of individual rerobuntries should form the basis for
countries in planning the continued implementatwrtheir AML/CFT strategies. These
results will indicate the areas where more attentiothe development of specific measures is
required in each assessed country. This shouldtasdividual member countries to make
informed decisions on the sequence of implemematd their respective AML/CFT
strategies.

Technical assistance and training

The Strategic Plan indicates that the ESAAMLG i@t will maintain a coordinating
mechanism for technical assistance and trainingdéntifying the areas where development
of AML/CFT measures is needed, individual membemtnes will be in a position to assess
accurately where they will benefit most from teaahiassistance. Member countries will
then be able to collaborate with the ESAAMLG Seamiat in sourcing the most appropriate
forms of technical assistance from the donor comtywun

The process to implement technical assistance ghoeil ESAAMLG-owned and -driven.
The ESAAMLG Secretariat should lead this initiativehich should include a high level of
involvement from ESAAMLG member countries at eatzstge of the process.

Technical assistance providers should be encouragbdgise closely with the Secretariat to
ensure that technical assistance is coordinateébfpecretariat and provided on the basis of
needs in a targeted and focused manner.

Continuation of the process to build AML/CFT frameworks

The introduction of the fundamental elements oAML/CFT framework is the first step in
the process to establish a complete framework thatts the full FATF 40 + 9
Recommendations. Having these fundamental elementidace should place member
countries in a strong position to continue thiscess. In this way member countries will be
able to derive benefit from a continued technicssistance needs analysis process and
mutual evaluations within ESAAMLG.
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