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About the Training Modules

Combating Money Laundering and the Financing of Terrorism: A Comprehensive Training Guide is one of the 
products of the Capacity Enhancement Program on Anti–Money Laundering and Combating the Funding 
of Terrorism (AML/CFT), which has been co-funded by the Governments of Sweden, Japan, Denmark, and 
Canada. The program offers countries the tools, skills, and knowledge to build and strengthen their institutional, 
legal, and regulatory frameworks to successfully implement their national action plan on these efforts. 

This workbook is one of the following training course modules:

MODULE 1: EFFECTS ON ECONOMIC DEVELOPMENT AND INTERNATIONAL STANDARDS

Module 1 introduces the fundamental concepts of money laundering and terrorist fi nancing; their implications 
for development from economic, social, and governance perspectives; and existing international standards and key 
international players in the fi ght against money laundering and terrorist fi nancing.

MODULE 2: LEGAL REQUIREMENTS TO MEET INTERNATIONAL STANDARDS

Module 2 covers satisfying the international standards on AML/CFT and the legislative action that this usually 
requires. In exploring those implications and possible legislative needs, this workbook answers the following questions:

What are the international conventions and treaties that deal with AML/CFT?• 
What legal and institutional arrangements satisfy international standards?• 
What are the legal issues related to international cooperation?• 
Where can one fi nd model laws?• 

MODULE 3A: REGULATORY AND INSTITUTIONAL REQUIREMENTS FOR AML/CFT
Module 3a introduces the regulatory and institutional requirements for AML/CFT and addresses the following issues:

Responsibility for effective supervision• 
Institutions subject to AML/CFT compliance• 
The principal regulatory and institutional requirements• 
Internal audit and compliance programs• 
Professional associations and their roles• 
Enforcement of AML/CFT requirements• 

MODULE 3B: COMPLIANCE REQUIREMENTS FOR FINANCIAL INSTITUTIONS

Module 3b considers AML/CFT from the perspective of a bank or other fi nancial institution and provides the 
necessary information for employees of such institutions who deal with a wide range of AML/CFT issues. It also 
provides additional inputs for compliance offi cers of fi nancial institutions. A separate section of the workbook 
deals with some issues that are more pertinent to compliance offi cers.
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MODULE 4: BUILDING AN EFFECTIVE FINANCIAL INTELLIGENCE UNIT

Module 4 examines the fi nancial intelligence unit (FIU) and its role in the national AML/CFT regime and 
addresses the following issues:

Basic concepts of the FIU, suspicious transaction reports, and how they fi t into AML/CFT regimes• 
Building FIU functionality• 
Coordination and cooperation at the policy and operational levels• 
Skills, integrity, and security of FIU personnel• 

MODULE 5: DOMESTIC (INTERAGENCY) AND INTERNATIONAL COOPERATION

Module 5 introduces the importance of interagency and international cooperation in the fi ght against money-
laundering activities.

MODULE 6: COMBATING THE FINANCING OF TERRORISM

Module 6 focuses on combating the fi nancing of terrorism (CFT), a new area for many countries compared to 
the anti-money laundering (AML) effort. The workbook starts with a brief review of the CFT issues raised in the 
previous workbooks, addresses some general questions related to CFT, and then discusses the FATF Nine Special 
Recommendations on Terrorist Financing in combination with the international obligation of states.

MODULE 7: INVESTIGATING MONEY LAUNDERING AND TERRORIST FINANCING

Module 7 introduces the practice of investigating activities that involve laundering of the proceeds of crime and 
discusses investigations of terrorist fi nancing activities.
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Legal Requirements to Meet
International Standards

Satisfying the international standards for anti–money laundering and combat-
ing the fi nancing of terrorism (AML/CFT) has implications for a country’s legal 
framework and usually requires legislative action. In exploring those implica-
tions and possible legislative needs, this module answers the following questions:

1.  What are the international conventions and treaties 
that deal with AML/CFT? 3

1.1 United Nations Conventions and Resolutions 5
1.2 Regional legal instruments 6

2.  What legal and institutional arrangements satisfy international 
standards? 8

2.1 Criminalization of money laundering 8
2.2 Criminalization of terrorist fi nancing and associated money laundering 9
2.3 Predicate offenses for money laundering and methods for describing 

them 10
2.4 Scope of criminal liability 13
2.5 Freezing, seizing, and confi scating proceeds of crimes 16
2.6 Persons and entities subject to AML/CFT requirements 20
2.7 Integrity standards 23
2.8 Laws consistent with implementation of international standards 24
2.9 Interagency cooperation 25

3. What are the legal issues related to international cooperation? 26

3.1 Mutual legal assistance 26
3.2 International aspects of confi scation 27
3.3 Extradition 28
3.4 Other forms of international cooperation 28

4.  Where can one fi nd model laws? 31
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This module covers the following Recommendations of the 
Financial Action Task Force (FATF) on money laundering: 

Forty Recommendations on Money Laundering• 
Legal systems: Recommendations 1–4, 20, 23, 24• 
Institutional and other measures: Recommendations 31, 33, 34• 
International cooperation: Recommendations 35–40• 

Nine Special Recommendations on Terrorist Financing• 
Ratifi cation and implementation of UN instruments: Special • 
Recommendation I
Criminalizing the fi nancing of terrorism and associated money • 
laundering: Special Recommendation II
Freezing and confi scating terrorist assets: Special • 
Recommendation III
International cooperation: Special Recommendation V• 

At the end of Module 2, you should be able to

identify relevant international conventions, resolutions, and • 
instruments;
describe the objectives of international convention and resolutions;• 
discuss the legal framework for money laundering and terrorist • 
fi nancing;
describe what authorities need to consider when they establish an • 
AML/CFT legal framework; and
identify the elements of international cooperation needed to satisfy • 
international standards.
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How much do you know?

QUESTION 1. The Vienna Convention contains the most widely accepted defi ni-
tion of money laundering and calls upon countries to criminalize the activity on 
that basis.

a) True b) False

QUESTION 2. The Palermo Convention urges the countries to go beyond drug 
traffi cking as a predicate offense for the crime of money laundering. 

a) True b) False

QUESTION 3. UN Security Council Resolution 1373 does not require ratifi cation 
and implementation by a UN member country to have the force of law in that 
country. 

a) True b) False

QUESTION 4. Countries have discretion in how they may describe predicate 
offenses for the crime of money laundering.

a) True b) False

QUESTION 5. A person may not be convicted of money laundering if the predi-
cate offense occurs in another country.

a) True b) False

What are the international 
conventions and treaties 
that deal with AML/CFT? 

FATF’s Forty Recommendations on Money Laundering and its nine Special Recommenda-
tions on Terrorist Financing constitute the international standards on AML/CFT. The legal 
framework of a country’s AML/CFT regime should be consistent with those standards. 
Meeting the international standards almost always requires legislative and/or regulatory 
action (or another form of action, depending upon the legal system of the country).

An important part of the necessary action is to remove confl icts between the 
AML/CFT regime and other national statutes, regulations, and court decisions. If any 

—continued
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The international effort to fi ght crime began with the recognition that drug 
traffi cking—and associated money laundering—were truly international prob-
lems and could be addressed effectively only on a multinational basis. The 
United Nations (UN) was the fi rst international organization to take signifi cant 
action in this area. The UN is important because of its ability to establish inter-
national law. The UN’s effort was later expanded to include many other serious 
crimes—specifi cally terrorism and the fi nancing of terrorism. The FATF, the 
international standard setter for AML/CFT, took into account the international 
conventions dealing with AML/CFT, as it set about developing international 
standards for national regimes to fi ght these crimes.

This section introduces the UN Conventions and Resolutions that are relevant to 
the fi ght against money laundering and terrorist fi nancing: the Vienna Convention, 
the Palermo Convention, the International Convention for the Suppression of the 
Financing of Terrorism, and Security Council Resolutions 1373 and 1267, including 
a number of successor resolutions to 1267. UN conventions generally require ratifi -
cations or acceptance by a certain number of countries before they come into force. 
They also require ratifi cation and implementation by a member country before the 
convention has the force of law in that country. UN Security Council Resolutions, 
on the other hand, when passed in response to a threat to international peace and 
security under Chapter VII of the UN charter, are binding upon all member coun-
tries and immediately have the force of law in all member countries.

This section also introduces other legal instruments that are relevant because 
they have been adopted by regional bodies. These instruments should be imple-
mented by a country and have the force of law in that country. 

of a country’s laws, rules, or jurisprudence are inconsistent or in direct confl ict with 
the international standards, the inconsistencies may neutralize or negate the aspects 
of the AML/CFT regime. Thus, it is important to examine the country’s entire legal 
framework for potential confl icts that may render certain portions of the AML/CFT 
regime inoperable or ineffective. If there are potential confl icts, additional legal or 
legislative actions may be needed to eliminate them to achieve a legal framework that 
satisfi es international standards. Those actions are not covered in this module because 
they are specifi c to individual countries.
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1 http://www.unodc.org/pdf/convention_1988_en.pdf.
2 http://www.unodc.org/palermo/convmain.html.
3 http://untreaty.un.org/English/Terrorism/conv12.pdf.
4 http://ods-dds-ny.un.org/doc/UNODC/GEN/NO1/557/43/PDF/NO155743.pdf?OpenElement.
5 http://www.un.org/docs/scres/1999/sc99.htm.

United Nations Convention against Illicit 
Traffi  c in Narcotic Drugs and Psychotropic 
Substances (the Vienna Convention, 1988)1

As a result of growing concern with increased international 
drug trafficking and the tremendous amounts of related 
money entering the banking system, the UN, through its 
Drug Control Program, initiated an international agree-
ment to combat drug trafficking and the money launder-
ing resulting from it. Although the Vienna Convention 
does not use the term “money laundering,” it defines 
the concept and calls upon countries to criminalize the 
activity. However, the only predicate offenses for money 
laundering under the convention are crimes related to drug 
trafficking. The convention does not address preventive 
aspects of money laundering. The Vienna Convention came 
into force on November 11, 1990. It serves as a basis for 
several FATF Recommendations on preventing, detecting, 
and prosecuting money laundering. 

The International Convention against 
Transnational Organized Crime 
(the Palermo Convention, 2000)2

The Palermo Convention, which came into force on Sep-
tember 29, 2003, contains a broad range of provisions to 
fi ght international organized crime. Countries that ratify the 
convention must implement its provisions through passage of 
domestic laws. Specifi cally with regard to money laundering, it 
obliges each ratifying country to: 

criminalize money laundering and include at least all serious • 
crimes (not just drug traffi cking) as predicate offenses to 
money laundering;
establish regulatory and supervisory regimes to deter and • 
detect all forms of money laundering;
cooperate and exchange information, both domestically • 
and internationally, and consider the establishment of a 
fi nancial intelligence unit (FIU); and 
consider implementing feasible measures to detect and • 
monitor the movement of cash and appropriate negotiable 
instruments across its borders.

International Convention for the 
Suppression of the Financing of
Terrorism3 (the SFT Convention, 1999)
This convention requires ratifying countries to criminalize ter-
rorism, terrorist organizations, and terrorist acts. It applies to 
the offense of direct involvement or complicity in the inten-
tional and unlawful provision or collection of funds, whether 
attempted or actual, with the intention or knowledge that 
any part of the funds may be used to carry out any of the 
offenses described in the convention, or an act intended to 
cause death or serious bodily injury to any person not actively 
involved in armed confl ict in order to intimidate a population 
or to compel a government or an international organization 
to do or abstain from doing any act. Action in such a manner 
is an offense whether or not the funds are actually used to 
carry out any of the proscribed acts. The convention requires 
each country to take appropriate measures, in accordance 
with its domestic legal principles, for the detection and freez-
ing, seizure, or forfeiture of funds used or allocated for the 
purposes of committing the described offenses. The conven-
tion came into force on April 10, 2002.

UN Security Council Resolution 13734 (2001)
This resolution, which is binding upon all UN member coun-
tries, was adopted on September 28, 2001. It obligates all 
member counties to criminalize actions relating to the fi nanc-
ing of terrorism. It also obligates countries to:

deny all forms of support for terrorist groups;• 
suppress the provision of safe haven or support for terror-• 
ism, including freezing funds or assets of persons, organiza-
tions, or entities involved in terrorist acts;
prohibit active or passive assistance to terrorist groups; and• 
cooperate with other countries in criminal investigations and • 
in the sharing of information about planned terrorist acts.

UN Security Council Resolution 1267 
(1999) and its successors5

This resolution, which is binding upon all UN member 
countries (as are its successors), was originally enacted 

1.1 United Nations Conventions and Resolutions

 —continued
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1.2 Regional legal instruments 
Other legal instruments are relevant to your country depending upon its mem-
bership in regional organizations. Look at the groups below to see if your coun-
try is a member. Examine the requirements of the documents involved. Some 
of these documents may provide valuable guidance even if your country is not a 
member of the group that produced that document.

Not all regional groups have requirements that are separate from, or in addition 
to, the international standards set up by the FATF. In addition, regional groups 
often refer their members to model legislations, model regulations, or other 
instruments of other groups for guidance and best practices.

Central America and the Caribbean
Caribbean Financial Action Task Force (CFATF 19 Recommendations) (1990)

Kingston Declaration on Money Laundering (November 5–6, 1992)

For more information on the legal instruments listed above, see Appendix A.

Latin America and the Caribbean
Organization of American States/Inter-American Drug Abuse Control Commission 
(OAS/CICAD)

Model Regulation Concerning Laundering Offenses Connected to Illicit Drug Traffi cking 
and Other Serious Offenses

For more information on the legal instruments listed above, see Appendix A.

Europe
Council of Europe, Convention on Laundering, Search, Seizure, and Confi scation of the 
Proceeds from Crime (Strasbourg, November 8, 1990)

Council of Europe, Convention on Laundering, Search, Seizure, and Confi scation of the 
Proceeds from Crime and on the Financing of Terrorism (Warsaw, May 3, 2005)

European Union (EU), Council Directive on Prevention of Use of Financial System for 
Money Laundering (91/308/EEC)

EU, Directive 2001/97/EC of the European Parliament and of the Council of December 
4, 2001, amending Council Directive 91/308/EC on prevention of the use of the fi nancial 
system for the purpose of money laundering

EU, Directive 2005/60/EC of the European Parliament and of the Council of October 
26, 2005, on the prevention of the use of the fi nancial system for the purpose of 
money laundering and terrorist fi nancing

For more information on the legal instruments listed above, see Appendix A.

to require member states to freeze the assets of the Tali-
ban. It was followed by Resolution 1333, which dealt with 
freezing the assets of Osama bin Laden and 
Al-Qaeda. Later resolutions—1363, 1390, 1452, and 
1455—established monitoring arrangements, merged 

lists of assets to be frozen, and took other measures to 
improve implementation.

The 1267 Committee issues a list of individuals and entities 
whose assets are to be frozen and has procedures to be used 
to make additions and deletions from the list. 
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Knowledge check

Which of the following statements are true? 

QUESTION 6. The Vienna Convention contains a defi nition of money laundering 
and calls upon countries to criminalize the activity. 

a) True b) False

QUESTION 7. The Palermo Convention contains a broad range of provisions to 
combat drug traffi cking and criminalizes money laundering. 

a) True b) False

QUESTION 8. Resolution 1373 does not require ratifi cation and implementation 
by a UN member country to have the force of law in that country. 

a) True b) False

QUESTION 9.  Resolution 1267 requires all member countries to deny all forms 
of support to terrorist organizations. 

a) True b) False
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Every country should take steps to ensure that its AML/CFT legal framework 
meets international standards. The FATF, the international standard setter for 
AML/CFT, recognizes that because each country is different, the legal and 
institutional measures adopted to meet the standards will refl ect the character-
istics of individual legal systems. Accordingly, FATF’s international standards are 
established as principles to permit each country to adopt laws consistent with 
its own legal precepts and constitution, as well as its own cultural and economic 
circumstances. The international standards are:

Criminalization of money laundering on the basis of the Vienna and Pal-• 
ermo Conventions (R1) 
Criminalization of terrorist fi nancing and associated money laundering (R1, • 
SRI, SRII)
Predicate offenses: criminal offenses to be included as predicate offenses for • 
money laundering and methods for describing them (R1)
Scope of criminal liability (R2)• 
Freezing, seizing, and confi scating proceeds of crimes (R3, SRIII) • 
Persons and entities subject to AML/CFT requirements (R5, R12)• 
Integrity standards (R23, R24, R33, R34)• 
Financial institution secrecy laws consistent with implementation of inter-• 
national standards (R4)
Interagency cooperation (R31)• 

Now let us look at each of the above requirements.

2.1 Criminalization of money laundering 
Countries need to have a legal framework that criminalizes money laundering. 
Criminalization serves three principal objectives:

It creates criminal liability for acts that may seem innocent while in reality • 
they are closely linked to criminal activities. 
It establishes a specifi c basis for greater international cooperation in this • 
critical law enforcement function. 
It compels compliance with AML/CFT preventive measures (covered in • 
Module 3a).

What legal and institutional 
arrangements satisfy 
international standards? 
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Criminalization of money laundering should be accomplished on the basis of, 
and in accordance with, the Vienna and Palermo Conventions, as provided in 
the fi rst paragraph of FATF Recommendation 1. For more information on Rec-
ommendation 1, see Appendix B.

WHAT CATEGORIES OF ACTIVITY MAKE UP THE CRIMINAL OFFENSE OF MONEY LAUNDERING?

Under the Vienna Convention (articles 3(1)(b)(i) and (ii) and article 3(1)(c)(i)) 
and the Palermo Convention (article 6(1)), there are three categories of activity 
that constitute the criminal offense of money laundering. The fi rst two catego-
ries have to be incorporated into domestic law; the third category is not manda-
tory if it contradicts the country’s fundamental legal principles. The categories 
are as follows:

1) Conversion or transfer of property. The conversion or transfer of property, 
knowing that such property is the proceeds of a crime, for the purpose of 
concealing or disguising the illicit origin of the property or of helping any 
person who is involved in the commission of the predicate offense to evade 
the legal consequences of his or her action;

2) Concealment or disguise of property. The concealment or disguise of the 
true nature, source, location, disposition, movement, or ownership or rights 
with respect to property, knowing that such property is the proceeds of 
crime; and 

3) Acquisition, possession, or use of property: Subject to the country’s funda-
mental legal principles, the acquisition, possession, or use of property, know-
ing, at the time of receipt, that such property is the proceeds of crime.

Countries should also criminalize participation in, association with, or con-
spiracy to commit, attempt to commit and aiding, abetting, facilitating, and 
counseling the commission of any of the offenses established in accordance with 
categories 1, 2, and 3 above, unless this is not allowed in accordance with the 
fundamental legal principles of the country. 

Other requirements related to the criminalization of money laundering are 
discussed in the following sections.

2.2 Criminalization of terrorist fi nancing and associated money 
laundering

Directly related to the criminalization of money laundering is the criminaliza-
tion of terrorist fi nancing. FATF Special Recommendation II calls upon each 
country to criminalize the fi nancing of terrorism, terrorist acts, and terrorist 
organizations. The crime of terrorist fi nancing is defi ned in Articles 2(1), (4), 
and (5) of the UN International Convention for the Suppression of the Financ-
ing of Terrorism and in the Interpretative Note of Special Recommendation II. 
In addition, under this Special Recommendation, countries are to ensure that 
such offenses are designated as predicate offenses for money laundering (see the 
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next section for a discussion of predicate offenses). For more information on 
Special Recommendation II, see Appendix C.

Also related to the criminalization of terrorist fi nancing is Special Recommen-
dation I, which calls upon each country to ratify and implement fully the UN 
International Convention for the Suppression of the Financing of Terrorism. For 
more information on FATF Special Recommendation I, see Appendix D.

FATF Recommendation 35, which deals with international cooperation, directs 
all countries to take immediate steps to become a party to and implement fully 
all three UN conventions—the Vienna and Palermo conventions, as well as the 
UN International Convention for the Suppression of the Financing of Terrorism. 
For more information on FATF Recommendation 35, see Appendix E.

2.3 Predicate offenses for money laundering and methods for 
describing them

2.3.1 THE DEFINITION OF PREDICATE OFFENSE

A predicate offense for money laundering is the underlying criminal activity 
that generates proceeds that, when “laundered” (see the three categories and 
defi nitions described in earlier section), lead to the offense of money laundering. 

The offense of money laundering cannot be committed without the prior com-
mitment of a predicate offense (or underlying crime). It is useful to designate 
many crimes as predicate offenses for money laundering, so that the crime 
of money laundering can be used to fi ght the underlying crimes. This can be 
accomplished in a number of ways under the international standards.

How does the FATF treat predicate offenses?

FATF Recommendation 1 contains important concepts for a country to use when 
designating predicate offenses for money laundering. First, using the language of 
the Palermo Convention, the FATF calls upon each country to include at least all 
serious offenses, not just those that are drug related, as in the Vienna Convention. 

The FATF describes the types or categories of criminal conduct that should be 
designated as predicate offenses for money laundering, but leaves to the discre-
tion of each country the specifi c method of designation. This designation may 
be accomplished by reference to the following:

All offenses• 
A threshold linked either to (a) a category of serious offenses or (b) the • 
penalty of imprisonment applicable to the predicate offense
A list of predicate offenses• 
A combination of the above three approaches.• 
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2.3.2 THE THRESHOLD APPROACH

When the “threshold approach” is used, the predicate offenses should at a mini-
mum cover all offenses designated as “serious offenses” under national law or 
should include offenses that are punishable by

a maximum term of imprisonment of more than one year, for countries • 
with maximum penalties; or
a minimum term of imprisonment of more than six months, for countries • 
with minimum penalties.

In both cases, the penalties cited are the minimums that apply to “serious 
offenses” for money laundering purposes under the international standards. 
Countries may choose to include crimes with less severe penalties as predicate 
offenses for money laundering. Finally, it should be noted that if the threshold 
approach is used, it must cover all of the 20 crimes listed as “designated catego-
ries of offenses” listed in the next section.

2.3.3 DESIGNATED CATEGORIES OF OFFENSES

FATF Recommendation 1 provides in paragraph four that, regardless of the 
approach used in designating predicate offenses, each country should (at a 
minimum) include a “range of offenses within each of the designated categories 
of offenses.” For the categories listed below, each country may decide, in accor-
dance with its domestic law, how it will defi ne the offenses and what elements 
of those offenses make them serious:

Participation in an organized criminal group and racketeering• 
Terrorism, including terrorist fi nancing• 
Traffi cking in human beings and migrant smuggling• 
Sexual exploitation, including sexual exploitation of children• 
Illicit traffi cking in narcotic drugs and psychotropic substances• 
Illicit arms traffi cking• 
Illicit traffi cking in stolen and other goods• 
Corruption and bribery• 
Fraud• 
Counterfeiting currency• 
Counterfeiting and piracy of products• 
Environmental crime• 
Murder, grievous bodily injury• 
Kidnapping, illegal restraint, and hostage-taking• 
Robbery or theft• 
Smuggling• 
Extortion• 
Forgery• 
Piracy • 
Insider trading and market manipulation• 
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Two points should be made clear:

1) First, the requirement is to include a range of offenses within each of the 
designated categories of offense. For example, under the category of “rob-
bery or theft,” it is not suffi cient to designate the theft of one type of good, 
such as vehicles, while excluding other types. On the other hand, exclusions 
based on the value of the stolen good are acceptable because such a theft 
could be considered as not “serious.” 

2) Second, it is not necessary to have a predicate offense described in precisely 
the same terms as are used in the above listing from the glossary of the Rec-
ommendations. As an example, some countries do not have a crime desig-
nated as “fraud,” but do criminalize fraudulent behavior under the category 
of “theft by artifi ce” or some other name.

See Appendix B for more information on FATF Recommendation 1.

2.3.4 FINANCING OF TERRORISM

The fi nancing of terrorism, terrorist acts, and terrorist organizations should 
be criminalized as predicate offenses to money laundering. A practical way to 
undermine the capacity of terrorist organizations is to prevent their funds from 
entering the global fi nancial system in the fi rst place. Failing that, a country 
needs legislation to detect when terrorist funds have entered its territory so that 
the funds can be confi scated or forfeited.

Analysis

Try to answer the following questions: 

a) How does your country designate predicate offenses for money laundering?
b) Is this method consistent with the FATF requirements?
c) Are all 20 categories of designated offenses currently covered by your coun-

try’s laws?
d) Is there interest in your country for going beyond the minimums provided 

in the FATF Recommendations?
e) Are there other areas that should be covered as money laundering predicate 

offenses, based on public policy interests?
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2.4 Scope of criminal liability
Countries need to consider several other critical legal issues in their AML/CFT 
legislation. 

2.4.1 CROSS-BORDER IMPLICATIONS

FATF Recommendation 1, in paragraph fi ve, provides that predicate offenses 
should extend to criminal conduct that occurred outside the country’s borders, 
if that conduct constituted an offense in the other country and would have con-
stituted an offense had it occurred domestically. 

This is the so-called “dual criminality” standard that is the minimum require-
ment. In the alternative, a country may require only that the conduct would 
have constituted a predicate offense had it occurred domestically. The standard 
used in a country may have important consequences for mutual legal assistance, 
as discussed in a later section of this module.

2.4.2 STATE OF MIND

Several critical legal issues are found in Recommendation 2. See Appendix F for 
more information on FATF Recommendation 2.

In prosecuting a crime, the perpetrator’s “state of mind” is usually relevant. Did 
the perpetrator know what he or she was doing when engaging in the criminal 
conduct? Stated differently, what was the perpetrator’s intent or purpose in 
committing the offense? With regard to the offense of money laundering, the 
question, according to the Vienna Convention and the Palermo Convention, is 
whether the perpetrator knew that the funds being handled were the proceeds 
of the predicate offense.

What are the different standards for determining “state of mind”?

Countries have various options for determining the state of mind connected 
with a money laundering offense. For example, a country, through its legislature, 
may determine that “actual knowledge” about the illicit origins of the proceeds 
may be necessary. This is the hardest standard to satisfy. An alternative is to 
establish a “should have known” standard—a form of negligent money launder-
ing. Yet another alternative is to determine that suspicion about the illicit origins 
of the property is suffi cient for conviction. Under this approach, the accused 
neither had actual knowledge nor should have known about the illicit origins of 
the proceeds, but instead had suspicions about the origins and chose to remain 
ignorant of the nature of the proceeds. The accused either “could have known” 
or was “willfully blind” to the origins of the proceeds.

In any event, the Vienna and Palermo Conventions provide that the required 
state of mind may be inferred from objective factual circumstances.
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2.4.3 LEGAL PERSON AND CORPORATE LIABILITY

Money laundering often occurs through corporate entities—or “legal persons.” The 
FATF defi nes legal persons as any “bodies corporate, foundations, anstalt, partner-
ships, or associations, or any similar bodies that can establish a permanent cus-
tomer relationship with a fi nancial institution or otherwise own property.”

The concept of legal person or corporate liability for crimes varies greatly 
among different countries, but the FATF recommends that all such entities 
should be subject to criminal liability. In the alternative, signifi cant civil or 
administrative sanctions could be a suffi cient substitute in cases where the legal 
or constitutional framework does not subject corporations to criminal liability. 
Any measures taken against the legal person should not preclude criminal action 
against individual offi cers, employees, agents, or representatives of the legal 
entity.

2.4.4  LIABILITY FOR MONEY LAUNDERING OF PERPETRATORS OF PREDICATE OFFENSES 
(SELF-LAUNDERING)

Is the person who commits the predicate offense personally liable for money 
laundering, like the person who actually committed the money laundering?

Some countries do not hold the perpetrator of the predicate offense liable for 
laundering the proceeds of his or her criminal actions. The rationale is that 
doing so would amount to double punishment for a single crime. Other coun-
tries hold the perpetrator of the predicate offense liable for laundering the 
ill-gotten proceeds, on the grounds that the conduct and the harm of evasion are 
distinct from the predicate offense.

“State-of-mind” issues
According to the UN Model Legislation, actual knowledge or “having reason to 
believe” that property is derived from criminal acts constitutes the so-called “mental 
element” of money laundering. A broad defi nition of “state of mind” adopted in the 
Organization of American States’ (OAS) Model Regulations is that (1) the accused had 
knowledge that the property constituted proceeds of a criminal activity as defi ned in 
the convention; (2) the accused should have known that the property was obtained 
with the proceeds of criminal activity; or (3) the accused was intentionally ignorant of 
the nature of the proceeds.

Because of the diffi culty inherent in proving the state of mind of a person who 
is engaging in an activity that appears ordinary on its face, the Vienna and Palermo 
Conventions, FATF Recommendation 2, and many other legal instruments provide that 
a country’s law should permit the inference of the required state of mind from objec-
tive factual circumstances. If the objective factual circumstances fi t the situation, the 
requisite state of mind has been satisfi ed.
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How does the Palermo Convention treat perpetrator liability for money laundering?

The general international standard derived from the provisions of the Palermo 
Convention is broad, yet it sends a clear message. The perpetrator should be held 
liable for laundering the proceeds of his or her own criminal activities, except if 
this is not allowed due to the fundamental principles of the national legislation.

2.4.5 LAWYERS’ FEES

Because lawyers are now among the designated non-fi nancial businesses and pro-
fessions (DNFBPs) that must be considered as covered by a country’s AML/CFT 
regime (see Module 3a), care should be taken when drafting the scope of predicate 
offenses not to criminalize the receipt of a fee for defending the accused criminal. 

Knowledge check

Answer the following questions and explain the basis of your answer:

QUESTION 10. The Vienna and Palermo Conventions defi ne three categories of 
activities as constituting the crime of money laundering.

a) True b) False

QUESTION 11. Countries have discretion in defi ning the crime of money 
laundering.

a) True b) False

QUESTION 12. To sustain a charge of money laundering, there must be an under-
lying crime—a predicate offense.

a) True b) False
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QUESTION 13. The FATF provides countries with discretion in describing predi-
cate offenses for money laundering.

a) True b) False

QUESTION 14. Countries must use the exact wording of the 20 designated cat-
egories of offenses to describe the predicate offenses.

a) True b) False

QUESTION 15. A person may not be convicted of money laundering if the predi-
cate offense occurs in another country. 

a) True b) False

2.5 Freezing, seizing, and confi scating proceeds of crimes
The current international approaches to fi ghting crimes, including money 
laundering and terrorist fi nancing, are designed to make these criminal activi-
ties unprofi table and keep terrorists from accessing funds. Therefore, effective 
confi scation laws are indispensable for authorities to deprive criminals of their 
ill-gotten proceeds and terrorists of their funds, no matter how those funds were 
derived. Confi scation measures fall into three main areas: freezing, seizing, and 
actual confi scation of the proceeds of crimes, which are funds or other assets.

Let’s think for a moment about terminology. Consider your own defi nition of 
the terms used in confi scation measures—freezing, seizure, and confi scation—
and compare your defi nitions to those given by the FATF.
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Confi scation measures are discussed or contained in two FATF Recommenda-
tions: Recommendation 3 on money laundering and Special Recommendation 
III on terrorist fi nancing.

In Recommendation 3, the FATF encourages countries to adopt a broad inter-
pretation of the confi scation of the proceeds of crime, in accordance with the 
Vienna and Palermo Conventions. In the past, confi scation was largely confi ned 
to instruments used in the crime, such as the weapon used in a murder or 
attack, or the subject of the crime, such as drugs involved in drug traffi cking, as 
opposed to the proceeds derived from the crime. Such an approach has proved 

What is the freezing of assets?
The term freeze means to prohibit the transfer, conversion, disposition, or movement 
of funds or other assets on the basis of, and for the duration of the validity of, an 
action initiated by a competent authority or a court under a freezing mechanism. The 
frozen funds or other assets remain the property of the person(s) or entity(ies) that 
held an interest in the specifi ed funds or other assets at the time of the freezing and 
may continue to be administered by the fi nancial institution or other arrangements 
designated by such person(s) or entity(ies) prior to the initiation of an action under a 
freezing mechanism.

What is the seizure of assets?
The competent judicial authorities or offi cials responsible for the detection and sup-
pression of money laundering offenses shall be empowered to seize property con-
nected with the offense under investigation as well as any evidentiary items that may 
make it possible to identify such property.

The term seize means to prohibit the transfer, conversion, disposition, or movement 
of funds or other assets on the basis of an action initiated by a competent authority or a 
court under a freezing mechanism. However, unlike a freezing action, a seizure is effected 
by a mechanism that allows the competent authority or court to take control of speci-
fi ed funds or other assets. The seized funds or other assets remain the property of the 
person(s) or entity(ies) that held an interest in the specifi ed funds or other assets at the 
time of the seizure, although the competent authority or court will often take over pos-
session, administration, or management of the seized funds or other assets.

What is confi scation?
The term confi scate, which includes forfeiture where applicable, means the permanent 
deprivation of funds or other assets by order of a competent authority or a court. 
Confi scation or forfeiture takes place through a judicial or administrative procedure 
that transfers the ownership of specifi ed funds or other assets to the state. In this case, 
the person(s) or entity(ies) that held an interest in the specifi ed funds or other assets at 
the time of the confi scation or forfeiture loses all rights, in principle, to the confi scated 
or forfeited funds or other assets. Confi scation or forfeiture orders usually are linked to 
a criminal conviction or court decision whereby the confi scated or forfeited property is 
determined to have been derived from or intended for use in a violation of the law.
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highly inadequate in light of the use of the proceeds generated from crimes and 
the ease with which these proceeds can be moved internationally. In addition, 
criminals are likely to convert specifi c assets to another form to avoid an order 
naming particular proceeds and transfer the converted assets beyond the borders 
of the jurisdiction. 

This is why Recommendation 3 requires countries to extend confi scation mea-
sures and related provisional measures to property laundered, proceeds from 
money laundering or predicate offenses, instrumentalities used in or intended 
for use in the commission of these offenses, or property of corresponding value. 
For more information on FATF Recommendation 3, see Appendix G.

Special Recommendation (SR) III specifi cally discusses the concepts of freez-
ing, seizure, and confi scation in relation to terrorist funds. Under Special Rec-
ommendation III, indefi nite freezing and seizing occur on the authority of UN 
Security Council Resolutions 1267 (and its successors) and 1373, and of the 
1267 Committee. It applies to any assets owned by or under the control of the 
parties designated pursuant to the UN Security Council resolutions. See Appen-
dix H for more information on FATF Special Recommendation III.

Interpretative Note to Special Recommendation III: Freezing and Confi scating 
Terrorist Assets states that jurisdictions have two obligations: 

To implement measures that will freeze or, if appropriate, seize terrorist-• 
related funds or other assets without delay in accordance with relevant UN 
resolutions
To have measures in place that permit it to seize and confi scate terrorist • 
funds or other assets on the basis of an order or mechanism issued by a 
competent authority or a court

Further detailed guidance is available from the Interpretative Note of Special 
Recommendation III in Appendix H.

The FATF has identifi ed a set of best practices based on experience to date in 
many jurisdictions. These may serve as a benchmark for developing institutional, 
legal, and procedural frameworks for an effective regime to freeze assets used in 
terrorist fi nancing:

Establishing effective regimes and competent authorities or courts• 
Facilitating communication and cooperation with foreign governments and • 
international institutions
Facilitating communication with the private sector• 
Ensuring adequate compliance, controls, and reporting in the private sector• 
Ensuring thorough follow-up investigation; coordination with law enforce-• 
ment, intelligence, and security authorities; and appropriate feedback to the 
private sector 
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Analysis

1) Why do we need confi scation when we have other penalties or measures, 
such as imprisonment? 

A penalty of imprisonment or a fi ne to individuals would not necessarily deprive criminals 
of the fruits of crime in the same proportion as confi scating the proceeds of the crime. 
The same rationale applies to legal persons and corporate entities. Until it is confi scated, 
property can be transferred and still benefi t criminals and terrorists. Unless assets are 
confi scated, other terrorists will have access to the funds to carry out their activities.

2) What type of property do international instruments encourage countries to 
subject to confi scation?

Laws that permit the confi scation of direct and indirect proceeds of crime to the great-
est extent, including confi scation of assets of comparable value owned by the criminals 
and terrorists, helps the most to deprive criminals and terrorists of the use of proceeds 
of criminal activities and terrorist funds.

3) What powers do the competent authorities need to be able to effectively 
implement confi scation measures?
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4) What other measures should be incorporated in the law on confi scation?

The relevant authorities need the ability to identify, trace, and evaluate property that 
may be subject to confi scation. They should be granted enough investigative power 
to examine or seize commercial and fi nancial records. Banking secrecy laws and other 
privacy protection statutes should be designed so as not to inhibit investigation of 
property that could be subject to confi scation. Authorities should be granted the 
power to take preventive measures to freeze and seize proceeds of crimes and related 
assets that might be subject to confi scation.

Countries need to take measures to protect the rights of (bona fi de) third parties 
because international law on confi scation does not preclude the confi scation of assets 
in the hands of third parties. Countries should create cooperative mechanisms for 
enforcing cross-border provisional measures and confi scation orders.

2.6 Persons and entities subject to AML/CFT requirements
In general, the preventive measures of FATF Recommendations 5 through 16, 18, 
21, and 22 apply to all “fi nancial institutions,” while only certain of such measures 
apply, to varying degrees, to “designated non-fi nancial businesses and professions” 
(see Module 3a). Accordingly, a country’s laws or regulations should specifi cally 
make such persons and entities subject to the AML/CFT requirements.

The following boxes restate the defi nitions of terms found in the glossary to the 
FATF Recommendations and categorize fi nancial institutions, non-fi nancial busi-
nesses, and professions that are subject to AML/CFT requirements. (These are 
functional defi nitions; they are not determined by an institution’s legal designa-
tion. The test is whether an entity or individual carries out any of the above 
functions or activities for customers, and not what the business is called or how 
it is designated.)
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Financial institutions
“Financial institution” is defi ned as any person or entity who conducts as a business one 
or more of the following activities or operations for or on behalf of a customer: 

Acceptance of deposits and other repayable funds from the public. This also cap-• 
tures private banking.
Lending. This includes • inter alia, consumer credit, mortgage credit, factoring with or 
without recourse, and fi nance of commercial transactions (including forfeiting).
Financial leasing. This does not extend to fi nancial leasing arrangements in relation to • 
consumer products.
The transfer of money or value. This applies to fi nancial activity in both the formal • 
or informal sector—for example, alternative remittance activity. (See the FATF Web 
site for the Interpretative Note to Special Recommendation VI.) It does not apply to 
any natural or legal person that provides fi nancial institutions solely with message or 
other support systems for transmitting funds. (See the FATF Web site for the Inter-
pretative Note to Special Recommendation VII.)
Issuing and managing means of payment—credit and debit cards, checks, traveler’s • 
checks, money orders, bankers’ drafts, electronic money. 
Financial guarantees and commitments. • 
Trading in:• 

Money market instruments (checks, bills, CDs, derivatives, and so on)• 
Foreign exchange• 
Exchange, interest rate, and index instruments• 
Transferable securities• 
Commodity futures trading• 

Participation in securities issues and the provision of fi nancial services related to • 
such issues. 
Individual and collective portfolio management. • 
Safekeeping and administration of cash or liquid securities on behalf of other • 
persons. 
Otherwise investing, administering, or managing funds or money on behalf of other • 
persons. 
Underwriting and placement of life insurance and other investment related insur-• 
ance. This applies both to insurance undertakings and to insurance intermediaries 
(agents and brokers).
Money and currency changing.• 
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2.6.1 POSSIBLE EXCEPTIONS

A country may determine which fi nancial institutions and other businesses and 
professions are to be covered by the country’s AML/CFT framework and to 
what extent that framework applies.

There are two bases for exemption from the FATF standards.

The fi rst is where the fi nancial activity is carried out on an occasional or limited 
basis. For example, possible exceptions could include a hotel that offers very 
limited foreign exchange to guests on an occasional basis or a travel agency that 
wires money to clients overseas in emergencies.

The second basis for an exemption is for strictly limited and justifi ed circum-
stances, provided the country has a rationale for the exception that is based 
on a proven low risk of money laundering. Presumably, exemptions under this 
category would be justifi ed in countries where certain types of fi nancial institu-
tions or businesses engage in limited numbers of small-value transactions and, 
therefore, pose little risk of money laundering. Any such exemptions should also 
be made part of the legal structure governing AML/CFT requirements.

Non-fi nancial businesses and professions
“Designated non-fi nancial businesses and professions” means:

Casinos, including Internet casinos• 
Real estate agents• 
Dealers in precious metals• 
Dealers in precious stones• 
Lawyers, notaries, other independent legal professionals, and accountants. This refers • 
to sole practitioners, partners, and employed professionals in professional fi rms. It is 
not meant to refer to “internal” professionals who are employees of other types of 
businesses, or to professionals working for government agencies, who may already 
be subject to measures that would combat money laundering. 
Trust and company service providers refers to all persons and businesses that are not • 
covered elsewhere under these Recommendations, and which as a business, provide 
any of the following services to third parties: 

Acting as a formation agent of legal persons• 
Acting as (or arranging for another person to act as) a director or secretary of a • 
company, a partner of a partnership, or a similar position in relation to other legal 
persons
Providing a registered offi ce, business address or accommodation, correspon-• 
dence or administrative address for a company, a partnership, or any other legal 
person or arrangement
Acting as (or arranging for another person to act as) a trustee of an express trust• 
Acting as (or arranging for another person to act as) a nominee shareholder for • 
another person
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2.6.2 POSSIBLE ADDITIONS TO PERSONS AND ENTITIES COVERED

FATF Recommendation 20 provides that, in addition to the persons and entities 
covered as non-fi nancial businesses and professions by the FATF Recommenda-
tions (unless exempted), countries should consider other businesses and profes-
sions for coverage. The basis for the recommendation is that such other businesses 
and professions pose a money laundering or terrorist fi nancing risk. In the same 
recommendation, the FATF further encourages countries to develop and use 
modern and secure money management techniques that are less vulnerable to 
money laundering. In essence, this suggestion encourages less reliance on cash and 
more reliance on payment systems that provide complete and accurate informa-
tion on senders and receivers of funds and make it easy to trace transactions.

Countries should examine their economies to identify any unique features that 
would cause other businesses or professions to pose a money laundering or terrorist 
fi nancing risk. For more information on FATF Recommendation 20, see Appendix I.

2.7 Integrity standards
2.7.1 FINANCIAL INSTITUTIONS

When criminals control fi nancial institutions or hold senior management 
positions, countries fi nd it exceedingly diffi cult to prevent and detect money 
laundering. Accordingly, FATF Recommendation 23 provides that fi nancial 
institutions should be subject to adequate supervision and regulation to ascer-
tain that they are effectively implementing the FATF Recommendations. In this 
regard, the laws and regulatory measures of a country should be written so that 
competent authorities can prevent criminals and their associates from owning 
or controlling signifi cant investments, including benefi cial interests, in any of the 
country’s covered fi nancial institutions. Similarly, convicted criminals should be 
prevented from holding any signifi cant management position with such fi nancial 
institutions, including positions on the board of directors, executive or supervi-
sory board, or comparable positions. 

For example, a country should establish a licensing structure for owning or 
holding a signifi cant interest in, or benefi cial ownership of, a fi nancial institution. 
Similarly, there should be an effective mechanism to withdraw the license of a 
fi nancial institution on the basis of substantial irregularities relating to money 
laundering or the fi nancing of terrorism. The withdrawal of the license should 
also occur if the fi nancial institution fails to maintain standards of integrity 
when its large shareholders or management offi cials change. 

For fi nancial institutions subject to regulation under the Core Principles,6 pru-
dential regulation and supervision, including licensing requirements, should be 

6 “Core Principles” refers to the Core Principles for Effective Banking Supervision, issued by the 
Basel Committee on Banking Supervision; the Objectives and Principles for Securities Regulation, 
issued by the International Organization of Securities Commissions; and the Insurance Supervisory 
Principles, issued by the International Association of Insurance Supervisors.
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employed. Other types of fi nancial institutions should be licensed or registered 
and appropriately regulated according to the risk of money laundering or terrorist 
fi nancing. For more information on FATF Recommendation 23, see Appendix J.

2.7.2 DESIGNATED NON-FINANCIAL BUSINESSES AND PROFESSIONS (DNFBPS)

Under FATF Recommendation 24, DNFBPs, and any other covered entities 
and persons, should be subject to appropriate supervision and regulation for 
purposes of ensuring compliance with AML/CFT requirements. Like fi nancial 
institutions, casinos should be licensed: criminals and their associates should be 
prevented from owning or controlling signifi cant investments, benefi cial owner-
ship interests, and signifi cant management positions in casinos. Other types of 
non-fi nancial businesses and professions should be subject to effective systems 
for monitoring and assuring compliance with AML/CFT requirements if and 
only if they pose risk of money laundering or terrorist fi nancing. These functions 
may be performed by a governmental authority or by a self-regulatory organiza-
tion, if there is suffi cient authority to assure compliance. For more information 
on FATF Recommendation 24, see Appendix K.

2.7.3 INTEGRITY OF LEGAL PERSONS AND ARRANGEMENTS

FATF Recommendations 33 and 34 extend the scope of Recommendation 23 to 
legal persons and legal arrangements. FATF Recommendation 33 requires that 
countries should take measures to prevent the unlawful use of legal persons by 
money launderers, in particular that countries that have legal persons that are able 
to issue bearer shares should take appropriate measures to ensure that they are 
not misused for money launderers. Recommendation 34 requires that countries 
should take measures to prevent the unlawful use of legal arrangements by money 
launderers. For more information on FATF Recommendation 33, see Appendix L. 
For more information on FATF Recommendation 34, see Appendix M.

2.8 Laws consistent with implementation of international standards
Many countries have very strict bank privacy or secrecy laws that either pre-
empt or prevent the effective implementation of a number of FATF Recom-
mendations. This is particularly true for certain investigations and disclosures 
that are essential for an effective AML/CFT regime. To overcome such provi-
sions, FATF Recommendation 4 specifi cally provides that counties should make 
certain that their fi nancial institution secrecy laws do not inhibit implementa-
tion of any of the FATF Recommendations.
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While this Recommendation is specifi c to secrecy laws, you will want to look 
at the overall structure of your country’s legal system to see if there are any 
confl icts with other laws that would inhibit implementation of any of the FATF 
Recommendations.

FATF Recommendation 4 states: “countries should ensure that fi nancial institu-
tion secrecy laws do not inhibit implementation of the FATF Recommendations.”

2.9 Interagency cooperation
An effective AML/CFT regime requires that supervisors of fi nancial institutions, 
law enforcement authorities, prosecutors, and the staff of the FIU should be able 
to cooperate with each other and, depending upon the country’s legal system, 
coordinate their efforts regarding AML/CFT matters. Recognizing this, the 
FATF makes interagency cooperation a requirement under Recommendation 31. 
Countries should ensure that there are mechanisms in place to enable its agen-
cies to cooperate and coordinate their policies and activities to combat money 
laundering and terrorist fi nancing. These mechanisms are discussed in Module 5.

In many cases, however, it may not be suffi cient for agencies simply to want to 
cooperate. They may, in fact, be precluded from doing so by law or under their 
authorizing charter. As a consequence, it may be necessary to authorize them 
legislatively (or by other equally effective means) to cooperate and coordinate 
with each other. You should examine the operating laws and rules governing the 
agencies involved in AML/CFT in your country to determine whether legislative 
or other action is necessary to authorize coordination and cooperative efforts. 
For more information on Recommendation 31, see Appendix N.
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3
In the context of fi ghting money laundering from the global standpoint, rapid 
exchanges of information and effective cooperation among the various agencies 
within a country and counterparts from other countries throughout the world 
have become a prerequisite to success. 

International cooperation is discussed in detail in Module 5. In this section, we will 
consider only the legal elements affecting such cooperation. The following sub-
topics are important in understanding and enhancing international cooperation.

3.1.  Mutual legal assistance (Recommendation 35, 36, and 37 and Special 
Recommendation V)

3.2.  International aspects of confi scation (Recommendation 38)
3.3.  Extradition (Recommendation 39 and Special Recommendation V)
3.4.  Other forms of international cooperation (Recommendation 40)

3.1 Mutual legal assistance 
As noted previously, FATF Recommendation 35 provides that each country 
should take immediate steps to become a party to and implement fully the 
Vienna and Palermo Conventions and the UN International Convention for the 
Suppression of the Financing of Terrorism. 

Countries are also encouraged to ratify and implement other relevant interna-
tional conventions, such as the 1990 Council of Europe Convention on Laun-
dering, Search, Seizure and Confi scation of the Proceeds from Crime and the 
2002 Inter-American Convention against Terrorism.

FATF Recommendation 36 provides that countries should provide the widest 
possible range of mutual legal assistance with other jurisdictions for purposes 
of information exchange, investigations, and court proceedings connected with 
money laundering and terrorist fi nancing. 

Mutual assistance may include the following:

Taking evidence or statements from persons• 
Assisting in making detained persons or others available to the judicial • 
authorities of the requesting state to give evidence or assist in investigations
Service of judicial documents• 

What are the legal issues related 
to international cooperation?
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Carrying out searches and seizures and freezing• 
Examining objects and sites• 
Providing information, evidentiary items, and expert evaluations• 
Providing originals or certifi ed copies of relevant documents and records, • 
including bank, fi nancial, corporate, and business records
Identifying or tracing proceeds of crime, property, instrumentalities, or other • 
things for evidentiary purposes

For more information on FATF Recommendation 36, see Appendix O.

FATF Recommendation 37 also provides that mutual legal assistance should 
be rendered even if the standard of dual criminality is not met—that is, if the 
offense in question was not an offense in one of the countries. If dual criminal-
ity is required under the country’s legal system, it should be interpreted in a 
way that looks at the conduct involved in the underlying offense, and not at the 
specifi c terminology used. For more information on FATF Recommendation 37, 
see Appendix P.

Special Recommendation V provides that each country should afford other 
countries, through mutual legal assistance or other mechanisms, the great-
est possible assistance in connection with criminal and civil enforcement and 
administrative investigations, inquiries, and proceedings related to the fi nancing 
of terrorism and terrorists acts and organizations. For more information on FATF 
Special Recommendation V, see Appendix Q.

3.2 International aspects of confi scation
Establishing an effective confi scation regime for domestic purposes is only the 
fi rst step toward eliminating the profi tability at the heart of so many interna-
tional money laundering activities. The second necessary step, and one vital to 
the overall success of this effort, is creating cooperative mechanisms for enforc-
ing cross-border confi scation orders. Countries should consider enabling the 
relevant authorities to implement confi scation requests from other countries, 
employing such measures as the tracing, identifi cation, freezing, seizing, and 
ultimately, the confi scation of property.

As an incentive for expeditious action and international cooperation, coun-
tries may wish to consider establishing asset-sharing arrangements. The general 
principle in the disposal of confi scated assets is that such disposal should be 
subject to the domestic laws and regulations of the country that executed the 
confi scation order. The international statements, including FATF Recommenda-
tion 38, encourage countries to enter into mutual arrangements that provide for 
the sharing of the confi scated property among all the countries that cooperated 
in the investigation and confi scation process. For more information on FATF 
Recommendation 38, see Appendix R.
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3.3 Extradition 
FATF Recommendation 39 provides that each country should recognize money 
laundering as an extraditable offense. Countries should have procedures in place 
to extradite, where possible, individuals charged with money laundering or 
related offenses. 

Subject to its legal framework, each country may consider simplifying extradi-
tion by allowing direct transmission of extradition requests between appropriate 
ministries, extraditing persons based only on warrants of arrests or judgments, 
extraditing their nationals, or introducing a simplifi ed extradition of consenting 
persons who waive formal extradition proceedings.

In addition, where a country’s laws prohibit extradition solely on nationality 
grounds, the country should, at the request of the foreign country seeking extra-
dition, submit the case promptly to its competent authorities for prosecution. 
For more information on FATF Recommendation 39, see Appendix S.

Similarly, FATF Special Recommendation V requires countries to ensure that 
they do not provide safe havens for individuals charged with the fi nancing of 
terrorism, terrorist acts, or terrorist organizations and to have procedures in 
place to extradite such individuals. For more information on FATF Special Rec-
ommendation V, see Appendix Q.

3.4 Other forms of international cooperation
In addition to the foregoing mechanisms, FATF Recommendation 40 urges all 
countries to provide the widest range of international cooperation to their for-
eign counterparts. Specifi cally, such cooperative efforts should include:

Not refusing assistance solely because it also involves fi scal (tax) matters• 
Not withholding cooperation on grounds of secrecy or confi dentiality• 
Permitting competent authorities to conduct inquiries on behalf of foreign • 
counterparts

In addition, safeguards should be put in place to assure confi dentiality and pri-
vacy, consistent with the authorized use of the information exchanged. For more 
information on FATF Recommendation 40, see Appendix T.

Analysis

Let us now consider how some of the issues discussed above apply to your coun-
try. Some suggestions have been made to enable you to construct your thoughts.

1) What laws and regulations in your country apply to money laundering?
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2) What laws and regulations in your country apply to terrorist fi nancing? 

Suggestions: Consider whether the AML laws and regulations are concentrated in one 
section of your legal code or are scattered among several sections. Are the criminal 
provisions part of the criminal code?

Suggestions: Do the CFT provisions stand alone, or are they part of other statutes and 
regulations?

Suggestions: Has your country had an assessment? If not, you may use the question-
naire and methodology documents to test the existence and the effi cacy of the laws.

3) Do you know whether these laws satisfy all of the required international 
standards?

4) How effective have your country’s laws been in fi ghting money laundering 
and terrorist fi nancing?

Suggestions: Are there statistics on Suspicious Transaction Reports (STRs), investigations, 
prosecutions, confi scations, interagency cooperation, and international cooperation?
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5) If they have not been effective, can you describe the problems?

Suggestions: Is there an FIU? Do different authorities work together?

Suggestions: Have the problems been in certain cases? Have the problems been with 
the legal authority? Have the problems been with resources? 

6) Are there other problems that should be addressed, and why?
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Check the following sources, and others, for the latest models that may be avail-
able for you to draft AML/CFT legislation:

United Nations Offi ce on Drugs and Crime (UNODC)• 
International Monetary Fund (IMF)• 
Commonwealth Secretariat • 
Organization of American States (OAS) • 

Check your understanding

QUESTION 16. The Vienna Convention contains a broad range of provisions to 
fi ght organized crime.

a) True b) False

QUESTION 17. The Palermo Convention has the force of law in all member 
countries of the UN.

a) True b) False

QUESTION 18. To be convicted of money laundering, the perpetrator must also 
be convicted of the predicate offense.

a) True b) False

Summary
In this module, we discussed

relevant international conventions and treaties;• 
the objectives of those conventions and treaties;• 
legal and institutional requirements in AML/CFT;• 
issues to consider in criminalizing money laundering and terrorist fi nancing;• 
provisional and confi scation measures in AML/CFT;• 
individuals and entities subject to AML/CFT laws and regulations; and• 
legal issues in international and interagency cooperation.• 

4 Where can one fi nd model laws?
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FATF Recommendations
The Forty Recommendations•  (FATF, June 2003) 
http://www.fatf-gafi .org/dataoecd/7/40/34849567.pdf
Special Recommendations on Terrorist Financing•  (FATF, October 2004)
http://www.fatf-gafi .org/dataoecd/8/17/34849466.pdf

Useful Web sites
Model Laws: International Money Laundering Information Network (IMoLIN)• 
http://www.imolin.org/imolin/en/model.html
Organization of American States/Inter-American Drug Abuse Control • 
Commission (OAS/CICAD)
http://www.cicad.oas.org/
United Nations (UN)• 
http://www.un.org
United Nations Treaty Collection: Conventions on Terrorism (UN)• 
http://untreaty.un.org/English/Terrorism.asp

Reference Documents
Freezing of Terrorist Assets: International Best Practices•  (FATF, October 2003)
http://www.fatf-gafi .org/dataoecd/30/43/34242709.pdf
Interpretative Note to Special Recommendation III: Freezing and Confi scat-• 
ing Terrorist Assets (FATF, October 2004)
http://www.fatf-gafi .org/dataoecd/53/32/34262136.pdf
United Nations Convention against Illicit Traffi c in Narcotic Drugs and Psycho-• 
tropic Substances: Vienna Convention (UN, 1988)
http://www.unodc.org/pdf/convention_1988_en.pdf
United Nations Convention for the Suppression of the Financing • 
of Terrorism (UN, 1999)
http://untreaty.un.org/English/Terrorism/Conv12.pdf
United Nations Convention against Transnational Organized Crime: Palermo • 
Convention (UN, 2000)
http://www.unodc.org/adhoc/palermo/convmain.html
United Nations Security Council Resolution 1373•  (UN, September 2001)
http://www.un.org/Docs/scres/2001/sc2001.htm

Appendix A: References
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Revised CFATF 19 Recommendations•  (CFATF, October 1999)
http://www.antiguagaming.gov.ag/Money%20Laundering/CFATF%2019.pdf
Kingston Declaration on Money Laundering•  (CFATF, November 1992)
http://www.cfatf.org/eng/kingdec/index.pdf
Convention on Laundering, Search, Seizure, and Confi scation of the Proceeds • 
from Crime: The Strasbourg Convention (Council of Europe, September 1990)
http://conventions.coe.int/Treaty/EN/Treaties/html/141.htm 
Convention on Laundering, Search, Seizure, and Confi scation of the Pro-• 
ceeds from Crime and on the Financing of Terrorism: The Warsaw Conven-
tion (Council of Europe, May 2005)
http://conventions.coe.int/Treaty/EN/Treaties/html/198.htm
Riga Declaration on the Fight against Money Laundering•  (European Commis-
sion, November 1996)
http://www.imolin.org/imolin/en/riga.html
Council Directive on Prevention of the Use of the Financial System for the Pur-• 
pose of Money Laundering (91/308/EEC) (European Union, June 1991)
http://www.imolin.org/imolin/en/eudireng.html
Directive 2001/97/EC of the European Parliament and of the Council of 4 • 
December 2001 amending Council Directive 91/308/EEC on prevention of 
the use of the fi nancial system for the purpose of money laundering (European 
Union, December 2001)
http://www.imolin.org/imolin/en/EUdir01e.html
Directive 2005/60/EC of the European Parliament and of the Council of 26 • 
October 2005 on the prevention of the use of the fi nancial system for the purpose 
of money laundering and terrorist fi nancing

Reference Documents (Model Legislation)
UNODC Model Money Laundering, Proceeds of Crime, and Terrorist Financ-• 
ing Bill 2003 (UNODC 2003) [for common law systems]
http://www.imolin.org/imolin/en/poctf03.html
Model legislation on laundering, confi scation, and international cooperation in • 
relation to the proceeds of crime (UN, 1999) [for civil law systems]
http://www.imolin.org/imolin/en/ml99eng.html
Mutual assistance and international cooperation in criminal matters•  (UN, 
1998) [for common law systems]
http://www.un.org/documents/ecosoc/res/1998/eres1998-15.htm
United Nations Model Foreign Evidence Bill, 2000•  (UN, 2000) [for common 
law systems]
http://www.unodc.org/pdf/lap_foreign-evidence_2000.pdf
United Nations Model Extradition (Amendment) Bill 2000•  (UN, 2000) [for 
common law systems]
http://www.unodc.org/pdf/lap_extradition_2000.pdf
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Commonwealth Model Law for the Prohibition of Money Laundering & Sup-• 
porting Documentation (Commonwealth Secretariat, 1996)
http://www.imolin.org/pdf/imolin/Comsecml.pdf
Model Regulations Concerning Laundering Offenses Connected to Illicit Drug • 
Traffi cking and Other Serious Offenses (OAS/CICAD, July 2002)
http://www.imolin.org/imolin/en/cicadml.html
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Recommendation 1
Countries should criminalise money laundering on the basis of UN Conven-
tion against Illicit Traffi c in Narcotic Drugs and Psychotropic Substances, 1988 
(the Vienna Convention) and UN Convention against Transnational Organized 
Crime, 2000 (the Palermo Convention).

Countries should apply the crime of money laundering to all serious offences, 
with a view to including the widest range of predicate offences. Predicate 
offences may be described by reference to all offences, or to a threshold linked 
either to a category of serious offences or to the penalty of imprisonment 
applicable to the predicate offence (threshold approach), or to a list of predicate 
offences, or a combination of these approaches.

Where countries apply a threshold approach, predicate offences should at a 
minimum comprise all offences that fall within the category of serious offences 
under their national law or should include offences that are punishable by a 
maximum penalty of more than one year’s imprisonment or for those countries 
that have a minimum threshold for offences in their legal system, predicate 
offences should include all offences that are punished by a minimum penalty of 
more than six months imprisonment. 

Whichever approach is adopted, each country should at a minimum include a 
range of offences within each of the designated categories of offences. 

Predicate offences for money laundering should extend to conduct that 
occurred in another country that constitutes an offence in that country and that 
would have constituted a predicate offence had it occurred domestically. Coun-
tries may provide that the only prerequisite is that the conduct would have 
constituted a predicate offence had it occurred domestically.

Countries may provide that the offence of money laundering does not apply to 
persons who committed the predicate offence, where this is required by funda-
mental principles of their domestic law.

Appendix B: 
FATF Recommendation 1
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Each country should criminalise the fi nancing of terrorism, terrorist acts, and 
terrorist organizations. Countries should ensure that such offences are desig-
nated as money laundering predicate offences.

Interpretative Note to Special Recommendation II: Criminalising the 
fi nancing of terrorism and associated money laundering

OBJECTIVE

1) Special Recommendation II was developed with the objective of ensuring that 
countries have the legal capacity to prosecute and apply criminal sanctions to 
persons that fi nance terrorism. Given the close connection between interna-
tional terrorism and inter alia money laundering, another objective of Special 
Recommendation II is to emphasize this link by obligating countries to include 
terrorist fi nancing offences as predicate offences for money laundering. The 
basis for criminalising terrorist fi nancing should be the United Nations Interna-
tional Convention for the Suppression of the Financing of Terrorism, 1999 [1].

DEFINITIONS

2) For the purposes of Special Recommendation II and this Interpretative 
Note, the following defi nitions apply: 

a) The term funds refers to assets of every kind, whether tangible or intan-
gible, movable or immovable, however acquired, and legal documents or 
instruments in any form, including electronic or digital, evidencing title 
to, or interest in, such assets, including, but not limited to, bank credits, 
travellers cheques, bank cheques, money orders, shares, securities, bonds, 
drafts, letters of credit.

b) The term terrorist refers to any natural person who: (i) commits, or 
attempts to commit, terrorist acts by any means, directly or indirectly, 
unlawfully and willfully; (ii) participates as an accomplice in terrorist 
acts; (iii) organises or directs others to commit terrorist acts; or (iv) con-
tributes to the commission of terrorist acts by a group of persons acting 
with a common purpose where the contribution is made intentionally 
and with the aim of furthering the terrorist act or with the knowledge of 
the intention of the group to commit a terrorist act.

Appendix C:
FATF Special Recommendation II
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c) The term terrorist act includes: (i) an act which constitutes an offence within 
the scope of, and as defi ned in one of the following treaties: Convention 
for the Suppression of Unlawful Seizure of Aircraft (1970), Convention 
for the Suppression of Unlawful Acts against the Safety of Civil Aviation 
(1971), Convention on the Prevention and Punishment of Crimes against 
Internationally Protected Persons, including Diplomatic Agents (1973), 
International Convention against the Taking of Hostages (1979), Conven-
tion on the Physical Protection of Nuclear Material (1980), Protocol for the 
Suppression of Unlawful Acts of Violence at Airports Serving International 
Civil Aviation, supplementary to the Convention for the Suppression of 
Unlawful Acts against the Safety of Civil Aviation (1988), Convention for 
the Suppression of Unlawful Acts against the Safety of Maritime Naviga-
tion (1988), Protocol for the Suppression of Unlawful Acts against the 
Safety of Fixed Platforms located on the Continental Shelf (1988), and the 
International Convention for the Suppression of Terrorist Bombings (1997); 
and (ii) any other act intended to cause death or serious bodily injury to a 
civilian, or to any other person not taking an active part in the hostilities in 
a situation of armed confl ict, when the purpose of such act, by its nature 
or context, is to intimidate a population, or to compel a Government or an 
international organisation to do or to abstain from doing any act.

d) The term terrorist fi nancing includes the fi nancing of terrorist acts, and of 
terrorists and terrorist organisations.

e) The term terrorist organisation refers to any group of terrorists that: (i) 
commits, or attempts to commit, terrorist acts by any means, directly 
or indirectly, unlawfully and willfully; (ii) participates as an accomplice 
in terrorist acts; (iii) organises or directs others to commit terrorist acts; 
or (iv) contributes to the commission of terrorist acts by a group of 
persons acting with a common purpose where the contribution is made 
intentionally and with the aim of furthering the terrorist act or with the 
knowledge of the intention of the group to commit a terrorist act.

CHARACTERISTICS OF THE TERRORIST FINANCING OFFENCE

3) Terrorist fi nancing offences should extend to any person who willfully pro-
vides or collects funds by any means, directly or indirectly, with the unlaw-
ful intention that they should be used or in the knowledge that they are to 
be used, in full or in part: (a) to carry out a terrorist act(s); (b) by a terrorist 
organisation; or (c) by an individual terrorist.

4) Criminalising terrorist fi nancing solely on the basis of aiding and abetting, 
attempt, or conspiracy does not comply with this Recommendation.

5) Terrorist fi nancing offences should extend to any funds whether from a 
legitimate or illegitimate source.

6) Terrorist fi nancing offences should not require that the funds: (a) were 
actually used to carry out or attempt a terrorist act(s); or (b) be linked to a 
specifi c terrorist act(s).
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7) It should also be an offence to attempt to commit the offence of terrorist 
fi nancing.

8) It should also be an offence to engage in any of the following types of 
conduct:
a) Participating as an accomplice in an offence as set forth in paragraphs 3 
or 7 of this Interpretative Note; b) Organising or directing others to com-
mit an offence as set forth in paragraphs 3 or 7 of this Interpretative Note; 
c) Contributing to the commission of one or more offence(s) as set forth 
in paragraphs 3 or 7 of this Interpretative Note by a group of persons act-
ing with a common purpose. Such contribution shall be intentional and 
shall either: (i) be made with the aim of furthering the criminal activity or 
criminal purpose of the group, where such activity or purpose involves the 
commission of a terrorist fi nancing offence; or (ii) be made in the knowl-
edge of the intention of the group to commit a terrorist fi nancing offence.

9) Terrorist fi nancing offences should be predicate offences for money laun-
dering.

10) Terrorist fi nancing offences should apply, regardless of whether the 
person alleged to have committed the offence(s) is in the same country 
or a different country from the one in which the terrorist(s)/terrorist 
organization(s) is located or the terrorist act(s) occurred/will occur.

11) The law should permit the intentional element of the terrorist fi nancing 
offence to be inferred from objective factual circumstances.

12) Criminal liability for terrorist fi nancing should extend to legal persons. 
Where that is not possible (i.e. due to fundamental principles of domestic 
law), civil or administrative liability should apply.

13) Making legal persons subject to criminal liability for terrorist fi nancing 
should not preclude the possibility of parallel criminal, civil or administra-
tive proceedings in countries in which more than one form of liability is 
available.

14) Natural and legal persons should be subject to effective, proportion-
ate, and dissuasive criminal, civil or administrative sanctions for terrorist 
fi nancing.

[1] Although the UN Convention had not yet come into force at the time that 
Special Recommendation II was originally issued in October 2001—and thus 
is not cited in the Special Recommendation itself—the intent of the FATF has 
been from the issuance of Special Recommendation II to reiterate and reinforce 
the criminalization standard as set forth in the Convention (in particular, Article 
2). The Convention came into force in April 2003.



Legal Requirements to Meet International Standards�|�39

Guidance Notes by FATF (Excerpt)
SPECIAL RECOMMENDATION II: CRIMINALISING THE FINANCING OF TERRORISM AND ASSOCIATED 
MONEY LAUNDERING

This Recommendation contains two elements:

Jurisdictions should criminalise “the fi nancing of terrorism, of terrorist acts • 
and of terrorist organisations”; and
Jurisdictions should establish terrorist fi nancing offences as predicate • 
offences for money laundering.

In implementing SR II, jurisdictions must either establish specifi c criminal 
offences for terrorist fi nancing activities, or they must be able to cite existing 
criminal offences that may be directly applied to such cases. The terms fi nanc-
ing of terrorism or fi nancing of terrorist acts refer to the activities described in the 
UN Convention (Article 2) and S/RES/1373(2001), paragraph 1b (see the UN 
website at http://www.un.org/documents/scres.htm for text of this Resolution). It 
should be noted that each jurisdiction should also ensure that terrorist fi nancing 
offences apply as predicate offences even when carried out in another state. This 
corollary interpretation of SR II is then consistent with FATF Recommendation 4.

FATF Recommendation 4 already calls for jurisdictions to designate “serious 
offences” as predicates for the offence of money laundering. Special Recom-
mendation II builds on Recommendation 4 by requiring that, given the gravity 
of terrorist fi nancing offences, terrorism fi nancing offences should be specifi cally 
included among the predicates for money laundering. For the full text of the 
FATF Forty Recommendations, along with their Interpretative Notes, see the 
FATF website at http://www.fatfgafi .org/40Recs_en.htm.

Finally, as in general with other predicates for money laundering, jurisdictions 
should ensure that terrorist fi nancing offences are predicate offences even if 
they are committed in a jurisdiction different from the one in which the money 
laundering offence is being applied.
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Each country should take immediate steps to ratify and to implement fully 
the 1999 United Nations International Convention for the Suppression of the 
Financing of Terrorism.

Countries should also immediately implement the United Nations resolutions 
relating to the prevention and suppression of the fi nancing of terrorist acts, par-
ticularly United Nations Security Council Resolution 1373.

Guidance Notes by the FATF (Excerpt)
SPECIAL RECOMMENDATION I: RATIFICATION AND IMPLEMENTATION OF UN INSTRUMENTS

This Recommendation contains six elements:

Jurisdictions should ratify and fully implement the 1999 United Nations • 
International Convention for the Suppression of the Financing of Terror-
ism, and
Jurisdictions should implement fi ve United Nations Security Council Reso-• 
lutions: S/RES/1267(1999), S/RES/1269(1999), S/RES/1333(2000), S/
RES/1373(2001), and S/RES/1390(2001).

For the purposes of this special Recommendation, ratifi cation means having car-
ried out any necessary national legislative or executive procedures to approve 
the UN Convention and having delivered appropriate ratifi cation instruments 
to the United Nations. Implementation as used here means having put measures 
in place to bring the requirements indicated in the UN Convention and UNSC 
Resolutions into effect. The measures may be established by law, regulation, 
directive, decree or any other appropriate legislative or executive act according 
to national law.

The UN Convention was open for signature from 10 January 2000 to 31 
December 2001, and upon signature is subject to ratifi cation, acceptance or 
approval. Ratifi cation, acceptance or approval instruments must be deposited 
with the Secretary-General of the United Nations in New York. Those coun-
tries that have not signed the Convention may accede to it (see Article 25 of 
the Convention).

The full text of the UN Convention may be consulted at http://untreaty.un.org/
English/Terrorism.asp. As of 19 March 2002, 132 countries have signed, and 24 

Appendix D: 
FATF Special Recommendation I
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have deposited ratifi cation instruments. On 10 March 2002, the UN Conven-
tion reached the minimum number of ratifi cations (22) stipulated as necessary 
for it to come into effect. The effective date of the convention is 10 April 2002. 
The Web page containing information on the status of the Convention is located 
on the UN website at http://untreaty.un.org/ENGLISH/status/Chapter_xviii/
treaty11.asp. 

For general information about UN treaties, see http://untreaty.un.org/english/
guide.asp and the Treaty Handbook of the UN Offi ce of Legal Affairs at 
http://untreaty.un.org/English/TreatyHandbook/hbframeset.htm.

The texts of the relevant United Nations Security Council resolutions may be 
consulted on the UN website at http://www.un.org/documents/scres.htm.
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Countries should take immediate steps to become party to and implement fully 
the Vienna Convention, the Palermo Convention, and the 1999 United Nations 
International Convention for the Suppression of the Financing of Terrorism. 
Countries are also encouraged to ratify and implement other relevant interna-
tional conventions, such as the 1990 Council of Europe Convention on Laun-
dering, Search, Seizure and Confi scation of the Proceeds from Crime and the 
2002 Inter-American Convention against Terrorism.

Appendix E: 
FATF Recommendation 35
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Countries should ensure that:

a) The intent and knowledge required to prove the offence of money launder-
ing is consistent with the standards set forth in the Vienna and Palermo 
Conventions, including the concept that such mental state may be inferred 
from objective factual circumstances.

b) Criminal liability, and, where that is not possible, civil or administrative 
liability, should apply to legal persons. This should not preclude parallel 
criminal, civil or administrative proceedings with respect to legal persons in 
countries in which such forms of liability are available. Legal persons should 
be subject to effective, proportionate and dissuasive sanctions. Such mea-
sures should be without prejudice to the criminal liability of individuals.

Appendix F: 
FATF Recommendation 2
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Countries should adopt measures similar to those set forth in the Vienna and 
Palermo Conventions, including legislative measures, to enable their competent 
authorities to confi scate property, proceeds from money laundering or predi-
cate offences, instrumentalities used in or intended for use in the commission 
of these offences, or property of corresponding value, without prejudicing the 
rights of bona fi de third parties. 

Such measures should include the authority to: (a) identify, trace and evalu-
ate property that is subject to confi scation; (b) carry out provisional measures, 
such as freezing and seizing, to prevent any dealing, transfer or disposal of such 
property; (c) take steps that will prevent or void actions that prejudice the 
State’s ability to recover property that is subject to confi scation; and (d) take 
any appropriate investigative measures. 

Countries may consider adopting measures that allow such proceeds or instru-
mentalities to be confi scated without requiring a criminal conviction, or which 
require an offender to demonstrate the lawful origin of the property alleged to 
be liable to confi scation, to the extent that such a requirement is consistent with 
the principles of their domestic law.

Appendix G: 
FATF Recommendation 3
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Each country should implement measures to freeze without delay funds or 
other assets of terrorists, those who fi nance terrorism and terrorist organizations 
in accordance with the United Nations resolutions relating to the prevention 
and suppression of the fi nancing of terrorist acts.

Each country should also adopt and implement measures, including legislative 
ones, which would enable the competent authorities to seize and confi scate 
property that is the proceeds of, or is used in, or intended or allocated for use in, 
the fi nancing of terrorism, terrorist acts or terrorist organisations.

Interpretative Note to Special Recommendation III: Freezing and 
Confi scating Terrorist Assets
OBJECTIVES

1) FATF Special Recommendation III consists of two obligations. The fi rst 
requires jurisdictions to implement measures that will freeze or, if appropri-
ate, seize terrorist-related funds or other assets without delay in accordance 
with relevant United Nations resolutions. The second obligation of Special 
Recommendation III is to have measures in place that permit a jurisdiction 
to seize or confi scate terrorist funds or other assets on the basis of an order 
or mechanism issued by a competent authority or a court.

2) The objective of the fi rst requirement is to freeze terrorist-related funds or 
other assets based on reasonable grounds, or a reasonable basis, to suspect 
or believe that such funds or other assets could be used to fi nance terrorist 
activity. The objective of the second requirement is to deprive terrorists of 
these funds or other assets if and when links have been adequately established 
between the funds or other assets and terrorists or terrorist activity. The intent 
of the fi rst objective is preventative, while the intent of the second objec-
tive is mainly preventative and punitive.  Both requirements are necessary 
to deprive terrorists and terrorist networks of the means to conduct future 
terrorist activity and maintain their infrastructure and operations.

SCOPE

3) Special Recommendation III is intended, with regard to its fi rst require-
ment, to complement the obligations in the context of the United Nations 
Security Council resolutions relating to the prevention and suppression of 

Appendix H:
FATF Special Recommendation III
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the fi nancing of terrorist acts—S/RES/1267(1999) and its successor resolu-
tions,7 S/RES/1373(2001) and any prospective resolutions related to the 
freezing, or if appropriate seizure, of terrorist assets.  It should be stressed 
that none of the obligations in Special Recommendation III is intended to 
replace other measures or obligations that may already be in place for dealing 
with funds or other assets in the context of a criminal, civil, or administra-
tive investigation or proceeding.8 The focus of Special Recommendation III 
instead is on the preventative measures that are necessary and unique in the 
context of stopping the fl ow or use of funds or other assets to terrorist groups.

4) S/RES/1267(1999) and S/RES/1373(2001) differ in the persons and enti-
ties whose funds or other assets are to be frozen, the authorities responsible 
for making these designations, and the effect of these designations.

5) S/RES/1267(1999) and its successor resolutions obligate jurisdictions to 
freeze without delay the funds or other assets owned or controlled by 
Al-Qaida, the Taliban, Usama bin Laden, or persons and entities associated 
with them as designated by the UN Al-Qaida and Taliban Sanctions Com-
mittee established pursuant to United Nations Security Council Resolu-
tion 1267 (the Al-Qaida and Taliban Sanctions Committee). This includes 
funds derived from funds or other assets owned or controlled, directly or 
indirectly, by them or by persons acting on their behalf or at their direction, 
and ensure that neither these nor any other funds or other assets are made 
available, directly or indirectly, for such persons’ benefi t, by their nationals 
or by any person within their territory. The Al-Qaida and Taliban Sanc-
tions Committee is the authority responsible for designating the persons 
and entities that should have their funds or other assets frozen under S/
RES/1267(1999). All jurisdictions that are members of the UN are obli-
gated by S/RES/1267(1999) to freeze the assets of persons and entities so 
designated by the Al-Qaida and Taliban Sanctions Committee.9

6) S/RES/1373(2001) obligates jurisdictions10 to freeze without delay the 
funds or other assets of persons who commit, or attempt to commit, ter-
rorist acts or participate in or facilitate the commission of terrorist acts; of 
entities owned or controlled directly or indirectly by such persons; and of 

7 When issued, S/RES/1267(1999) had a time limit of one year. A series of resolutions have been 
issued by the UNSC to extend and further refi ne provisions of S/RES/1267(1999).  Successor 
resolutions are those resolutions that extend and are directly related to the original resolution S/
RES/1267(1999).  At the time of issue of this Interpretative Note, these resolutions included S/
RES/1333(2000), S/RES/1363(2001), S/RES/1390(2002), and S/RES/1455(2003).  In this Interpre-
tative Note, the term S/RES/1267(1999) refers to S/RES/1267(1999) and its successor resolutions.
8 For instance, both the UN Convention against Illicit Traffi c in Narcotic Drugs and Psychotropic 
Substances (1988) and UN Convention against Transnational Organized Crime (2000) contain 
obligations regarding freezing, seizure, and confi scation in the context of combating transna-
tional crime. Those obligations exist separately and apart from obligations that are set forth in S/
RES/1267(1999), S/RES/1373(2001), and Special Recommendation III.
9 When the UNSC acts under Chapter VII of the UN Charter, the resolutions it issues are manda-
tory for all UN members.
10 The UNSC was acting under Chapter VII of the UN Charter in issuing S/RES/1373(2001) (see 
previous footnote).
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persons and entities acting on behalf of, or at the direction of such persons 
and entities, including funds or other assets derived or generated from prop-
erty owned or controlled, directly or indirectly, by such persons and associ-
ated persons and entities.  Each individual jurisdiction has the authority 
to designate the persons and entities that should have their funds or other 
assets frozen. Additionally, to ensure that effective co-operation is devel-
oped among jurisdictions, jurisdictions should examine and give effect to, if 
appropriate, the actions initiated under the freezing mechanisms of other 
jurisdictions. When (i) a specifi c notifi cation or communication is sent and 
(ii) the jurisdiction receiving the request is satisfi ed, according to applicable 
legal principles, that a requested designation is supported by reasonable 
grounds, or a reasonable basis, to suspect or believe that the proposed desig-
nee is a terrorist, one who fi nances terrorism or a terrorist organisation, the 
jurisdiction receiving the request must ensure that the funds or other assets 
of the designated person are frozen without delay.

DEFINITIONS

7) For the purposes of Special Recommendation III and this Interpretive Note, 
the following defi nitions apply:

a) The term freeze means to prohibit the transfer, conversion, disposition or 
movement of funds or other assets on the basis of, and for the duration 
of the validity of, an action initiated by a competent authority or a court 
under a freezing mechanism. The frozen funds or other assets remain the 
property of the person(s) or entity(ies) that held an interest in the speci-
fi ed funds or other assets at the time of the freezing and may continue to 
be administered by the fi nancial institution or other arrangements desig-
nated by such person(s) or entity(ies) prior to the initiation of an action 
under a freezing mechanism.

b) The term seize means to prohibit the transfer, conversion, disposition or 
movement of funds or other assets on the basis of an action initiated by 
a competent authority or a court under a freezing mechanism. However, 
unlike a freezing action, a seizure is affected by a mechanism that allows 
the competent authority or court to take control of specifi ed funds or 
other assets.  The seized funds or other assets remain the property of 
the person(s) or entity(ies) that held an interest in the specifi ed funds or 
other assets at the time of the seizure, although the competent authority 
or court will often take over possession, administration, or management 
of the seized funds or other assets.

c) The term confi scate, which includes forfeiture where applicable, means 
the permanent deprivation of funds or other assets by order of a compe-
tent authority or a court.  Confi scation or forfeiture takes place through 
a judicial or administrative procedure that transfers the ownership of 
specifi ed funds or other assets to be transferred to the state. In this case, 
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the person(s) or entity(ies) that held an interest in the specifi ed funds or 
other assets at the time of the confi scation or forfeiture loses all rights, in 
principle, to the confi scated or forfeited funds or other assets.11

d) The term funds or other assets means fi nancial assets, property of every 
kind, whether tangible or intangible, movable or immovable, however 
acquired, and legal documents or instruments in any form, including 
electronic or digital, evidencing title to, or interest in, such funds or other 
assets, including, but not limited to, bank credits, travellers checques, 
bank checques, money orders, shares, securities, bonds, drafts, or letters of 
credit, and any interest, dividends or other income on or value accruing 
from or generated by such funds or other assets.

e) The term terrorist refers to any natural person who: (i) commits, or 
attempts to commit, terrorist acts12 by any means, directly or indirectly, 
unlawfully and willfully; (ii) participates as an accomplice in terrorist acts 
or terrorist fi nancing; (iii) organises or directs others to commit terrorist 
acts or terrorist fi nancing; or (iv) contributes to the commission of terror-
ist acts or terrorist fi nancing by a group of persons acting with a common 
purpose where the contribution is made intentionally and with the aim of 
furthering the terrorist act or terrorist fi nancing or with the knowledge of 
the intention of the group to commit a terrorist act or terrorist fi nancing.

f) The phrase those who fi nance terrorism refers to any person, group, under-
taking or other entity that provides or collects, by any means, directly 
or indirectly, funds or other assets that may be used, in full or in part, to 
facilitate the commission of terrorist acts, or to any persons or entities 
acting on behalf of, or at the direction of such persons, groups, undertak-
ings or other entities. This includes those who provide or collect funds or 
other assets with the intention that they should be used or in the knowl-
edge that they are to be used, in full or in part, in order to carry out ter-
rorist acts.

g) The term terrorist organisation refers to any legal person, group, under-
taking or other entity owned or controlled directly or indirectly by a 
terrorist(s).

11 Confi scation or forfeiture orders are usually linked to a criminal conviction or a court decision 
whereby the confi scated or forfeited property is determined to have been derived from or intended 
for use in a violation of the law.
12 A terrorist act includes an act that constitutes an offense within the scope of, and as defi ned in one 
of the following treaties: Convention for the Suppression of Unlawful Seizure of Aircraft; Conven-
tion for the Suppression of Unlawful Acts against the Safety of Civil Aviation; Convention on the 
Prevention and Punishment of Crimes against Internationally Protected Persons, including Diplo-
matic Agents; International Convention against the Taking of Hostages; Convention on the Physical 
Protection of Nuclear Material; Protocol for the Suppression of Unlawful Acts of Violence at 
Airports Serving International Civil Aviation, supplementary to the Convention for the Suppression 
of Unlawful Acts against the Safety of Civil Aviation; Convention for the Suppression of Unlaw-
ful Acts against the Safety of Maritime Navigation; Protocol for the Suppression of Unlawful Acts 
against the Safety of Fixed Platforms located on the Continental Shelf; International Convention for 
the Suppression of Terrorist Bombings; and the International Convention for the Suppression of the 
Financing of Terrorism (1999).
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h) The term designated persons refers to those persons or entities desig-
nated by the Al-Qaida and Taliban Sanctions Committee pursuant to S/
RES/1267(1999) or those persons or entities designated and accepted, as 
appropriate, by jurisdictions pursuant to S/RES/1373(2001).

i) The phrase without delay, for the purposes of S/RES/1267(1999), means, 
ideally, within a matter of hours of a designation by the Al-Qaida and 
Taliban Sanctions Committee. For the purposes of S/RES/1373(2001), 
the phrase without delay means upon having reasonable grounds, or a 
reasonable basis, to suspect or believe that a person or entity is a terrorist, 
one who fi nances terrorism or a terrorist organisation. The phrase without 
delay should be interpreted in the context of the need to prevent the 
fl ight or dissipation of terrorist-linked funds or other assets, and the need 
for global, concerted action to interdict and disrupt their fl ow swiftly.

FREEZING WITHOUT DELAY TERRORIST-RELATED FUNDS OR OTHER ASSETS

8) In order to fulfi ll the preventive intent of Special Recommendation III, 
jurisdictions should establish the necessary authority and adopt the follow-
ing standards and procedures to freeze the funds or other assets of terrorists, 
those who fi nance terrorism, and terrorist organisations in accordance with 
both S/RES/1267(1999) and S/RES/1373(2001):

a) Authority to freeze, unfreeze and prohibit dealing in funds or other 
assets of designated persons. Jurisdictions should prohibit by enforce-
able means the transfer, conversion, disposition or movement of funds or 
other assets.  Options for providing the authority to freeze and unfreeze 
terrorist funds or other assets include:
(i) empowering or designating a competent authority or a court to issue, 

administer and enforce freezing and unfreezing actions under relevant 
mechanisms, or

(ii) enacting legislation that places responsibility for freezing the funds or 
other assets of designated persons publicly identifi ed by a competent 
authority or a court on the person or entity holding the funds or other 
assets and subjecting them to sanctions for non-compliance.

 The authority to freeze and unfreeze funds or other assets should also 
extend to funds or other assets derived or generated from funds or other 
assets owned or controlled directly or indirectly by such terrorists, those 
who fi nance terrorism, or terrorist organisations.

 Whatever option is chosen there should be clearly identifi able competent 
authorities responsible for enforcing the measures.

 The competent authorities shall ensure that their nationals or any per-
sons and entities within their territories are prohibited from making any 
funds or other assets, economic resources, or fi nancial or other related 
services available, directly or indirectly, wholly or jointly, for the benefi t 
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of: designated persons, terrorists; those who fi nance terrorism; terrorist 
organisations; entities owned or controlled, directly or indirectly, by such 
persons or entities; and persons and entities acting on behalf of or at the 
direction of such persons or entities.

b) Freezing procedures. Jurisdictions should develop and implement proce-
dures to freeze the funds or other assets specifi ed in paragraph (c) below 
without delay and without giving prior notice to the persons or entities 
concerned. Persons or entities holding such funds or other assets should 
be required by law to freeze them and should furthermore be subject to 
sanctions for noncompliance with this requirement. Any delay between 
the offi cial receipt of information provided in support of a designation 
and the actual freezing of the funds or other assets of designated per-
sons undermines the effectiveness of designation by affording designated 
persons time to remove funds or other assets from identifi able accounts 
and places. Consequently, these procedures must ensure (i) the prompt 
determination whether reasonable grounds or a reasonable basis exists 
to initiate an action under a freezing mechanism and (ii) the subsequent 
freezing of funds or other assets without delay upon determination that 
such grounds or basis for freezing exist. Jurisdictions should develop 
effi cient and effective systems for communicating actions taken under 
their freezing mechanisms to the fi nancial sector immediately upon tak-
ing such action. As well, they should provide clear guidance, particularly 
fi nancial institutions and other persons or entities that may be holding 
targeted funds or other assets on obligations in taking action under freez-
ing mechanisms.

c) Funds or other assets to be frozen or, if appropriate, seized. Under Special 
Recommendation III, funds or other assets to be frozen include those sub-
ject to freezing under S/RES/1267(1999) and S/RES/1373(2001). Such 
funds or other assets would also include those wholly or jointly owned 
or controlled, directly or indirectly, by designated persons. In accordance 
with their obligations under the United Nations International Convention 
for the Suppression of the Financing of Terrorism (1999) (the Terrorist 
Financing Convention (1999)), jurisdictions should be able to freeze or, 
if appropriate, seize any funds or other assets that they identify, detect 
and verify, in accordance with applicable legal principles, as being used 
by, allocated for, or being made available to terrorists, those who fi nance 
terrorists or terrorist organisations. Freezing or seizing under the Terrorist 
Financing Convention (1999) may be conducted by freezing or seizing in 
the context of a criminal investigation or proceeding. Freezing action taken 
under Special Recommendation III shall be without prejudice to the rights 
of third parties acting in good faith.

d) De-listing and unfreezing procedures. Jurisdictions should develop and 
implement publicly known procedures to consider de-listing requests 
upon satisfaction of certain criteria consistent with international obliga-
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tions and applicable legal principles, and to unfreeze the funds or other 
assets of de-listed persons or entities in a timely manner.  For persons and 
entities designated under S/RES/1267(1999), such procedures and cri-
teria should be in accordance with procedures adopted by the Al-Qaida 
and Taliban Sanctions Committee under S/RES/1267(1999).

e) Unfreezing upon verifi cation of identity. For persons or entities with 
the same or similar name as designated persons, who are inadvertently 
affected by a freezing mechanism, jurisdictions should develop and 
implement publicly known procedures to unfreeze the funds or other 
assets of such persons or entities in a timely manner upon verifi cation 
that the person or entity involved is not a designated person.

f) Providing access to frozen funds or other assets in certain circumstances. 
Where jurisdictions have determined that funds or other assets, which 
are otherwise subject to freezing pursuant to the obligations under S/
RES/1267(1999), are necessary for basic expenses; for the payment of 
certain types of fees, expenses and service charges; or for extraordinary 
expenses,13 jurisdictions should authorize access to such funds or other 
assets in accordance with the procedures set out in S/RES/1452(2002) and 
subject to approval of the Al-Qaida and Taliban Sanctions Committee. On 
the same grounds, jurisdictions may authorise access to funds or other 
assets, if freezing measures are applied pursuant to S/RES/1373(2001).

g) Remedies. Jurisdictions should provide for a mechanism through which 
a person or an entity that is the target of a freezing mechanism in the 
context of terrorist fi nancing can challenge that measure with a view to 
having it reviewed by a competent authority or a court.

h) Sanctions. Jurisdictions should adopt appropriate measures to monitor 
effectively the compliance with relevant legislation, rules, or regula-
tions governing freezing mechanisms by fi nancial institutions and 
other persons or entities that may be holding funds or other assets as 
indicated in paragraph 8(c) above. Failure to comply with such legisla-
tion, rules, or regulations should be subject to civil, administrative or 
criminal sanctions.

SEIZURE AND CONFISCATION

9) Consistent with FATF Recommendation 3, jurisdictions should adopt mea-
sures similar to those set forth in Article V of the United Nations Conven-
tion against Illicit Traffi c in Narcotic Drugs and Psychotropic Substances 
(1988), Articles 12 to 14 of the United Nations Convention on Transna-
tional Organised Crime (2000), and Article 8 of the Terrorist Financing 
Convention (1999), including legislative measures, to enable their courts or 
competent authorities to seize and confi scate terrorist funds or other assets.

13 See Article 1, S/RES/1452(2002) for the specifi c types of expenses that are covered.



52�|�Module 2

Guidance Notes by the FATF (Excerpt)
SPECIAL RECOMMENDATION III: FREEZING AND CONFISCATING TERRORIST ASSETS

This recommendation contains three major elements:

Jurisdictions should have the authority to • freeze funds or assets of (a) ter-
rorists and terrorist organisations and (b) those who fi nance terrorist acts or 
terrorist organisations;
They should have the authority to • seize (a) the proceeds of terrorism or 
of terrorist acts, (b) the property used in terrorism, in terrorist acts or by 
terrorist organizations, and (c) property intended or allocated for use in ter-
rorism, in terrorist acts or by terrorist organisations; and
They should have the authority to • confi scate (a) the proceeds of terrorism 
or of terrorist acts; (b) the property used in terrorism, in terrorist acts or by 
terrorist organizations and (c) property intended or allocated for use in ter-
rorism, in terrorist acts or by terrorist organisations.

The term measures, as used in SR III, refers to explicit (legislative or regulatory) 
provisions or “executive powers” that permit the three types of action. As with 
the preceding Recommendation, it is not necessary that the texts authorising 
these powers mention terrorist fi nancing in particular. However, jurisdictions 
with already existing laws must be able to cite specifi c provisions that permit 
them to freeze, to seize or to confi scate terrorist related funds and assets within 
the national legal/judicial context.

The defi nitions of the concepts of freezing, seizure and confi scation vary from 
one jurisdiction to another. For the purposes of general guidance, the following 
descriptions of these terms are provided:

Freezing: In the context of this Recommendation, a competent government 
or judicial authority must be able to freeze, to block or to restrain specifi c 
funds or assets and thus prevent them from being moved or disposed of. The 
assets/funds remain the property of the original owner and may continue to 
be administered by the fi nancial institution or other management arrangement 
designated by the owner.

Seizure: As with freezing, competent government or judicial authorities must be 
able to take action or to issue an order that allows them to take control of speci-
fi ed funds or assets. The assets/funds remain the property of the original owner, 
although the competent authority will often take over possession, administra-
tion, or management of the assets/funds.

Confi scation (or forfeiture): Confi scation or forfeiture takes place when compe-
tent government or judicial authorities order that the ownership of specifi ed 
funds or assets be transferred to the State. In this case, the original owner loses 
all rights to the property. Confi scation or forfeiture orders are usually linked to a 
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criminal conviction and a court decision whereby the property is determined to 
have been derived from or intended for use in a violation of the law.

With regard to freezing in the context of SR III, the terms terrorists, those who 
fi nance terrorism and terrorist organisations refer to individuals and entities 
identifi ed pursuant to S/RES/1267 (1999) and S/RES/1390 (2002), as well as 
to any other individuals and entities designated as such by individual national 
governments.
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Countries should consider applying the FATF Recommendations to businesses 
and professions, other than designated non-fi nancial businesses and professions, 
that pose a money laundering or terrorist fi nancing risk. 

Countries should further encourage the development of modern and secure 
techniques of money management that are less vulnerable to money laundering.

Appendix I: 
FATF Recommendation 20
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Countries should ensure that fi nancial institutions are subject to adequate 
regulation and supervision and are effectively implementing the FATF Recom-
mendations. Competent authorities should take the necessary legal or regula-
tory measures to prevent criminals or their associates from holding or being the 
benefi cial owner of a signifi cant or controlling interest or holding a management 
function in a fi nancial institution.

For fi nancial institutions subject to the Core Principles, the regulatory and 
supervisory measures that apply for prudential purposes and that are also 
relevant to money laundering, should apply in a similar manner for anti–money 
laundering and terrorist fi nancing purposes.

Other fi nancial institutions should be licensed or registered and appropriately 
regulated, and subject to supervision or oversight for anti–money laundering 
purposes, having regard to the risk of money laundering or terrorist fi nancing 
in that sector. At a minimum, businesses providing a service of money or value 
transfer, or of money or currency changing, should be licensed or registered, 
and subject to effective systems for monitoring and ensuring compliance with 
national requirements to combat money laundering and terrorist fi nancing.

Interpretative Note to Recommendation 23
Recommendation 23 should not be read as to require the introduction of a sys-
tem of regular review of licensing of controlling interests in fi nancial institutions 
merely for anti–money laundering purposes, but as to stress the desirability of 
suitability review for controlling shareholders in fi nancial institutions (banks and 
nonbanks in particular) from an FATF point of view. Hence, where shareholder 
suitability (or “fi t and proper”) tests exist, the attention of supervisors should be 
drawn to their relevance for anti–money laundering purposes.

Appendix J: 
FATF Recommendation 23
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Designated non-fi nancial businesses and professions should be subject to regula-
tory and supervisory measures as set out below. 

a) Casinos should be subject to a comprehensive regulatory and supervisory 
regime that ensures that they have effectively implemented the necessary 
anti–money laundering and terrorist fi nancing measures. At a minimum:

casinos should be licensed;• 
competent authorities should take the necessary legal or regulatory mea-• 
sures to prevent criminals or their associates from holding or being the 
benefi cial owner of a signifi cant or controlling interest, holding a manage-
ment function in, or being an operator of a casino; 
competent authorities should ensure that casinos are effectively super-• 
vised for compliance with requirements to combat money laundering and 
terrorist fi nancing. 

b) Countries should ensure that the other categories designated non-fi nancial 
businesses and professions are subject to effective systems for monitoring 
and ensuring their compliance with requirements to combat money laun-
dering and terrorist fi nancing. This should be performed on a risk-sensitive 
basis. This may be performed by a government authority or by an appro-
priate self-regulatory organization, provided that such an organization can 
ensure that its members comply with their obligations to combat money 
laundering and terrorist fi nancing.

Appendix K: 
FATF Recommendation 24
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Countries should take measures to prevent the unlawful use of legal persons 
by money launderers. Countries should ensure that there is adequate, accurate 
and timely information on the benefi cial ownership and control of legal persons 
that can be obtained or accessed in a timely fashion by competent authori-
ties. In particular, countries that have legal persons that are able to issue bearer 
shares should take appropriate measures to ensure that they are not misused for 
money laundering and be able to demonstrate the adequacy of those measures. 
Countries could consider measures to facilitate access to benefi cial ownership 
and control information to fi nancial institutions undertaking the requirements 
set out in Recommendation 5.

Appendix L: 
FATF Recommendation 33
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Countries should take measures to prevent the unlawful use of legal arrange-
ments by money launderers. In particular, countries should ensure that there is 
adequate, accurate and timely information on express trusts, including informa-
tion on the settler, trustee and benefi ciaries, that can be obtained or accessed in 
a timely fashion by competent authorities. Countries could consider measures 
to facilitate access to benefi cial ownership and control information to fi nancial 
institutions undertaking the requirements set out in Recommendation 5.

Appendix M: 
FATF Recommendation 34
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Countries should ensure that policy makers, the FIU, law enforcement and 
supervisors have effective mechanisms in place that enable them to co-operate, 
and where appropriate co-ordinate domestically with each other concerning the 
development and implementation of policies and activities to combat money 
laundering and terrorist fi nancing.

Appendix N: 
FATF Recommendation 31
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Countries should rapidly, constructively and effectively provide the widest pos-
sible range of mutual legal assistance in relation to money laundering and terror-
ist fi nancing investigations, prosecutions and related proceedings. In particular, 
countries should:

not prohibit or place unreasonable or unduly restrictive conditions on the • 
provision of mutual legal assistance; 
ensure that they have clear and effi cient processes for the execution of • 
mutual legal assistance requests;
not refuse to execute a request for mutual legal assistance on the sole • 
ground that the offence is also considered to involve fi scal matters; and 
not refuse to execute a request for mutual legal assistance on the grounds • 
that laws require fi nancial institutions to maintain secrecy or confi dentiality. 

Countries should ensure that the powers of their competent authorities 
required under Recommendation 28 are also available for use in response to 
requests for mutual legal assistance, and if consistent with their domestic frame-
work, in response to direct requests from foreign judicial or law enforcement 
authorities to domestic counterparts.

To avoid confl icts of jurisdiction, consideration should be given to devising 
and applying mechanisms for determining the best venue for prosecution of 
defendants in the interests of justice in cases that are subject to prosecution in 
more than one country.

Appendix O: 
FATF Recommendation 36
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Countries should, to the greatest extent possible, render mutual legal assistance 
notwithstanding the absence of dual criminality. 

Where dual criminality is required for mutual legal assistance or extradition, 
that requirement should be deemed to be satisfi ed, regardless of whether both 
countries place the offence within the same category of offence or denominate 
the offence by the same terminology, provided that both countries criminalise 
the conduct underlying the offence.

Appendix P: 
FATF Recommendation 37
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Each country should afford another country, on the basis of a treaty, arrange-
ment or other mechanism for mutual legal assistance or information exchange, 
the greatest possible measure of assistance in connection with criminal, civil 
enforcement, and administrative investigations, inquiries and proceedings relat-
ing to the fi nancing of terrorism, terrorist acts and terrorist organisations. 

Countries should also take all possible measures to ensure that they do not pro-
vide safe havens for individuals charged with the fi nancing of terrorism, terrorist 
acts or terrorist organisations, and should have procedures in place to extradite, 
where possible, such individuals.

Guidance Notes by the FATF (Excerpt)
SR V: INTERNATIONAL CO-OPERATION

This Recommendation contains fi ve elements:

Jurisdictions should permit the exchange of information regarding terrorist • 
fi nancing with other jurisdictions through mutual legal assistance mechanisms;
Jurisdictions should permit the exchange of information regarding terrorist • 
fi nancing with other jurisdictions by means other than through mutual legal 
assistance mechanisms;
Jurisdictions should have specifi c measures to permit the denial of “safe • 
haven” to individuals involved in terrorist fi nancing;
Jurisdictions should have procedures that permit the extradition of indi-• 
viduals involved in terrorist fi nancing; and
Jurisdictions should have provisions or procedures to ensure that “claims of • 
political motivation are not recognised as a ground for refusing requests to 
extradite persons alleged to be involved in terrorist fi nancing.”

To obtain a clear picture of the situation in each jurisdiction through the self-
assessment process, an artifi cial distinction has been made for some questions in 
the SAQTF between international co-operation through mutual legal assistance 
mechanisms on the one hand and information exchange through means other 
than through mutual legal assistance.

Appendix Q: 
FATF Special Recommendation V
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For the purposes of SR V, the term mutual legal assistance means the power to 
provide a full range of both non-coercive legal assistance, including the taking 
of evidence, the production of documents for investigation or as evidence, the 
search and seizure of documents or things relevant to criminal proceedings 
or to a criminal investigation, and the ability to enforce a foreign restraint, 
seizure, forfeiture or confi scation order in a criminal matter. In this instance, 
mutual legal assistance would also include information exchange through 
rogatory commissions (that is, from the judicial authorities in one jurisdiction 
to those in another).

Exchange of information by means other than through mutual legal assistance 
includes any arrangement other than those described in the preceding para-
graph. Under this category should be included exchanges that take place 
between FIUs or other agencies that communicate bilaterally on the basis of 
memoranda of understanding (MOUs), exchanges of letters, and so on.

With regard to the last three elements of SR V, these concepts should be 
understood as referred to in the relevant UN documents. These are S/RES/1373 
(2001), paragraph 2c (for denial of safe haven); the UN Convention, Article 11 
(for extradition); and the UN Convention, Article 14 (for rejection of claims of 
political motivation as related to extradition). The text of the UN Convention 
may be consulted at http://untreaty.un.org/English/Terrorism.asp; the text of S/
RES/1373 (2001) may be accessed at http://www.un.org/documents/scres.htm.

The term civil enforcement as used in SR V is intended to refer only to the type 
of investigations, inquiries or procedures conducted by regulatory or adminis-
trative authorities that have been empowered in certain jurisdictions to carry 
out such activities in relation to terrorist fi nancing. Civil enforcement is not 
meant to include civil procedures and related actions as understood in civil law 
jurisdictions.
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There should be authority to take expeditious action in response to requests 
by foreign countries to identify, freeze, seize and confi scate property laundered, 
proceeds from money laundering or predicate offences, instrumentalities used in 
or intended for use in the commission of these offences, or property of corre-
sponding value. There should also be arrangements for co-ordinating seizure and 
confi scation proceedings, which may include the sharing of confi scated assets.

Interpretative Note to Recommendation 38
Countries should consider:

a) Establishing an asset forfeiture fund in its respective country into which all 
or a portion of confi scated property will be deposited for law enforcement, 
health, education, or other appropriate purposes.

b) Taking such measures as may be necessary to enable it to share among or 
between other countries confi scated property, in particular, when confi sca-
tion is directly or indirectly a result of coordinated law enforcement actions.

Appendix R: 
FATF Recommendation 38
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Countries should recognize money laundering as an extraditable offence. Each 
country should either extradite its own nationals, or where a country does not 
do so solely on the grounds of nationality, that country should, at the request 
of the country seeking extradition, submit the case without undue delay to its 
competent authorities for the purpose of prosecution of the offences set forth 
in the request. Those authorities should make their decision and conduct their 
proceedings in the same manner as in the case of any other offence of a serious 
nature under the domestic law of that country. The countries concerned should 
cooperate with each other, in particular on procedural and evidentiary aspects, 
to ensure the effi ciency of such prosecutions. 

Subject to their legal frameworks, countries may consider simplifying extradi-
tion by allowing direct transmission of extradition requests between appropriate 
ministries, extraditing persons based only on warrants of arrests or judgments, 
and/or introducing a simplifi ed extradition of consenting persons who waive 
formal extradition proceedings.

Appendix S: 
FATF Recommendation 39



66

Countries should ensure that their competent authorities provide the widest 
possible range of international co-operation to their foreign counterparts. There 
should be clear and effective gateways to facilitate the prompt and constructive 
exchange directly between counterparts, either spontaneously or upon request, 
of information relating to both money laundering and the underlying predicate 
offences. Exchanges should be permitted without unduly restrictive conditions. 
In particular: 

a) Competent authorities should not refuse a request for assistance on the sole 
ground that the request is also considered to involve fi scal matters.

b) Countries should not invoke laws that require fi nancial institutions to 
maintain secrecy or confi dentiality as a ground for refusing to provide co-
operation.

c) Competent authorities should be able to conduct inquiries and where pos-
sible, investigations, on behalf of foreign counterparts.

Where the ability to obtain information sought by a foreign competent 
authority is not within the mandate of its counterpart, countries are also 
encouraged to permit a prompt and constructive exchange of information 
with non-counterparts. Co-operation with foreign authorities other than coun-
terparts could occur directly or indirectly. When uncertain about the appropri-
ate avenue to follow, competent authorities should fi rst contact their foreign 
counterparts for assistance.

Countries should establish controls and safeguards to ensure that information 
exchanged by competent authorities is used only in an authorised manner, con-
sistent with their obligations concerning privacy and data protection.

Interpretative Note to Recommendation 40
1) For the purposes of this Recommendation: 

“Counterparts” refers to authorities that exercise similar responsibilities • 
and functions. 
“Competent authority” refers to all administrative and law enforcement • 
authorities concerned with combating money laundering and terrorist 
fi nancing, including the FIU and supervisors. 

Appendix T: 
FATF Recommendation 40
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2) Depending upon the type of competent authority involved and the nature 
and purpose of the co-operation, different channels can be appropriate for 
the exchange of information. Examples of mechanisms or channels that are 
used to exchange information include: bilateral or multilateral agreements 
or arrangements, memoranda of understanding, exchanges on the basis of 
reciprocity, or through appropriate international or regional organisations. 
However, this Recommendation is not intended to cover co-operation in 
relation to mutual legal assistance or extradition.

3) The reference to indirect exchange of information with foreign authorities 
other than counterparts covers the situation where the requested informa-
tion passes from the foreign authority through one or more domestic or 
foreign authorities before being received by the requesting authority. The 
competent authority that requests the information should always make it 
clear for what purpose and on whose behalf the request is made. 

4) FIUs should be able to make inquiries on behalf of foreign counterparts 
where this could be relevant to an analysis of fi nancial transactions. At a 
minimum, inquiries should include: 

Searching its own databases, which would include information related to • 
suspicious transaction reports. 
Searching other databases to which it may have direct or indirect access, • 
including law enforcement databases, public databases, administrative 
databases and commercially available databases.

Where permitted to do so, FIUs should also contact other competent authorities 
and fi nancial institutions to obtain relevant information.
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Answer 1
True

Answer 2
True

Answer 3
True

Answer 4
True

Answer 5
False

Answer 6
True. The Vienna Convention contains the basic defi nition of money laundering, 
even though it does not use the term.

Answer 7
True, at least technically. The purpose of the convention is to combat more than 
drug traffi cking. The Palermo Convention contains a broad range of provisions 
to fi ght all organized crime, including drug traffi cking. It also criminalizes money 
laundering.

Answer 8
True. UN Security Council Resolutions do not require ratifi cation and imple-
mentation by the UN member country to have the force of law within that 
country. 

Answer 9
False. UN Security Council Resolution 1267 deals with freezing of assets of ter-
rorists.

Answer 10
True. These conventions defi ne three categories. The fi rst two are mandatory; 
the third depends on a country’s legal system.

1. Conversion or transfer of property, 2. Concealment or disguise of property, 
3. Acquisition, possession, or use of property. 

Module 2 Answers
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Answer 11
False. Money laundering should be criminalized on the basis of the Vienna and 
Palermo Conventions, which provide specifi c defi nitions for the crime of money 
laundering.

Answer 12
True. The crime of money laundering depends on the existence of criminal 
proceeds to conceal, disguise, and so forth. Conviction for the predicate offense 
should not be required for conviction for money laundering. 

Answer 13
True. The FATF provides great discretion in the designation of predicate offenses 
for money laundering. 

Answer 14
False. The use of a specifi c name or category is not required, provided that the 
nature of the crime is covered somewhere as part of another predicate offense.

Answer 15
False. The location of the predicate offense should not affect the likelihood of 
conviction for money laundering. The question is usually whether the under-
lying crime is a crime in the country where the money laundering occurs. It may 
need to be a crime in both countries. 

Answer 16
False. The Vienna Convention contains only provisions to combat drug traffi ck-
ing and associated money laundering.

Answer 17
False. UN Conventions need to be ratifi ed and implemented in a country before 
having the force of law there.

Answer 18
False. Money laundering is separate from the underlying crime; often, a person is 
convicted of money laundering without being convicted of, or even being con-
nected to, the underlying crime. 







Money laundering and the fi nancing of terrorism are global problems that not only 
threaten a country’s security, but also compromise the stability, transparency, and effi  cien-
cy of its fi nancial system, consequently undermining its economic prosperity. The annual 
global estimate for money laundering is more than $1 trillion, valued in U.S. dollars. Eff orts 
to counter these activities are known as anti–money laundering and combating the 
fi nancing of terrorism (AML/CFT) programs.

The Combating Money Laundering and the Financing of Terrorism training program 
was developed by the World Bank’s Financial Market Integrity Unit, with support from 
the governments of Sweden, Japan, Denmark, and Canada. The program will help coun-
tries build and strengthen their AML/CFT eff orts by training all relevant staff  in both the 
public and private sectors, such as staff  in fi nancial intelligence units, fi nancial supervisory 
authorities, law enforcement agencies, and fi nancial institutions.

The training guide’s modules are:

Module 1:  Eff ects on Economic Development and International Standards
Module 2:  Legal Requirements to Meet International Standards
Module 3a:  Regulatory and Institutional Requirements for AML/CFT
Module 3b:  Compliance Requirements for Financial Institutions
Module 4:  Building an Eff ective Financial Intelligence Unit
Module 5:  Domestic (Inter-Agency) and International Cooperation
Module 6:  Combating the Financing of Terrorism
Module 7:  Investigating Money Laundering and Terrorist Financing

The modules cover all the Financial Action Task Force on Anti–Money Laundering’s 
Forty Recommendations and Nine Special Recommendations, with the original texts. 
Each module is targeted at a specifi c group of professionals in a jurisdiction’s AML/CFT 
regime, although they may also benefi t from gaining wider knowledge through the other 
modules included in this program. Each module provides questions at the beginning and 
end to assess how much has been learned. The training guide contains numerous case 
studies, discussions and analyses of hypothetical and actual examples of money launder-
ing schemes, and best practices in investigation and enforcement, which will help readers 
fully understand the implementation of successful AML/CFT programs.


