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1. LIST OF ACRONONMYS USED

AML/ CFT Anti-money laundering and Combating the Financing of

Terrorism

AMLAC Anti-Money Laundering Advisory Committee

CSA Competent Supervisory Authorities

ESAAMLG Eastern and Southern Africa Anti Money Laundering Group

FATF Financial Action Task Force

FITJ Financial Intelligence unit

MER Mutual Evaluation Report

MLPC Act Money Laundering and Proceeds of Crime Act

NRA National Risk Assessment

NRACC National Risk Assessment Coordinatins Committee

NTF National Task Force (on AML/CFT)

TF Terrorist Financine

STR Suspicious Transaction Report

UNODC United Nations Office on Drugs and Crime



2. OVERVIEW

2.1 This report is prepared in terms of section 8(1) of the Bank Use Promotion

ActlChapter 24:24], which requires the Director of the Bank Use Promotion

& Suppression of Money Laundering Unit to submit bi-annual reports on the

Unit's activities to the Minister.

2.2

2.3

This report is for the period from I July 2016 to 31 December 2016.

The mandate of the Unit, as set out in the Bank Use Promotion Act and the

Money Laundering and Proceeds of Crime Act lChapter 9:241, is, among

other things to:-

o Receive Suspicious Transaction Reports (STRs) and other financial

information from financial institutions and Designated Non-Financial

Businesses and Professions (DNFBPs), analysing the information and

disseminating financial intelligence to law enforcement agencies relating

to suspected cases of ML, TF and related predicate offences;

Ensure that financial institutions and DNFBPs comply with their

AML/CFT obligations as set out in national legislation and guided by the

FATF Standards: and

Coordinate with other national stakeholders in ensuring that the country is

compliant with regional and international AML CFT obligations; and



2.4 The period under review saw Zimbabwe successfully hosting the ESAAMLG

Council of Ministers and Task Force of Senior Officials meetings, as well as

the Sub-Saharan Africa Public-Private Sector Dialozue on AMLiCFT.

2.5 The meetings, held in Victoria Falls, were attended by about 400 delegates

from ESAAMLG member countries as well as cooperating countries and

organisations, including the FATF, World Bank and the USA.

2.6 During the Victoria meetings, Zimbabwe's Mutual Evaluation Report was

adopted by ESAAMLG and, subsequently, by the FATF during its October

2016 Plenarv.

3. NATIONAL AML/CFT DEVELOPMENTS

3.1 General

3.1.1 Following the conclusion of the country's first money laundering and terrorist

financing National Risk Assessment, the Financial Intelligence Unit has been

coordinating on-going efforts to address the report's recommendations and to

mitigate the identified risks.

3.1.2 In February,2016, the FIU, in partnership with the World Bank, organized

training for financial institutions and financial supervisors, focusing on the

Risk Based Approach to AML/CFT implementation and supervision.

3.1.3 In response to a directive by the FIU, most banks have conducted their

institutional money laundering and terrorist financing risk assessments, as a

preliminary step towards implementing the Risk Based Approach.



3.1.4 The real estate sector, the legal profession and the precious stone and precious

metal industry, among other Designated Non-Financial Business and

Professions (DNFBPs), are not yet adequately implementing AML/CFT

requirements and, thus, present high money laundering risk.

3.1.5 Future efforts will focus on ensuring compliance by the DNFBP sectors.

3.2 Hosting of ESAAMLG Meetings

3.2.I Zimbabwe hosted the Eastern & Southern Africa Anti Money Laundering

Group (ESAAMLG) 32"d Task Force of Senior Officials and 16'h Council of

Ministers' meetings, which were held at Elephant Hills Resort, Victoria Falls,

from 28th of August to 2nd of September,2016.

3.2.2 Zimbabwe also had the honour to host the 3'd edition of the ESAAMLG

Public-Private Sector Dialogue on AML/CFT, which was held back-to-back

with the Task Force and Council of Ministers' meetings, from the 2d to the

3'd of September,2076. Public sector delegates to the Task Force and Council

of Ministers meetings, were joined for the dialogue by private sector

participants to discuss AMLiCFT issues of mutual concern.

3.2.3 About 300 delegates from the 19 ESAAMLG member countries, plus

cooperating countries and organisations, participated in the Task Force

meetings and were subsequently joined by about 100 private sector

participants for the Dialogue.



3.2.4 Upon hosting the ESAAMLG meetings, Zimbabwe assumed the Presidency

of the Council of Ministers as well as the Chairmanship of the Task Force of

Senior Off,rcials, and will have the responsibility to guide ESAAMLG

business and programs for the 72 months to August2017.

3.3 Adoption of Zimbabwe Mutual Evaluation

3.3.1 Among other resolutions, the Council of Ministers adopted the Mutual

Evaluation Report onZintbabwe and approved the report's publication on the

ESAAMLG website.

3.3.2 Zimbabwe was assessed by a Team of ESAAMLG assessors in July 2015 but

the final report was eventually adopted at the September 2016 Council of

Ministers' meetins.

3.3.3 The Report rated the country based on the FATF Methodology of 2013, which

rates a country's AMLiCFT regime under two components, namely:-

(a) Technical Compliance

tr The Technical Compliance criteria assesses whether a country has the

requisite legal and institutional frameworks (the statutes the LEAs and

the FIU and its networks), which comply with the requirements of the

FATF Fortv Recommendations: and

(b) Effectiveness

E The Effectiveness criteria assesses how effective the country's

AML/CFT regime is (which includes the legal and institutional

framework), on the ground, in fighting ML and TF.



3.3.4 On Technical Compliance, Zittbabwe's compliance with the FATF Forty

Recommendations was rated as follows:-

tr L2 Recommendations rated fully Complaint (C)

tr 8 Recommendations rated Largely Compliant (LC)

tr 14 Recommendations rated Partially Compliant (PC)

tr 6 Recommendations rated Non-Compliant (NC)

3.3.5 On Effectiveness, the rating criteria rates a country's effectiveness on the basis

of 11 Immediate Outcomes. The effectiveness ratings are: Low, Moderute and

High. Zimbabwe was rated moderate on two Immediate Outcomes and Low

on the remainine nine.

3.3.6 Zimbabwe will need to refine its legislation to address the technical

compliance gaps identified in the report.

3.3.7 The low level of effectiveness on most of the Immediate Outcomes was

attributed to low cupacity, luck of training und inadequute manpower and

other resources among all players along the whole AML/CFT value chain.

3.3.8 The Report Recommends the following measures to improve effectiveness:

e There is need to set up a highly specialized stand-alone police Unit which

should be given adequate training and resources to be able to undertake

money laundering investigations.



There is need to capacitate the Asset Forfeiture Unit in the National

Prosecuting Authority to enable it to trace and facilitate confiscation of

proceeds of crime.

The Report pointed out the need for the Financial Intelligence Unit to

increase its human resources to beef-up its analysis and compliance

functions. The analysis function enables the Unit to supply police and other

LEAs with quality intelligence reports to initiate money laundering

investigations while a well-resourced compliance function enables it to

undertake its AML/CFT supervisory functions on financial institutions and

all classes of Designated Non-Financial Businesses and Professions

(including the legal and accounting professions, the real estate sector,

casinos as well as precious stone and precious metal dealers). The FIU

should issue guidelines to those entities delegated to supervise entities

carrying out insurance, pension and NPO activities.

o The Report also recommends amendments to the Bank Use Promotion Act

to improve the visibility, operational independence and effectiveness of the

Financial Intellisence Unit.

3.4 Deliberations of the 3'd Public-Private Sector Dialogue on AML/CFT

3.4.1 Zimbabwe also hosted the 3'd Edition of the ESAAMLG Public-Private Sector

Dialogue on AML/CFT, which was held on2 and 3 September,2016 back-

to-back with the Task Force and Council of Ministers' meetinss.



3.4.2 The Dialogue is a platform created to public sector senior officials of

ESAAMLG member countries to interact and exchange ideas with captains of

private sector institutions who are involved in AML/CFT implementation.

3.4.3 The Dialogue, was attended by about 400 participants from ESAAMLG

member countries and other cooperating countries and organizations

including the UK, USA, IMF, World Bank, UNODC and AFI. Ministers from

the ESAAMLG member countries also attended the Dialogue.

3.4.4 This year's PPSD topics covered the following areas:

o De-risking

o Financial inclusion

. Digital Financial Services

o Illicit Financial Flows

3.4.5 The topic on de-risking was particularly relevant as it came at a time when the

phenomenon is negatively affecting financial institutions around the globe

with more impact in some regions, including Zimbabwe.

3.4.6 De-risking in the region has been manifesting itself in the form of financial

institutions terminating relationships with categories of customers considered

as high risk, and also overseas banks terminating correspondent banking

relationships with respondent institutions in jurisdictions considered as high

risk.



3.4.7 Participants agreed that whole-sale de-risking can have a negative impact on

financial inclusion and economic development. It was also noted thaL

wholesale de-risking is not supported by the FATF international standards,

which require financial institutions to assess and manage money laundering

and terrorist financing risks, instead of seeking to avoid risk altogether.

3.4.8 It was resolved that more work needs to be done at regional and global level,

to come up with a common solution to the phenomenon of de-risking.

4. GLOBAL AML/CFT DEVELOPMENTS

4.1 Financial Action Task Force (FATF) October 2016 Plenary

4.1.1 The Financial Action Task Force (FATF) held its third annual Plenary in

October, 2016 where various important issues were discussed.

4.1.2 The FATF Plenary adopted Zintbabwe's Mutual Evaluation Report, following

the report's adoptionbythe ESAAMLG Council of Ministers at its September

2016 meetine.

4.1.3 Some of the developments and topical issues tackled during the October

Plenary meetings include:

r A number of changes that were effected to the FATF Standards to

strengthen measures which countries must take to tackle terrorist funding;

o Enhancement of measures to improve availability and accessibility to

beneficial ownership information in respect of legal persons (in order to

prevent their abuse for money laundering and terrorist financing pu{poses;
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Approval of new FATF Guidance on coffespondent banking (in view of

the escalating de-risking trends, whereby international banks are

terminating coffespondent banking relationships with banks in various

countries considered to be of high risk); and

Update to the FATF list of jurisdictions that have strategic AML/CFT

deficiencies, including high risk and uncooperative jurisdictions (refer to

table below:

FATF List of Monitored and High Risk Jurisdictions as of October 2016

Afghanistan, Bosnia

Herzegovina, lraq, Lao

People's Democratic Republic,

Syria, Uganda, Vanuatu and

Yemen

J u risd ictions su bject to
Enhanced Due Diligence

Jurisdictions that are subject to FATF
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5. FINANCIAL INTELLIGENCE UNIT OPERATIONAL ISSUES

5.1 General
5.1.1 The period under review saw the Reserve Bank of Zimbabwe, through the

Unit, continue to monitor the cash situation and enforce measures to alleviate

the cash challenges. A number of malpractices were noted, including failure

by some businesses to bank their cash receipts, as required by law and multi-

tiered pricing of goods and services. The Unit also noted an emerging pattem

where some businesses and individuals were trading in cash.

5.1.2 The Unit recommends amendments to the Bank Use Promotion Act fChapter

24:241 to outlaw some of the malpractices and to tighten the sanctioning

framework.

5.1.3 The phenomenon of de-risking continued to affect local financial institutions,

with several local banks reporting termination of corespondent banking

relationships with overseas banks, thus affecting the local banks ability to

conduct international transactions on behalf of their clients.

5.1.4 During the period under review, the Unit received 474 Suspicious Transaction

Reports from financial institutions, which were analyzed, with cases of

suspected illicit conduct being referred to appropriate law enforcement

agencies. The majority of suspicious transaction reports related to suspected

tax evasion.

5.2 Compliance
5.2.I The period under review continued to be characterized by cash shortages in

the market, which initially manifested themselves in the first half of the year.
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In response to the shortages, some businesses stopped banking all or some of

their daily cash receipts.

5.2.2 With the setting in of the cash shortages, some cash-generating businesses

resorted to selling cash on the black market at a premium. The Reserve Bank

of Zimbabwe introduced measures to address the liquidity challenges,

including a directive, through the FIU, limiting cash withdrawals to a

maximum of US$1000 for individuals and US$10 000 for corporate entities.

5.2.3 The Reserve Bank, through its Bank Use Promotion and Suppression of

Money Laundering Unit, intensified inspections to ensure that businesses

banked their cash as required under the Bank Use Promotion Act.

5.2.4 In November,2016, the Reserve Bank of Zimbabwe introduced bond not.r,

as an incentive for exporters. This move helped in easing cash shortages in

the country by making bond notes accessible to the transacting public. Limits

were also set on cash withdrawals for bond notes.

5.2.5 The Unit conducts ongoing inspections to ensure businesses bank their cash

as well as monitoring the usage and acceptance of bond notes by the market.

The focus of the ongoing exercises, to date, have been to issue compliance

orders for businesses to comply.

5.2.6 This exercise bore fruit, especially with the established and formal businesses

in the retail sector. There has been less compliance by the smaller, less formal

businesses, including some businesses owned by some non-indigenous

operators.

13



5.2.7 Malpractices by businesses owned by foreigners who operate in the retail

sector, (which, in terms of government policy is supposed to be reserved for

locals) is particularly worrying, as these foreign business persons do not

adhere to basic and sound business practices, such as keeping proper books of

accounts, banking of cash and paying applicable taxes.

5.2.8 They are also noted to be contributing to extemalization of cash as they do not

have pennanent interests to invest profits locally.

5.2.9 Apart from failure to bank the cash as required by law, the following are other

malpractices committed by some businesses and individuals:-

) Refusing to allow customers the choice to use debit cards to pay through

point-of-sale machines;

transactions; and

transfers charging a premium for it.

5.2.10Most of these malpractices are not specifically prohibited by law, thus the

Unit has not been able to adequately curb them.

s.z.llThere is need to amend the Bank Use Promotion Act to outlaw these

unscrupulous business practices and to empower the Financial Intelligence

Unit to impose effective, deterrent penalties.
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AML/CFT Compliunce by Bunks and Designated Non-Bank Institutions

5.2.l2Dwing the period under review, the Unit received institutional risk

assessments from banks, which shall be evaluated during the cours e of 2017 .

5.2.l3The institutional risk assessments are meant to better inform the banks of their

money laundering and terrorist financing risks and the measures they shall

take to mitigate the identified risks.

5.2.l4Also, in line with the new Risk-Based Approach (RBA) to AML/CFT, the

Unit conducted its own Money Laundering/Terrorist Financing (MLiTF) Risk

Assessment of banking institutions, in order to assess and understand the

MLiTF risks of different banks.

s.2.I5Submissions were received from all banks and analysis of the completed

questionnaires will be conducted during the cours e of 2017 .

5.2.l6The exercise is designed inform the [Jnit's own Risk-Based Approach to

banks, where it will channel more resourcesAML/CFT supervision

towards supervision and monitoring of those institutions which pose higher

money laundering risk.

5.3 Analysis and Monitoring Section

5 .3 . 1 During the period under review, the Unit received a total of 47 4 Suspicious
Transaction Reports (STRs) from designated institutions.

5.3.2 This represented a2.5Yo increase from STRs which were reported during the

same period in20l5.

5.3.3 Monthly receipts for the two periods are as tabulated below:

to

of
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Table 1. Monthly STR Receipts for JuIy - December 2016 und 20IS

s8

75

87

75

94

85

474

r25

62

67

63

87

s8

462

-67

+13

+20

+12

+7

+27

+12

5'3'4 Banks continue to dominate the reporting of STRs during the period under
review, with 80% of these STRs having been reported by this sector. Money
transfer agencies and an insurance company also report ed 20%o of the STRs.

5'3'5 The Pie chart below shows the distribution of STRs receipts from designated

institutions.
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5.3.6 Only one (1) STR was received from insurance companies.

5.3.7 More training and awareness programmes are required for non-bank

designated institutions, such as real estate agents, casinos, accountants and

lawyers, who failed to report any STR during the period under review, for

them to be able to identify and report STRs.

5.4 Investigations Section

5.4.1 In line with its mandate to disseminate all risky suspicious transaction reports,

to law enforcement agencies, the FIU referred the under-listed cases during

the period July to December 2016:-

Law Enforcement Agency No. of STRs Referred

Ztmbabwe Republic Police 13

Zrmbabwe Revenue Authority 7

Total 20

't...,":1,.: t '

i..,.r : ...i.r..i

rffi
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5.4.2 STRs that were referred were dominated by cases that were related to

individuals and corporates that were involved in buying and selling cash to

fund imports and other transactions. None of the cases were brought before

the courts due to loopholes in the laws where the definition of cash has not

been adapted to the current multi-currency regime.

5.4.3 This trend has been lessened by the introduction of the bond note within the

basket of currencies and the introduction of priority forex allocation by banks

and the Commercial Banks. Other cases referred to ZIMRA involved

suspected tax evasion transactions.

5.4.4 The Unit started receiving feedback from ZIMRA on referred cases, in the

form of quarterly returns but the quality of returns is not sufficient to meet the

requirements of the FATF Standards where the Unit is expected to give

informative feedback to respective reporting entities on every case reported.

5.4.5 ZIMIL\'S

within the

5.4.6 The Unit

follows:-

constraints, on giving feedback are certain confidentiality clauses

current tax legislation.

also received requests from local law enforcement agencies as

Agency Number of Requests

Ztmbabwe Republic Police 25

Ztmbabwe Revenue Authority 32

National Intelligence service 2

Department o f Imm rgration 1

TotaI 60

18



5.4.7 Most of the police requests were on cases of fraud and money laundering,

under investigation, whilst the immigration requests were mostly comprised

of confirmations of investment in respect of visa applications by investors.

5.4.8 The bulk of requests from ZIMRA related to the lifestyle audit of ZIMRA

officials and a few were related to cases of tax evasion, whilst requests from

the National Intelligence Service pertained to various predicate offences,

including cases of suspected terrorist financing.

5.4.9 In line of the FIU's mandate to share financial intelligence with foreign

counterpart agencies, as provided for in terms of Section 37 of the Money

Laundering and Proceeds of Crime Act, the FIU made requests from foreign

FIUs as tabulated below:-

Requests for information sent to foreign counter-parts

Country Number of Requests

Botswana I

South Africa 6

Mauritius 1

Zambia I

Ghana I

Total 10

5.4.l0Requests made to other FIUs were mainly done on behalf of the Police,

pursuant to cases under investigation. The FIU has already received responses

to most of the requests made.

5.4.11The FIU also received the tabulated requests from the listed FIUs:
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Requests for information received from foreign counter-parts

Country Number of Requests

Botswana 4

South Africa 3

Total 7

5.5 Training, Research and Development
5.5.1 The Mutual Evaluation Report for Zinbabwe, which was adopted by

ESAAMLG at its Council of Ministers' meeting of September 2016,
highlighted capacity gaps among the various AML/CFT stakeholders in the
country and the need to address such gaps as one of the ways to enhance
effectiveness of the country's AML/CFT regime.

5.5.2 The capacity needs require addressing through training as well as provision
of increased resources.

5.5.3 The report identified capacity needs gaps in the following institutions in the
AML/CFT value chain: Financial Intelligence Unit, Law Enforcement
Agencies, prosecutors, magistrates, and Designated Non-Financial
Businesses and Professions.

5.5.4 As part of its mandate to provide and facilitate training for stakeholders, the
Unit, during the period under review, undertook various training initiatives.

5.5.5 The Unit conducted AML/CFT awareness workshops and training sessions
for the following stakeholders:-

o Training workshops in Harare ad Bulawayo, for ZRP Commercial

Crimes Division. The training focused on conducting of parallel

financial investigations & forfeiture of proceeds of crim e, an areawhere

shortcomings were noted in the Mutual Evaluation Report.

20



Real estate sector;

AMLiCFT awareness training for boards of directors and management

of various banks; and

AML/CFT trainins for the insurance sector.

5.5.6 In view of resource limitations, the Unit identifies and implements cost

effective training programs, including exchange programs with counterpart

foreign agencies and enrolment for internet-based training courses.

5.5.7 In this regard, during the period under review, all officers of the Unit enrolled

to study for the Association of Certified Anti Money Laundering Specialists

(ACAMS), which is an online based training program. ACAMS is highly

rated by the FATF. It also conducts special programmes for practitioners in

the AML/CFT field.

5.6 Typologies

5.6.1 The main function of the typologies section in the Unit is to use financial data

to study established and emerging money laundering or terrorist financing

patterns, trends and methods with a view to assisting law enforcement

agencies, financial institutions, DNFBPs and other stakeholders to take

necessary actions to address the identified criminal threats.

5.6.2 The Unit conducts typology studies relevant to the national context and also

actively participates in regional typologies conducted under the auspices of

ESAAMLG.
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Regional Typologies

(u) Money Laundering arising from cigurette smuggling in the ESAAMLG

region

5.6.3 In September 2017, ESAAMLG noted with concern that there is a serious

problem of money laundering and possible terrorist financing in the region,

arising from proceeds generated from the smuggling of cigarettes.

5.6.4 ESAAMLG instituted a typology study to unravel the money laundering and

terrorist financing activities linked to this criminal activity which is affecting

most of the countries in the Eastern and Southern Africa resion.

5.6.5 Zimbabwe (as Chair), along with Uganda and Malawi are the appointed

Project Team members spearheading the study. An officer from the Unit

represents Zimbabwe in the Project Team. As part of the preliminary work,

the Project Team prepared and presented the concept paper for the project,

which was adopted at the ESAAMLG Task Force and Council of Ministers'

meetings in August / September 2016.

5.6.6 The study will culminate in a report on

recommendations, to be presented for adoption

2017 ESAAMLG meetings.

the

at

study's findings and

the August I September
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Local Typologies

Money luundering arising from cigurette smuggling in Zimbabwe

5.6.7 The Unit is undertaking a parallel local typology on the same subject (money

laundering from cigarette smuggling) with particular focus on how this illicit

phenomenon is impacting on Zimbabwe.

5.6.8 The Unit is working in close collaboration with various stakeholders,

including ZIMRA and ZRP.

5.6.9 The typology study is set to be completed in the next reporting period (first

half of 2017).The typology will culminate in analysing the trends, risks and

methods being used to launder proceeds generated from smuggling of

cigarettes as well as recommending appropriate counter measures.

(b) ML through Cash Couriering

5.6.1OAn analysis of suspicious transaction reports, cash transaction reports and

other intelligence reports received by the Unit during the period under review

led to the identification of an emerging trend whereby some individuals and

entities are engaged in illicit trading in cash.

5.6.llThe typology study, which is ongoing, is set to thoroughly investigate the

activities which are associated with cash couriering as some large transfers

and RTGs that have been reported are related to cash movement within and

across Zimbabwe' s borders.
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5.6.l2The typology results will

being used in the courier

phenomena.

culminate in spellittg out trends, risks and methods

activities and prescribe mitigatory measures to the

5 .6. 1 3 No moral suasion as this is a criminal activity.

Ni\ ,

6.1

{'erNt'$rxq$c}vl

The country should take steps to amend the relative acts and regulations to

match the FATF standards, as emphasized in the MER.

6.2 The amendments should also take into accounts the various challenges

Zimbabwe's financial economy is experiencing, particularly on the cash

market and on exlernalization.

6.3 The need to beef up resources at the FIU for the effective implementation of

the AML/CFT framework cannot be overemphasized. The required standards

by the FATF in the area of effectiveness, as measured against the background

of the challenges revealed by the NRA, can only be attained through the

strategic deployment of the requisite human and financial resources.

6.4 It will be prudent for the country to undertake a review of the NRA report, with

a view to update it on developments that took place since the first exercise

completed in April,2015. This will immensely contribute towards attaining

the requisite effective levels.
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6.5 Awareness programs must run concurrently with the above processes, so as to

continuously educate the reporting entities and members of the public on ML

and TF risks.

6.6 Stake-holder co-operation at local and international level must be strengthened

in order to enhance the information sharing process and expeditiously counter

the twin evils.

END OF REPORT
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