DETAILED ASSESSMENT/MUTUAL EVALUTATION REPORT
REPUBLIC OF ZIMBABWE

EXECUTIVE SUMMARY

1. Background Information

1. This report provides a summary of the AML/CFT measun place in Zimbabwe
as at the date of the on-site visit or immediatiblgreafter. It describes and
analyses those measures, and provides recommarslatidchow certain aspects of
the system could be strengthened (see Table &gdtsets out Zimbabwe’s levels
of compliance with the FATF 40+9 Recommendatioee (Bable 1}.

2. Serious crime in Zimbabwe has been characterisedhbeyfollowing general
trends: various violations of exchange controésulunderground banking, cross
border crime, organised syndicates both domestidraernational, and increased
co-operation between criminal networks and linkshwiegal business activity
resulting in serious corruption and bribery. Thestnoommon types of crimes

considered to be the major source of illegal prdsee Zimbabwe are

" Drug trafficking;

" lllegal trade and smuggling of precious mineralstats and stones;

. Parallel market activities involving foreign curoynand commaodities by

individuals and companies;

" Corruption, in particular practices in the fuelirstry involving both
private and public institutions;

" Misrepresentation of quality, nature and valuexgpfcets;

" Armed robbery and theft of motor vehicles and stalehicle re-

registration

3. Drug trafficking in Zimbabwe characterised the dstiieuse of African cannabis
and some harder drugs such as heroin and cocaihthartrade of illicit drugs in

which Zimbabwe is used as a transit point for chisand South Asian heroin,

! Also see Table 1 for an explanation of the conmgiaratings (C, LC, PC and NC).



mandrax and methamphetamines destined for the Shiuiben and European
markets. Zimbabwe is being used by internationaligdtraffickers as a
transhipment country; local drug use is not perigs a problem.

Parallel banking operations also pose a problemnp&ance underground banking
which appears to be gaining momentum and is usedribyinal syndicates to
launder their funds. Trading in precious mineraigfals and stones has not been
properly regulated or supervised for AML/CFT purp®sand also provides a
means of moving proceeds of crime. Smuggling ohes and gold is easy to
carry out and the border posts have been alertéldeohcrease in the smuggling
of these items. . Violations of the Exchange @un#Act extend to false
declaration and trade in foreign currency, as agltlishonest exporters providing
commission deductions above the standard 7.5% lintitout prior authority of
the Exchange Control to justify the commission pagta. . Trading activities in
the form of exports and imports involve externaligiunds through the source of
high value exports in the country in which they megident, for once off export to
the proposed destination. Imports are overstatecdorder to facilitate the
laundering of funds by payment of excess amourntstmst accounts. There are
also problems regarding illegal immigrants enteritignbabwe, in particular
immigrants avoiding prosecution in neighbouring rivies. The Police and
Ministry of Home Affairs at large are working tobet to treat each illegal

immigrant on a case by case basis.

In Zimbabwe, money seems to be laundered primtmityugh the banking system,
underground banking networks, and through the @sehof assets. Assets
purchased can later be sold and the proceeds latchderough the banking
system. The Real Estate industry and servicesigedvby Lawyers are
vulnerable to money launderers since they haveimptemented an effective
AML/CFT regime and appear to be used as a vetod@under proceeds of crime.
For instance in the Real Estate industry attentinly appears to be given to
transactions which have declared and paid tax irerethe purchase or sale of a
property As long as the individual has shown payment of tiag,authorities don’t
feel the need to investigate any dealings with tthasaction that may contain

unscrupulous activity attached to it.

All Banks in Zimbabwe provide on the job trainimgriew staff who are in contact

with customers regarding KYC and record keepingcedores. Examples of



companies giving this training are Standard Chaddsank, Stanbic Bank, First

Bank, Commercial Bank of Zimbabwe and Zimbabweegd|Banking Group.

Other institutions that are vulnerable to beingjagd by launderers in Zimbabwe
are building societies, moneylenders, insuranckdyso Building societies include
the Beverley Building Society and FBC Building Szgi Examples of insurance
companies are March Insurance Companies and Jupgarance Companies.
Examples of official non-banking moneylenders aszrac (Pvt) Limited and
Baur Investments (Pvt) Limited.

The Reserve Bank of Zimbabwe (“RBZ”) carries outaminations where
emphasis is placed on increased customer duerntikgand Know Your Customer
(KYC) procedures, the need to establish the origithe source of funds as well
as identification and reporting of suspicious temti®ns to the Financial
Intelligence Inspectorate and Evaluation Unit (BS’) located within the RBZ.

The FIIES is established under the Bank Use Pramo#éind Suppression of
Money Laundering Act Guidelines 2002 (BUPSML) A202 and has received
200 suspicious transaction reports since its d@stabent. Complementing the
(BUPSML) Act, 2002, are the Bank Use Promotion &uppression of Money
Laundering Act Guidelines 2002 (BUPSML) Guidelirds. 01-2006 on ML and

TF (henceforth referred to as BUPSML Guidelinest tare provided to FIs and
most DNBFPs. The FIIES also provides anti-moneyndkering compliance
examination guidelines to Fls to review and analgggnagements AML risk
assessment of all major business lines and protluatstermine if the institution
engages in activities that could expose it to pggemoney laundering activities.

The following types of financial institutions areuthorised to operate in
Zimbabwe: commercial banks, merchant banks, fiedmuses, discount houses,
building societies, money transfer agencies anchdiras of foreign financial
institutions. Commercial banks, acceptance houd&gount houses, money
transfer agencies, and finance houses are registerder the Banking Act, 2001

and are supervised by the RBZ. Building Societiesregistered in terms of the

Building Societies Ac{Chapter 24:02] and are supervised by The Reserve

Bank of Zimbabwe. Theost Office Savings Bank (now known as the People’s
Own Savings Bank) is also authorized to operatesuttte Post Office Savings
Bank Act [Chapter 24:10] and is supervised by tlsdRve Bank of Zimbabwe
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Pension funds, life and non-life insurance serviaes offered in Zimbabwe and
are registered under the Insurance Act (Chapté&724and are supervised by the
Commissioner of Insurance under The Ministry of dfice The Pension
Association has been established by members, aardusnbrella body of Pension
funds with intention and mandate to update and sedvis members on any
development that are likely to affect pension. Bdinking institutions belong to

the Banker’s Association and have received sonirigaon financial crimes.

The Association expresses dissuasive action fanemembers who show poor
compliance by disassociating themselves from sostitutions. Moral suasion is

the method used to ensure compliance.

Zimbabwe has a Stock Exchange that is governechéyStock Exchange Act
(1974). The Zimbabwe Stock Exchange is managesdpmmittee which reports
to the Ministry of Finance. The Stock Exchange aasSharter that works as a
code of conduct for it's members. The Charter gisovides for the registration
and listing of companies. There are 17 regist&tedk Brokers and there are 80
listed companies in the Stock Exchange market. $toek Exchange is self
regulatory and it provides monthly reports to thimister of Finance. The reports
cover capital adequacy, risk management and steichf their business

operations.

The following types of non-financial businesses gmifessions operate in
Zimbabwe: real estate agents registered in termthe Estate Agents Act
(Chapter 27.05), accountants registered in termth@fPublic Accountants and
Auditors Act (Chapter 27.12), legal practitioneegjistered in terms of the Legal
Practitioners Act (Chapter 27.07) and supervisethbylLaw Society, and dealers
in precious metals and stones are also licencg@dwernment. Lotteries, casinos
(including Internet casinos) operate in Zimbabwe&imbabwe citizens may
gamble on Internet casinos that are operated froperaer located in another
country, and Zimbabwe may offer such a service imbabwe from outside
Zimbabwe. Lawyers and auditors normally providestrand company services.
Trust and company services providers are not resedras separate businesses
Trusts and company service providers can be indkgenentities although in
terms of registration of a trust a lawyer is needed
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The types of legal persons existing in Zimbabwe dmited companies, public
limited companies (shareholders have limited lihil general partnerships,
general partnerships with shared liability (parsndrave unlimited liability),

limited partnerships (some partners have unlimitalility, others have limited

liability), house building co-operatives, housing-aperatives, co-operative
societies, foundations, savings banks and assogatiAll have legal persona.
Foreign legal entities are not prohibited from Ingviheir main seat in Zimbabwe
or from conducting business in Zimbabwe. Once aifprtrust is approved by the
Zimbabwe Investment Centre (ZIC) for a foreign camyp it can legally operate

in Zimbabwe.

Legal System and Related Institutional Measures

Zimbabwe has criminalised money laundering und=atins 63 and 64 of The
Serious Offences (Confiscation of Profits) Act dedcin 1990 and further
amended in 2001. Money Laundering is also stated specified offence under
Section 2 in the Act in which money laundering e$erred to in relation to the
proceeds of a serious narcotics offence.

The penalty for the offence of money-launderingegirms of an individual is a fine
not exceeding $ZWD20,000.00 or twice the valuehef property, which ever is
greater, or to imprisonment for a period not exaegdO years or to both fine and
imprisonment. As for corporate persons, a penaltyacdfine not exceeding
$ZWD500 000.00 or three times the value of the ergp which ever is the
greater is prescribed.

The Bank Use Promotion and Suppression of Moneyndexing Act 2002
(“BUPSML") under Chapter 24:24, also criminalisesomay laundering and
requires the institutions designated in terms efBlUPSML to identify customers
and maintain records of transactions. It also glesifor confiscation, seizure and
forfeiture of proceeds of crime. The Act also pbis dealings, acquiring and
holding of tainted property. The BUPSML Guidelimg®vide in detail ways in
which the BUPSML Act, 2002, needs to be implemengdall accountable
institutions to include FIs and most DNFBPs. Tkeeet to which the BUPSML

Guidelines are enforceable is limited since the BMIR Guidelines only recently
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came into force in April 2006 and as yet no samsibave been taken against

institutions for non-compliance.

The physical and material elements of the ML oféemrt the Serious Offences
(Confiscation of Profits) Act, 1990 satisfy the Wiea and Palermo Conventions
which require that conversion of transfer, concealtn possession, acquisition,
and participation in, association to commit ML atated clearly in the law.
However a list of predicate offences for ML are patvided in either the Serious
Offences (Confiscation of Profits) Act, 1990, ntre tBUPSML Act and this
creates some confusion as to how the authoritiespcasecute a wide range of
ML offences without a legal association of predicaiffences to ML. The
proceeds of a serious narcotic offence are the prdgeeds referred to in the
Serious Offences (Confiscation of Profits) Act 199@t would provide some

scope for prosecution of ML relating to narcotitfeonces.

The law does not provide that a person must beictmuvof a predicate offence
before a person can be convicted of the offenckllof Hence a person may be
convicted of the offence of ML even though no ome Ibeen convicted of the

predicate offence.

The definition of proceeds of crime is stated irctia 2 of the Serious Offences
(Confiscation of Profits) Act, 1990. The Act progsl

“proceeds of crime” means any property that iswaetior realized, directly or

indirectly,

by any person from—

(@) the commission of any serious offence; or

(b) any act or commission which occurred outsidalzbwe in relation to a
narcotic substance and which, had it occurred mhabwe would have

constituted a

serious narcotic offence;”

The said term covers an offence punishable in Zlme or in a foreign country
by imprisonment for a period of twelve months orébynore severe punishment;
or (b) the value of the property derived or obtdifrem the commission of which
is or is likely to be not less than twenty thousaatiars ZWDor such greater or
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lesser amount as may be prescribed. However datmmvmust be made before

confiscation of the proceeds can be effected by timbabwe authorities.

ML committed abroad is punishable under Sectiono63he Serious Offences
(Confiscation of Profits) Act in which a persongisilty of ML whether he is in or
outside Zimbabwe and which involves the removal mtfrom Zimbabwe money
or property which is the proceeds of crime. Howgwedicate offences for ML
are not provided for in the legislation making iffidult to punish criminals

abroad for predicate offences for the purposesafen laundering.

The main pieces of legislation relating to ternoriand partly terrorist financing
are the Public Order and Security Act, 2002, theo8e Offences (Confiscation
of Profits) Act, 2001, and the Criminal Matters (Mal Assistance) Act. In
particular the Public Order and Security Act, 2@avides for offences relating
to recruiting or training terrorists, training agearorist, supplying weaponry or
possessing weaponry to be used for terrorism, liairin concealing or failing to
report terrorists The Public Order and Security Act, 2002 does netrty
criminalise terrorist financing as defined by FAfdgeommendations SR1 or refer
to any acts by organizations or any listed tertaniganizations.

The Suppression of Foreign and International TesmorBill 2004 (“SFIT Bill”)

criminalizes the financing of terrorism. This bdldds to new legislation and
consolidates all the relevant anti terrorism legige provisions which were
scattered in different pieces of legislation. Thik @itlines issues relating to anti-
terrorism which include criminalisation of finangimf terrorism, freezing, seizure
and forfeiture of assets of both individuals andamisations related to terrorist

activities.

Zimbabwe has focussed on measures that could emhitm@bility to deprive
criminals of the proceeds of crime. The law prosifler two types of provisional
measures—charging and seizing (which in practiqgeerates like a freezing
mechanism for certain types of assets, such asfuimd bank account) and these
measures are sufficient in most cases, though soimer enhancements such as
the power to make seizing/charging orders agailhsifaa defendant’s property
could make it even more effective. The police dragrosecution authorities have

a full range of powers to identify and trace assets
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In Zimbabwe, as at on-site visit there are gengrmadl provisions in the law that
expressly provide for the confiscation of the propef organizations that are
found primarily criminal in nature. However, theaB8tling Act of the Serious
Offences (confiscations of Profits Act) provide fioture orders to be made in

respect of property owned or controlled by, or ehdif of, a terrorist group.

There are no provisions for the confiscation ofpemty of corresponding value in

the event that property that is subject to thesitufe order is not available.

The SFIT Bill provides that a judge can make a dibufe order upon an
application, if on a balance of probabilities thege is satisfied that the property
comes within subsection of the laws, since the durdf proof is that of a civil
standard rather than that of a criminal standard.

Under Section 2 of the Serious Offences (Confiscatif Profits) Act, 2001, the
authorities may freeze any “tainted property” whaan include bank accounts if
assets from money laundering are suspected to lderhsuch accounts. Under
Section 40 of the BUPSML Act, police may seize dethin any currency which
is being imported into or exported from Zimbabwesifch currency was derived
from the commission of a serious offence or isnde®l to be used in the

commission of a serious offence.

United Nations Security Council Resolution (UNSCRRES/1267(1999) and its
successor resolutions have yet to be properly imghted. The current laws
provide some of the necessary measures by providingquthority to freeze,

automatically incorporating any changes to thesligito the legal system,

prohibiting anyone from making any funds availaltée entities listed, and

providing for penalties of fines or imprisonmentre€zing can be legally

challenged using normal legal mechanisms for chgiley government decisions.
Despite this, there is a lack of guidance to ingths and persons holding
targeted assets, and no measures to monitor caroplialhe effectiveness of the
regime is noticeably reduced by the absence of paligies and procedures to
handle freezing cases. Bank accounts have beesnfigsing the Serious offences
(Confiscation of Profits Act) and The Bank Use Podion and Suppression of
Money Laundering Act. The provisions are in linethwS/R/1267 (1999). No

accounts have been seized using S/IRES/1267(1999).
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Zimbabwe has not implemented S/RES/1373(2001).reTtsea provision in the
Public Order and Security Act, 2002 Act that allgeveperty to be frozen when a
person is suspected of terrorist offences. Thes@etito freeze is not based on a
list, but on a case-by-case assessment baseddsneei(to the criminal standard)
that the person has directed or used particuladdiassets to support a terrorist
act. This approach would make it very difficulifieeze on the basis that a person
associates with a terrorist organisation or is kmowfinance terrorism in general,

but cannot be connected to any specific act obtism.

The Bank Use Promotion and Suppression of Moneyndlaring Act provides
guidelines and monitoring conditions to financiastitutions in Part IV and Part
V of the Act and Section 14 of the Guidelines issu&uidance to entities that
may be holding assets covered by such a freezitignacand monitoring
compliance is also provided. Implementation of SSREB73(2001) is premature
in that the high burden of proof and tight timetinmpede the effectiveness of the

system and, in fact, use of these provisions has hasuccessful up to now.

Overall, the freezing regime in Zimbabwe has immated only few of the
elements of Special Recommendation Ill. There liac& of clear procedures for
unfreezing and de-listing requests, authorisinges&€do assets on humanitarian
grounds, monitoring compliance and applying sanectioAn effective system for
communication between government and the privatetoseneeds to be
established, and clear guidance provided to firgmestitutions.

Zimbabwe'’s capacity for the operation of a Finahbitelligence unit is provided
by the FIIES located within the RBZ with a totahfstcompliment of 48. The
FIIES is divided into various departments (1) Awidney Laundering, (2)
Compliance/Bank Use Promotion which deal with tmeoairagement of cash
transactions through banks, (3) investigations, Rdgcious Metals and Stones
Monitoring. Suspicious transaction reporting irmbabwe takes place in two
stages: (a) where a reporting entity suspectsaheatnsaction is associated with
the proceeds of crime, it must make further ingsiri(b) if those inquiries do not
dispel the suspicion, then an STR has to be matteetBIIES. The transaction can
be temporarily frozen by the Financial Intelligeridrit, but this power is rarely
exercised.
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Preventive Measures - Financial Institutions
During the past years, the authorities have adogggdral measures in an effort to
prevent the proliferation of money laundering amubrficing of terrorism, the

details of which are listed below;

. During on-site examinations of financial institutgy RBZ examiners
evaluate whether adequate AML procedures are ce@ad compliance
to the BUPSML Act and BUPSML Guideline No. 01-2006.

. To be in line with the FATF's 9 Special Recommerated against
Terrorist Financing, the SFIT Bill was drafted in0B5.

. Following the presentation on AML issues given itmahcial institutions,
awareness appears to have developed among thdutioe as
evidenced in the number of suspicious transactiepsrted to FIIES.

. Enforcement agencies like the Police, Immigratibiational Economic
Conduct Inspectorate (NECI), Zimbabwe Revenue AitthdCustoms
and Tax Departments) and the Airport Services hacecased their
vigilance at the country’s main points of entry andgt and this has had
the effect of making it more difficult for drug ffeckers to be able to get
their illegal narcotics into the country. The ifkstton of scanners at
main points of entry and exit have enhanced theatien of contraband.

. Staff from the supervisory and enforcement agenkiesthe RBZ, the
FIIES, NECI, ZIMRA, the Police and prosecutors froine Ministry of
Justice have participated in regional meetings amuninars on
AML/CFT and are committed to attending more in filteire.

. The BUPSML Act establishes a Financial Intelligetdst (the “FIIES”)
whose main role is to receive, analyze, investigatd disseminate
suspicious transaction reports for prosecution.

. The Department of Anti -Corruption and Anti-Monojgsl was established
in 2004 in the Office of the President and Cabif@PC). The Anti
Corruption Commission (ACC) was established by @&m/ernment of
Zimbabwe in terms of section 108 A of the Consititutof Zimbabwe.
The day to day operations of the ACC are governgdthe Anti
Corruption Commission Act Chapter 9.22. In turn tbepartment
established the Anti-Corruption commission in terro the anti
corruption commission act to investigative casescofruption. The
department established an inter ministerial tasgef@n the fight against
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corruption. It comprises of representatives from Ministries of Justice,
legal and Parliamentary Affairs, Defence, Finanbd@prmation and
Publicity, State Security, Home affairs and ReséBaak, ZIMRA and
NECI.

. AML/CFT Training has been provided to most of thekeholder agencies

in Zimbabwe with the exception of the legal professn Zimbabwe.

Zimbabwe AML legislation does not yet take into @act the full obligations set
out in the revised FATF Recommendations (2003).e dkfinition of predicate
offences and a list thereof does not appear incdrihe AML legislation which
would provide for wider prosecution of money lauridg in which the proceeds
of crime from all serious offences can be prosetuds money laundering
offences. While AML measures under the BUPSML Asmid BUPSML
Guidelines apply to all the banking institutionssurances, legal practitioners, real
estate agents, accountants, stock brokers, futwod®rs, gaming houses, casinos
and lotteries, it was evident during the evaluatioat the BUPSML Guidelines
are not enforced by several of these entities nas there any evidence for
sanctions taken against these entities for non-tange. Moreover traders in
precious metals, minerals and stones are omittad the BUPSML Guidelines

and are therefore not monitored for AML/CFT.

Although Zimbabwe has implemented basic customemtification obligations, it
has not implemented full customer due diligence DEBequirements for all FIs
and DNBFPs. Reporting Fls are required to iderpéymanent and occasional
customers (for large value transactions). A natpeason’s identity is normally
verified by producing a document issued by a pudlithority, which normally
contains full name, signature and photograph. Allpgrson’s identity is verified
by checking certain Registers. Where the custoimamable to produce the
required identity documents, the Reporting FI sti@eénerally refuse to establish
a customer relationship. Overall, there are wesde® regarding the
implementation of Recommendation 5, as the onlysmesacurrently in place for
some Fls and NBFIs is a requirement to identifyt@uers. Elements going
beyond the initial establishment of the customéati@nship such as beneficial
ownership and other elements of CDD are eitherraquired or very limited.
These deficiencies need to be addressed as a noditterority. In addition,
specific identification requirements and procedwsiesuld be introduced that are

tailored to the business practices of sectors dtfger banking for instance NBFIs.
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Zimbabwe has implemented the applicable measurespdtitically exposed
persons (PEPs) in the BUPSML Act, and further esddrby the BUPSML
Guidelines under Section 11.

The BUPSML Act does not prohibit where a customseniroduced by one part of
a financial institution’s group from outside Zimived to another, provided the
identity of the customer has been verified by titeoducing branch or subsidiary
in line with requirements equivalent to those ahBabwe and those identification
records are freely available on request to therqibgs of the group on request, it

is not necessary for identity to be re -verifiedarthe records to be duplicated.

Normally, the establishment of non-face-to-face itess relationships is not
allowed and the customer must physically appe&eeit the Reporting FI where

identification and verification is performed.

A legal duty of confidentiality requires employessfinancial institutions to keep
customer information confidential, but does notilwthdisclosure of information,

nor impede the RBZ in performing its supervisoriro

Record keeping requirements are generally sat@fgctvith Reporting Fls being
obligated to retain copies of any documents usecktily the customer’s identity
for more than five years after termination of thistomer relationship, and to keep
transaction records for five to ten years. Ther@a minimum retention period
stipulated in the Bank Act or Banking Regulatiodswever banking institutions,
like other companies are compelled to retain fif@n@cords for at least five
years in terms of the Income Tax Act [Chapter 2B:86me financial institutions

have internal policies which stipulate retentionigues for more than seven years.

The legal system for reporting is generally satisfey, but there are some issues
concerning its effectiveness. Monitoring of unustr@nsactions is conducted.
Reporting Fls are required to report transactionthé FIIES. Employees are not
liable to any legal, administrative or employmesiated sanction, regardless of
any breach of a legal or employment obligation,riporting any information in
good faith and in the reasonable belief that tfiermation was substantially true

and disclosed evidence of money-laundering or seradfence.
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“Tipping off” a customer or any third party in cagttion with reporting a
Suspicious Transaction Reports (STR) is prohibitBanks and Monetary Value
Transmission Service Providers (MVTS) report thegdéat number of STRs,
though none of them were related to terrorist fonag. The number of STRs
being reported by other non-bank financial insits is very small. There are
also some other effectiveness concerns and a reeshdure that appropriate

action is taken in cases of non-compliance.

Zimbabwe has published in the BUPSML Guidelines E#elTF List of Non-

Cooperative Countries and Territories and it wasest by the banks interviewed
that they paid attention to the NCCT list. Zimbablas enacted the NCCT list
under the RBZ regulations. Additional NCCT counteasures do not appear to
have been applied by the non-banking institutiamshsas the insurances, legal

practitioners, real estate agents and public aceats

Controls and Monitoring of Cash and Cross Bordeansactions Under the
Exchange Control Act (no Zimbabwe resident is pteadito take cash outside of
Zimbabwe, notes of the value totallings1000.00 USD or $100,000.00 ZWD.
Cross border monitoring of Cash is enforced by #imbabwe Revenue
Authority.. There is a legislative frame work whiphovides for the reporting of
suspicious cross-border transportation of curreAsya result currency crossing
the Zimbabwe borders under suspicious circumstamcdavestigated by the
Zimbabwe Revenue Authority (ZIMRA) and they willgsathe investigation on to
the Zimbabwe Republic Police. However the FIU neexdde included in the

investigative process.

The Police may search any person suspected of lreipgssession or having in
his possession anything unlawfully obtained. Thame large cash transactions
reporting requirements including large foreign extofpe transactions. Aggregate
data on foreign exchange transactions is provigeth® local banks and provided
to the RBZ. .

Cash plays a major role in Zimbabwe cash basedoaepnTransactions involving
financial institutions are mostly conducted by casltheques however the use of
debit cards for point-of-sale transactions and ATatsh withdrawals is rising.
There are a total of 20 financial institutions whioffer Automated Teller

Machine (ATM) services across the country as indiddelow.
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Commercial Banks 14

Building Societies 4
Merchant Bank 1
Savings Bank 1

There are no requirements to report cross-bordeements of gold or other high
value items such as diamonds or gems as long gsatkdor personal use. There
is large scale trade of gold, diamond and gemsitor@mbabwe and permits are
required for the exportation of such items for bess purposes. These must be
declared to ZIMRA or else they could be seized suftbequently confiscated.

The Police conduct searches in the country of persaspected of being involved
in parallel market operations. If found to be inspession, of foreign currency
with unlawful intend the foreign currency can fiogfeited by the court under
Section 7 of the Exchange Control Act, 1975.

Some local commercial banks have an internal palibgreby all large deposits
above a set threshold, is reported to either mamegeor to the MLRO who
reviews the report and after carrying out furthmresstigations as to the source of

the funds, decides whether to refer the transattidhe FIIES for investigation.

All Reporting Fls must establish certain internainttol and communications
procedures, and appoint an AML officer. Some R&pgrFls must have an
internal audit function and designate a compliaraficer within senior
management. The Compliance Officer is requirecstablish an audit function to
test its anti-money laundering and financing ofdgsm procedures and systems.
Special training programmes for employees and ofieéevant persons on
AML/CFT obligations are required. While these meas are generally
satisfactory regarding checking the existing lailigy do not implement the full
range of measures required under the Recommendatind it appears that
institutions have not voluntarily implemented higtetandards. There are five
foreign branches of Zimbabwe institutions in southend eastern Africa.
Information on these institutions was suppliechatfinal report discussions on 20

July 2007. It should be noted that during the entlie team was advised there
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were no Ifs outside of Zimbabwe with head officeZimbabwe. As a result no

follow up questions were given.

The RBZ is the regulator of financial institutioims Zimbabwe. These include
banking institutions and money transfer agencidse RBZ is the authority
responsible for administering the Banking Act, 20f1id the BUMSML Act,
2002. When a financial institution is granted eetice, checks are conducted to
ensure that the general manager and directorsfineet proper requirementsit
and proper checks for directors are done beforéngtéution is licensed in terms
of the Banking Act [Chapter 24:20] and the Bankiegulations, SI 205 of 2000.

The RBZ has adequate powers to supervise and ingpepolicies, practices and

internal controls of Reporting FlIs. It is alsolawised to impose a broad range of
administrative sanctions for non-compliance, frogiters requesting corrective

action through to fines or de-licensing. Sanctioas be applied against both
institutions and officers/employees. To date theZRBas not imposed any

sanctions for breaches of AML/CFT obligations (hayassuing letters requesting

that corrective action be taken), though there Hasen sanctions taken against
financial institutions for other offences for insta the collapse of Time Bank.

At the end of 2005, the RBZ had 1676 employees.supervisory department is
responsible for supervising commercial banks (d#grchant banks (5), finance
houses (3), discount houses (6) including desighaten-financial businesses
(e.g.: Money Transfer Agencies, Bureau De Changd)e RBZ is understaffed
and requires more staff to assist with conductingesvision of Fls registered
under the Banking Act, 2001. The Reserve Bank cotsdiwo types of on site
inspections i.e. targeted examination and full scaxamination. Targeted
inspections are generally ad hoc and focus on ifilhtareas of supervisory
concern while risk based onsite examinations ateedided and conducted
according to a predetermined supervisory plan. @mage nearly 5% of banking
institutions are inspected every one to two yeahschv translates to over 30
examinations in a calendar year. The frequencyxafménations on a specific
institution is also dependant on the condition askl profile of the institution and

its systemic importance in relation to the banlgggtem.

The RBZ has, as its primary goal, the maintenarfcthe internal and external

value of the Zimbabwean currency. In this regénd,RBZ is responsible for the
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formulation and implementation of monetary polidirected at ensuring low and
stable inflation levels. A further core functiohtbe Bank is to maintain a stable
banking system through its supervisory and lendiéash resort functions. Other
secondary roles of the Bank include the managemglttie country’s gold and
foreign exchange assets. The bank is the solerissiucurrency and acts as
banker and advisor to Government. Although AML/C&SEessments are integral
part of the RBZ's regular visits, they seem to be timited in scope and not
conducted frequently enough. AML/CFT assessmartsiat held annually, but
only when there are indications that an assessweuid be necessary. Only one
thematic inspection focusing solely on AML issues been conducted starting in
December 2006. No certificate for compliance haamnlissued as yet. Check lists
specifically tailored for AML/CFT are not used bihet RBZ on site Bank
Supervision team. This situation needs to be reaiewhe RBZ should consider
how it can best enhance focus on AML/CFT issuasexample, by having a team
of examiners that checks compliance with AML/CFTamongoing basis for all

supervised entities.

Some steps have been taken concerning guidanceBURSML Guidelines are
issued to financial institutions and non-finandiwedtitutions by the RBZ by virtue
of powers conferred it by sections 24 and 26 of BR#PSML Act, 2002. The
BUPSML Guidelines came into force ofi April 2006 and are binding. They are
also a statement of the minimum standards expesteall financial and non-
financial institutions. The RBZ in the exercise itd supervisory duties will
monitor adherence to these Guidelines and failun@easure up to the standards
contained in these BUPSML Guidelines will be dealth in line with the
appropriate penalties. It is a criminal offence fimancial institutions and non-
financial institutions to fail to take measures @mtained in the BUPSML
Guidelines to prevent their institutions or thevesgs their institutions offer from
being used to commit or to facilitate the proce$smmney laundering. The
BUPSML Guidelines offer some guidance on the maroiereporting but this
applies to financial institutions and only some dfim@ancial institutions. The
BUPSML Guidelines also contain notes on the detaatif complex and unusual

transaction reports.

DNFBPs are not equally supervised for AML/CFT. MDMFBPs are accountable
for AML/CFT under the BUPSML Act, 2002 and BUPSMLui@elines, they

include insurances, legal practitioners, real estagents, accountants, stock
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brokers, futures broker, gaming houses, car dealersellers, casinos and
lotteries. Traders in precious metals and stomegasignated by the BUPSML
Guidelines. The guidance seems to be premature ieffective since the
BUPSML Guidelines only came into force in April ZD@nd reporting entities
(both financial institutions and DNFBPs) met by #émsessment team asked for
additional and more sector-specific guidance (paldrly in the area of
typologies). Such guidance should be provided,hasild increased outreach to
DNFBP sectors. Additionally, the RBZ should enhatits general and specific
feedback concerning the status of particular STR$ the outcome of certain

specific cases.

Unauthorised MVTS providers are illegal, and Zimlabhas detected some
underground banking. Regulated MVTS providers (Bar&re subject to the
FATF Recommendations, albeit not adequately. Tligatively impacts on the
effectiveness of AML/CFT measures in the MVTS attitko financial institution

sectors. Zimbabwe should take steps to properlyeément Recommendations 5-
7, 15 and 22, and SR VIl overall. The RBZ is respble for monitoring MVTS

operators however there are concerns about thetigffaess of this supervision.
The RBZ should take immediate steps (including ¥pglsanctions if necessary)

to correct these problems.

Preventive Measures — Designated Non-Financial Bimesses and Professions

The following DNFBP are subject to AML/CFT obligatis: real estate agents,
lawyers and other independent legal professioralslitors and accountants,
auctioneering firms and commission agents in commeavith cash transactions
and pawnshops. Land-based casinos, trust/comparyceseproviders (as a
separate defined business sector) exist in Zimbalerust/company services
are handled by registered lawyers using their design as a notary public. There
is a legal prohibition from other persons estaloighsuch businesses in

Zimbabwe.

AML/CFT obligations for Reporting FISIDNFBPs arengeally not the same.
Consequently, the same serious deficiencies inirtfpgementation of customer
identification requirements (Rec.5) exist; custorndentification requirements and
CDD requirements for FIs have been implemented, imliable customer

identification and full CDD requirements for DNFBRave not. Zimbabwe should
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correct these deficiencies as a matter of priobtyalers in precious metals/stones
are required to obtain a licence form the goverrinénZimbabwe. They are
required to maintain a register on how much theypce. The register is checked
on a regular basis by the CID Gold Squad and theeMi Marketing Corporation of
Zimbabwe. Failing to maintain balanced records ufidie Gold Trade Act and the
Precious Stone Trade Act is a prosecution offefibe. dealers in precious metals
and stones are only legally authorized to sellht® Government of Zimbabwe.
Occasional customer rules do not apply to lawyiadependent legal professionals,
real estate agents, accountants or auditors sineeto the nature of their work, they

do not have occasional customers.

In general, Reporting DNFBPs have not satisfagtamiplemented record keeping
requirements. Although Reporting DNFBPs are notadd to establish non-face-
to-face business (customers must physically apgictiie Reporting DNFBP or its
agent/outsource for identification and verificaiotihere are some concerns about

the effectiveness of this system in practice.

Reporting DNFBPs must monitor their accounts anmbntesuspicious activity to
the supervisory authority. Lawyers are obligedepart suspicious transactions of
any nature except for privileged information. Sa, fthere are no lawyers,
accountants, auditors and real estate agents whe filad STRs. There are
preliminary concerns about AML/CFT effectivenessdiese most of the DNFBP
sectors met during the on-site visit (particulamyal estate agents, lawyers, and
dealers in precious metals/stones) had prematuesumes in place to deal with
AML/CFT. While most DNFBPs are listed in the BUPEMsuidelines as
Accountable Institutions, many have not developedrtown internal policies and
procedures for dealing with AML/CFT. More tailoreahd sector-specific
AML/CFT guidance should be issued to the ReportdigFBPs as soon as
possible to address these concerns.

Real estate agents, accountants and auditors mllsttvely be licensed by an
independent authority in order to be authorised@any out their business. An
entity needs to supervise these entities, issugagae to them on an ad hoc basis
and be empowered to apply administrative sanctidiés authority needs to
conduct audits on a yearly basis. Furthermore fiams need to be properly

supervised by the Law Society for non-complianeceAbIL/CFT compliance.
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There ardand-based casinos in Zimbabwe and they are closglylated.

Legal Persons, Arrangements & Non-Profit Organisdons

A number of publicly available registers contaim® information concerning the
ownership and control of Zimbabwe legal persondl ZAnbabwe legal persons
must register with the Zimbabwe Registrar of Congmnin terms of the
Companies Act, Chapter 24;03, which provides alt mempanies with ID used
to identify the legal person in all public businessl industry registers. Numerous
other registers are specifically associated toGketral Co-ordinating Register
and collect their information from it. Although rlagn companies are not
obligated to keep information on ownership and i@ravailable in Zimbabwe,
any foreign company conducting business in Zimbalmuest register in the
Business Register. Private and public limited canigs must maintain a publicly
available shareholder register that includes in&drom about the legal control of

the entity

Charitable organisations are obligated to registgh the Ministry of Public
Service, Labour and Social Welfare. They can opekatnk accounts in their
corporate or legal name. Signhatories must be eetile board of Trustees
members. When a charitable organization is regidté& is then the registered
name which is used officially in business. If theg not legal entities they are not
allowed to operate. The RBZ specifically advisegoréng Fls that collection
accounts for charitable organisations should natxssmpt from the requirements
to produce identity documents. Zimbabwe has noevesd its laws/regulations
relating to non-profit organisations (NPOs) as fegu by Special
Recommendation VIII. Zimbabwe should do so, anglé&ment appropriate CFT
measures in this sector.

Zimbabwe law recognises the legal concept of asttrar similar legal
arrangements, including trusts created in othentms. Zimbabwe lawyers do
occasionally handle trusts established abroad.bdwe reports that when doing
so, they are not subject to the full range of AMEACobligations; and existing
AML legislation would benefit from being clarifigd that regard. Once Trusts are
registered in Zimbabwe they become legal entities.

National and International Co-operation.
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Zimbabwe has partially implemented the elementghef Vienna, Palermo and
Terrorist Financing Conventions that are relevanthe FATF Recommendations.
Zimbabwe has partially implemented the basic legalovisions of
S/RES/1267(1999), but should implement measuresidnitor or supervise for
compliance with these requirements. Zimbabwe's émantation of
S/RES/1373(2001) is inadequate, and should be irefro

On an operational level, the NECI is authorisectdeoperate with other domestic
supervisors, law enforcement authorities and faresgpervisors for AML/CFT.

Several informal mechanisms, including regular acntneetings and forums exist to
improve interagency co-operation between the pdeesecution Authority, customs
and ZIMRA and supervisors with regards to AML/CHTowever, solid outcomes do
not always seem to result. Although a recent gowent action plan sets out a
strategy for enhanced co-operation and co-ordimaimong all government bodies
with regards to the implementation of AML/CFT meaasy actual implementation of
these recommendations will be problematic if impatmg AML/CFT measures is

not prioritised when allocating budgetary resouttoelsw enforcement/prosecutorial
authorities. Zimbabwe should improve co-ordinatiparticularly at the operational

level and with regards to allocation of budget Bnohan resources.

Mutual legal assistance and extradition measupplydo money laundering since
money laundering is a criminal offence and both @éninal Matters (Mutual

Assistance) Act and the Extradition Act providettin@easures must be taken
against “any” criminal offence. However since teisbfinancing has not yet been
criminalized there is no scope for mutual legalisiaace or extradition.

Zimbabwe can only respond to both mutual legal stmiste and extradition
requests regarding other serious offences and @natisence of an applicable
treaty.Mutual legal assistance is regulated by the Attpi@eneral’s Department

of Zimbabwe.

Although in general, there are no legal or prattiogpediments to rendering
assistance, provided that both Zimbabwe and theestimg country criminalise the
conduct underlying the offence, the applicationdofl criminality may create
obstacles to both mutual legal assistance and dititra where the underlying
offence relates to the following types of moneynkdering/terrorist financing

activity that have not been properly criminalisedZimbabwe: (i) conspiracy to
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commit money laundering or terrorist financing ddgsof the context of an

organised criminal group; and (ii) obtaining orleoling funds/assets to be used by
a terrorist organisation/individual terrorist wheheir use/intended use cannot be
connected with a specific terrorist act. Zimbab\Wwewd take measures to address

this problem, in particular, by properly crimin@hig these activities.

Generally, mutual legal assistance requests argafded through the Attorney
General's Department. Zimbabwe reports that requese given priority;

however, there are no statistics concerning thgttemf processing times for
either mutual legal assistance or extradition retgueDuties of confidentiality do
not impede mutual legal assistance. Assistancebeaprovided even where the
offence is considered to involve fiscal matters. wisle range of mutual legal
assistance can be provided, including compellinthegis testimony, order the

production of documents and seizing evidence.

Where a foreign state (that is not a signatory e Vienna or Strasbourg
Conventions) requests Zimbabwe to execute a foreign
freezing/seizing/confiscation order, Zimbabwe catyaecognise the order, but
cannot give effect to it without starting its owropeedings. A procedure that
requires a case to be made out before a local oautie basis of foreign evidence
is inherently less effective than one where Zimbalwourt satisfies itself that a
foreign court has made a freezing/seizing/confispabrder, and then simply
gives effect to that order. Zimbabwe should enhatiee effectiveness of its
system by enacting legislation that would clearliova for confiscation in

situations other than those covered by the Vienmravéntion and should consider
enacting measures that would allow it to give dffem a foreign

freezing/seizing/confiscation order without the ewmsity of starting its own

domestic proceedings. Although there are no speeiahanent arrangements for
co-ordinating seizure/confiscation actions with estltountries, Zimbabwe does

co-ordinate on a case-to-case basis. No assetttod fund exists.

Zimbabwe is party to the following conventions tiglg to international co-

operation:

" UN Convention on Psychotropic Substances Vienn@319

. UN Convention against Transnational Organized Cii&igned: 12

December 2000
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. UN Convention against Corruption (Signed: 20 Fabyr2004)

" Africa Union Convention on Preventing and Combat@ayruption (in
process of being prepared for signature)

" Memorandum of Understanding on Anti-Money Laundgmvith members
of ESAAMLG (signed 1999)

" Southern African Regional Police Chiefs Cooperaf@ARPCCO] signed
on 1 Oct 1997

" Memorandum of Understanding between FIIES and FitBeRepublic of
South Africa (signed February 2006) and Egypt.

Zimbabwe has not signed the International Convenfar the Suppression of

Financing of Terrorism.

Zimbabwe has not collated statistics on the nundferequests for mutual legal
assistance, extradition, freezing/seizing/confiscatand requests from foreign
FIUs. Zimbabwe needs to establish a register phravides these statistics
including those relating to the nature of mutuajale assistance/extradition
requests, whether the request was granted/refussadl,how much time was
required to respond.

Zimbabwe law enforcement authorities are authorieetbnduct investigations on
behalf of foreign counterparts. Information is lexcged with foreign
counterparts on the condition that it only be uggdrofessional purposes, and is
not made subject to disproportionate or undulyriggte conditions. Generally,
the attitude of Zimbabwe law enforcement is to oesbrapidly to requests from

co-operating agencies abroad.

Under The Banking Act, 2001, RBZ may on a recipkobasis exchange
information on supervisory matters whether based aorMemorandum of
Understanding or not, with supervisory authoritias other countries. Under
Section 46 of the Banking Act, 2001, RBZ Bank Swiston Unit may enter into
a MOU with foreign supervisory authorities settimgt the scope, procedures and
further details for the exchange of informationaoreciprocal basis. The exchange
of such information may include confidential infation provided that the RBZ
has satisfied itself that the information submitsball remain confidential at the

foreign supervisory authority.
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So far, no MOU has been entered into with any fpreiupervisors with regard to
carrying out any on-site inspections. It shouldnis¢ed that International Banks
conduct regular audits and inspections on branich&snbabwe. The most recent
request that Zimbabwe has received relating to Mis &t the beginning of 2006
from the United Kingdom involving a convicted parsa Zimbabwean currently
resident in the UK who was involved in fraudulentlytaining student permits for
students intending to study in the UK and using theceeds from such acts to
purchase several assets in Bulawayo, Zimbabwe. Upquest being granted the
UK authorities managed to identify several of tmeperties in Bulawayo and to
record several statements for purposes of suppottie forfeiture application in

the UK which is still to be finalized.

The Attorney General’'s Department has receivedreqaest for assistance from
non-Commonwealth country, that being Brazil. Thgquest was for evidence
gathering by Brazil in a case involving a Nigerfational using a fake Malawian
passport in Brazil. It was believed he was in Zibwea at the time of the request.
Unfortunately due to the nature of the requestis&s®e could not be given.
Requests for Mutual Legal Assistance have beenedebecause there are no
MOUs in place. The denials have not involved MLFGr cases to date. The below
chart reflects the statistics on mutual assistamequests received from

Commonwealth Countries including extradition redsies

Year 2003 2004 2005 2006

Number of casg 0 4 3 4

Zimbabwe has received several requests for Mutusgal assistance from
Commonwealth countries and to date there has beetfenials of cooperation.
However requests by Zimbabwe to other countriessHasen returned with no
assistance given. Statistics on the number of cafddutual Legal Requests
received by the Attorney General's Office on suspeéccases of Money
Laundering and Extradition are as follows.

Mutual Legal assistance requests2004 2005 2006




To Zimbabwe 3 1 2

From Zimbabwe 4 4 3

Total 7 5 5

Extradition Requests| 2003 2004 2005 2006

To Zimbabwe 0 3 1 3

From Zimbabwe 1 1 0 1

Total 1 4 1 4




