
Key Issues, Action Steps and Conclusion s 

Action steps 

Introduction 
Many o f th e topic s identifie d i n thi s pape r ar e 
technical matters , o n whic h Senio r Official s 
may wis h t o c o m m e n t an d reac h a  goo d 
measure o f agreemen t i n th e cours e o f thei r 
deliberations i n Sr i Lanka . Decision s i n respec t 
of othe r issue s coul d b e take n a t th e politica l 
level. Fo r Senio r Officials  th e mai n purpos e o f 
discussing these subject s wil l be to distil the ke y 
underlying issues , so that Financ e Minister s ca n 
be presented wit h th e cleares t possibl e basi s fo r 
reaching thei r conclusions . 

The practica l point s include : 

the introductio n o f legislation wher e i t is 
not alread y i n place ; 

the establishmen t o f central uni t fo r 
handling suspicion disclosures , with suppor t 
for it s role at th e highes t politica l level ; 

a commitment b y financial  supervisor s t o 
cooperate closel y with thes e centra l units ; 

agreement tha t financial  supervisor s t o 
produce guidance notes , in consultatio n 
with al l interested parties ; 

agreement t o the establishing o f a networ k 
of agreements between financial  supervisor s 
and other s i n Commonwealth countrie s t o 
facilitate internationa l co-operation ; 

the introductio n o f a self-evaluatio n 
procedure; 

agreement o n a  role for th e Secretariat , 

including research o n ne w issues , co-
ordination o f the sel f evaluation process , 
liaison with FATF , acting a s clearing hous e 
for technica l assistance , and assistance wit h 
implementation o f the mode l law . 

The type s o f proposa l tha t migh t b e pu t t o 
Finance Minister s ar e discussed below . 

Legislation 
Some Commonwealt h member s hav e alread y 
in t roduced comprehens iv e legislat io n t o 
combat mone y laundering . Othe r member s 
have legislatio n addressin g som e o f th e ele -
ments tha t hav e bee n discusse d i n thi s paper . 
Some hav e n o mone y launderin g legislatio n a t 
all. 

The Commonwealth Secretaria t has produced 
a draf t Mode l Law  for  the  Prohibition  of Money 
Laundering. Thi s i s intende d fo r commo n la w 
countries, and covers all the issues addressed by the 
40 FATF Recommendations and discussed in this 
paper. Adoption of legislation based on the Model 
will allo w al l Commonwealt h countrie s wh o d o 
not ye t hav e thei r ow n comprehensiv e legisla -
tion t o mee t th e targe t endorse d b y Head s o f 
Government. 

Senior Official s o f La w Ministrie s ar e t o 
discuss th e Mode l a t thei r meetin g i n Malt a a t 
the end of May. After takin g account of any mod-
ifications propose d there , o r b y Senio r Financ e 
Officials i n Sr i Lanka , th e la w wil l b e availabl e 
for implementation , wit h the Secretariat abl e t o 
offer assistanc e i n adaptin g i t t o an y particula r 
local requirement s withi n individua l 
Commonwealth countries. * 

The Mode l Mone y Launderin g Bil l prepare d b y th e Secretaria t wa s presente d t o La w Minister s whe n the y me t i n Apri l 1996 . 
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Senior officials migh t therefore be able to rec-
ommend t o Financ e Minister s tha t legislation , 
using the Model Law if desired, migh t b e intro -
duced b y al l Commonwealt h countrie s a t th e 
earliest opportunity . 

Central units for handling suspicion 
disclosures 
It i s clear from th e discussion i n this paper tha t 
a nationa l centra l uni t fo r handlin g suspiciou s 
disclosures is a crucial element in any anti-money 
laundering regime . The locatio n o f such a  uni t 
within the structure of government, supervisio n 
and law enforcement will , however, depend upo n 
the situatio n prevailin g i n eac h individua l 
Commonwealth member . Financ e Minister s 
might b e invite d t o giv e a  commitmen t t o th e 
establishing o f suc h a  uni t i n eac h 
Commonwealth country where one is not already 
established. 

For a central unit to be effective, i t must be ade-
quately resourced, and must be able to rely upo n 
strong support a t the highest politica l level . I t is 
therefore important that Finance Ministers, Central 
Bank Governor s an d Head s o f Government b e 
requested to give the necessary public commitment 
to each central unit, if it is established, and to the 
role for which i t is established. 

The role of financial supervisors 
Wherever th e centra l uni t i s established i t wil l 
need t o work closely with th e existing financial 
supervisory agencies, so that the respective task s 
of the different organisation s ca n be carried ou t 
efficiently withou t unnecessary additional admin -
istrative burden s bein g place d o n financia l 
institutions. Senior officials migh t recommend to 
Finance Minister s tha t thei r commitmen t t o 
action agains t mone y launderin g includ e a  will-
ingness t o promote co-operatio n amon g al l the 
agencies concerned, als o at the highest level . 

Guidance notes 
In order to assist financial  institution s to operate 
new money laundering legislation efficiently, i t is 
important tha t the y ar e given guidanc e b y the 

supervisory authorities . Senio r official s migh t 
recommend t o Finance Ministers that the super-
visory authorities , i n conjunction wit h al l other 
agencies with a role in the combatting of money 
laundering, an d with th e financial  secto r itself , 
might dra w u p guidanc e note s settin g ou t bes t 
practice i n al l the area s covere d b y the legisla -
tion, and offering example s of money launderin g 
cases and potentially suspiciou s transactions . 

International co-operation 
Senior official s o f Commonweal t h La w 
Ministries are already examining th e scope for a 
network of agreements between Commonwealt h 
business an d financia l regulator y agencies , t o 
complement th e agreement s an d treatie s bein g 
established t o assis t co-operatio n i n crimina l 
matters. Clearly this work will be of assistance in 
developing international co-operation i n cases of 
money laundering . 

The situatio n ma y b e complicate d b y th e 
t reatment o f informatio n relatin g t o fisca l 
offences, whic h ma y fal l outsid e existin g ta x 
treaties an d mutua l lega l assistanc e treaties . 
Senior official s migh t therefor e lik e t o conside r 
how the y ca n take forwar d wor k i n thi s are a i n 
consultation with their Law Ministry colleagues, 
and wit h th e Secretariat . Financ e Minister s 
might be invited t o support thi s proposal . 

Self-evaluation 
One of the key elements of the strategy to tackle 
money laundering is a process of self- evaluation . 
Commonwealth countries who are members of the 
Financial Actio n Tas k Forc e o r th e Caribbea n 
Financial Action Task Force are already familia r 
with this process. Self-evaluation serve s two main 
purposes. Firstl y i t allow s al l Commonwealt h 
countries to see how they are progressing in taking 
forward th e mandate of Heads of Government t o 
implement the FATF Recommendations. Secondly, 
and equally importantly, it allows those countries 
that ar e in need o f technical assistanc e i n carry-
ing th e projec t forwar d t o analys e thei r need s 
clearly, s o tha t a n appropriat e assistanc e pro -
gramme can be devised. 
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Those countrie s tha t ar e members of FATF or 
CFATF might agre e to the respectiv e secretariat s 
of those two task forces passing on the responses to 
their self-evaluatio n questionnaire s t o th e 
Commonwealth Secretariat . Those countries who 
are not members of either task force might agree to 
complete a self-evaluation questionnaire modelle d 
closely on the FATF version. The Commonwealt h 
Secretariat coul d the n produc e a n analysi s of th e 
responses t o these questionnaires fo r th e possibl e 
consideration o f Finance Ministers . 

If Senior Finance Officials endorse this approach, 
the proposa l coul d b e discusse d a t th e Financ e 
Ministers Meeting in Jamaica and if Ministers were 
to approve, the first questionnaires could be issued 
before th e end of 1995. 

The role of the Secretariat 
In ligh t o f th e abov e points , Senio r Financ e 
Officials migh t conside r recommendin g tha t th e 
Commonwealth Secretaria t be given a number of 
responsibilities, subject t o resource availability : 

assistance t o Commonwealth countrie s i n 
adapting and implementin g th e draf t Mode l 
Law for th e Prohibition o f Money 
Laundering; 

liaison with both th e FAT F and CFAT F 
Secretariats t o ensure tha t Commonwealt h 
countries remain u p to date i n thei r 
understanding o f money launderin g an d 
strategies to combat it ; 

co-ordination o f the self-evaluatio n process ; 
and 

acting as a clearing house for request s for an d 
offers o f technical assistance . 

Key issues for possible further discussion 
by finance ministers 

Introduction 
In addition to the technical issues discussed above, 
there remain a  number of more complex politica l 
issues whic h Financ e Minister s migh t wis h t o 
discuss in more depth . 
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Compatibility with economic and financial 
reform 
Finance Ministers will need to satisfy themselve s 
that measure s t o tackl e mone y launderin g ar e 
compatible wit h th e step s the y ar e takin g t o 
reform thei r countries ' economi c an d financial 
systems. Th e evidenc e suggest s no t onl y tha t 
action agains t mone y launderin g i s compatibl e 
with economi c an d financia l reform , bu t tha t 
such actio n complement s an d reinforce s thos e 
reforms i f appropriately implemented . 

Application of money laundering legislation to 
economíc crime 
Action agains t money laundering i n developin g 
countries ca n mak e a  valuabl e contributio n t o 
combatting economi c crime , an d i n particula r 
tax evasion . Thi s i s an issu e tha t ha s i n genera l 
not been addressed by the Financial Action Task 
Force. Internationa l co-operatio n ma y wel l b e 
complicated b y a n unwillingnes s o n th e par t o f 
many countries to provide information . Financ e 
Ministers migh t b e invite d i n particula r t o con -
sider whethe r i t i s possibl e t o agre e upo n a 
framework fo r the exchange of information relat -
ing t o economi c an d fisca l crim e betwee n 
Commonwealth countries . 

The parallel economy 
A relate d issu e whic h agai n ha s receive d rela -
tively littl e consideratio n i n th e pas t i s th e 
implications for action against money launderin g 
of th e existenc e i n man y countrie s o f a  paralle l 
economy. The fac t tha t these parallel economie s 
are largel y cash-base d implie s tha t actio n t o 
reduce th e us e o f cas h will , i n th e lon g term , 
address thi s problem . I n th e shor t t o mediu m 
term, however , Minister s migh t wis h t o consid -
er interi m steps , suc h a s prohibitin g th e us e o f 
cash fo r transaction s abov e a  certai n size , o r 
transactions withi n particula r sector s o f th e 
economy (suc h a s the property market) . 

Implementation of FATF Recommendations in 
international financial centres 
Many Commonwealt h countrie s ar e lookin g t o 
the establishmen t o f a n internationa l financial 



sector as a key element i n their economic growth 
and development . Fo r thes e countrie s actio n t o 
combat money laundering is an important part of 
the process of demonstrating an appropriate leve l 
of probity and soundness. However i t is necessary 
that suc h actio n shoul d b e handle d wit h care . 
Finance Ministers might wish to discuss this, and 
to conside r ho w effectiv e actio n agains t mone y 
laundering ca n b e presente d publicl y withou t 
giving rise to unjustified fear s over the erosion of 
client confidentiality, credibilit y of financial  insti-
tutions an d effort s o f countrie s t o develo p 
financial centres . 

Technical assistance 
Officials migh t wish to discuss in Sri Lanka wha t 
technical assistanc e wil l be needed b y countrie s 
moving t o establish mone y launderin g counter -
measures, an d wha t migh t b e availabl e fro m 
Commonwealth countrie s an d elsewhere . 
Particular area s that wil l be importan t include : 

assistance with drafting an d implementin g 
legislation tha t i s sufficiently wide-rangin g 
and effective t o meet th e remi t endorse d b y 
Heads of Government ; 

assistance with training staf f withi n 
government department s an d regulator y 
authorities t o oversee th e operatio n o f 
systems and control s agains t mone y 
laundering; 

assistance with trainin g within financial 
institutions s o that the y can play thei r par t 
in combatting mone y laundering . 

While official s coul d identify wha t assistanc e 
will be needed an d migh t b e available , i t woul d 
be fo r Financ e Minister s t o conside r ho w suc h 
assistance coul d b e mobilised an d deployed . 

Timetable 
Finally i t would be for Finance Ministers to con-
sider whether a  timetable could be set for actio n 
on th e variou s issue s discussed above . 

Conclusion 

This pape r ha s se t ou t th e backgroun d t o th e 
decision b y Financ e Minister s t o conven e a 
meeting o f senio r official s t o discus s th e eco -
nomic an d financia l problem s o f mone y 
laundering an d th e wa y t o tackl e them . I t ha s 
identified a  number o f issues for discussion , an d 
has set out a possible way forward. Senior official s 
are invite d t o discus s al l thes e point s i n th e 
course of the Sri Lanka meeting. Following thei r 
discussions the y ar e invite d t o repor t thei r con -
clusions to Finance Ministers at their meeting i n 
Kingston, Jamaica, late r i n the year . 
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