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In the article the main legal provisions in the sphere of financial monitoring
adopted in the context of interaction with international financial organizations were
analyzed. The formation and development of the national financial monitoring
system was studied. The attention was paid to the importance of reforming the
sphere of financial monitoring in order to strengthen the financial system of
Ukraine.
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B3a€MOJii 3 MiKHapoAHUM (DiHAHCOBMMH OPraHizauisiMu

Ilpoananizosani ochoeHi npasoei noaodiceHHs y cgepi iHancoeoeo MoHi-
MOpUH2Y, W0 NPULHAMI 8 YMOBAX 83AEMOO0II 3 MINCHAPOOHUMU (DIHAHCOBUMU
opearizayiamu. JocaioxnceHo cmaHoBAeHHS Ma pO36UMOK HAUIOHANbHOI cuc-
memu Qinanco8oeo MoOHImopuney. 36epHeHo0 Y8azy HA 8aANCAUBICIYb pedhopmy-
8aHHA chepu PiHaHc08020 MOHIMOPUHEY 045 3MIUHEHHS QIHAHCO80I cucmemu
Ykpainu.
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Caauii C. JI. PepopmupoBanue chepbl GMHAHCOBOr0 MOHUTOPUHTA B YCJIOBH-
X B3aUMOJIEHCTBHS ¢ MEXKIYHAPOAHLIMU (PMHAHCOBBLIMU OPTaHU3ANUSAMU

Tlpoananuzuposansvi 0cHOGHbIe NPABOGLIE NOAOICEHUS 8 chepe (PUHAHCO8020
MOHUMOPUHEA, NPUHAMbIE 8 YCAOBUAX B3AUMOOCUCMEUS C MeNCOYHAPOOHbIMU
@unancosvimu opeanuzayuamu. Hccaedosano cmanosnenue u pazeumue HAyuo-
HAaAbHOU cucmemyvl QUHAHCO8020 MOHUmMopunea. Obpaueno HUMaHue Ha 8axic-
HOCMb peqopmMuposanus cgepvl PUHAHCOB02O MOHUMOPUHEA O YKpenaeHus
gunancoeoii cucmemvl YKpauHol.

Karoueevte caosa: punancoswiii MOHumMopuHe, nyoiutisle YUHAHCHL, 1e2ai-
3auuu (ommbvleanus) 00x0008, NOAYHEHHBIX NPECMYNHbIM NYMeM, MeNCOYHapoo-
Hble PUHAHCOBblE OP2aAHU3AYULL.

Globalization of financial markets leads to the need to create a
reliable system for preventing and counteracting the legalization of
proceeds of crime, as well as financing of terrorism and financing of
the proliferation of weapons of mass destruction. The settlement of
these issues is transboundary, therefore, requires joint efforts of the
bodies of national public administration and international financial
organizations (hereinafter — IFOs).

The research findings were based on the theoretical considerations
of: O. A. Reznikova, A. A. Misyura, S. V. Dreomov, K. E. Voitovskiy,
S. B. Egoricheva, A. V. Akimova and others. In addition, analytical
statistics and reports published on the official Internet pages of the
IFOs and public administration bodies are used.

The «Strategy of development of prevention and counteraction to
legalization (laundering) of proceeds of crime, terrorist financing
and the financing of proliferation of weapons of mass destruction for
the period till 2020» of 30.12.2015 p. No. 1407 specifies that a
necessary condition for effective solutions to the problems in
combating money laundering is cooperation with international
institutions such as Financial Action Task Force (FATF), Committee
of Experts on the Evaluation of Anti-Money Laundering Measures
and the Financing of Terrorism (MONEYVAL), IME World Bank
and others'. Therefore, the development of an effective financial
monitoring system is actively taking place with the participation of
international organizations and is fundamental to financial stability
and security of Ukraine.
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In this regard, the Plan of easures for 2017-2019 on the
implementation of this Strategy provides the participation of Ukraine
in international measures to prevent and combat the legalization
(laundering) of proceeds of crime, terrorist financing and the
financing of the proliferation of weapons of mass destruction carried
out by these organizations?.

According to O. Reznikova, the problem of counter-terrorism has
become especially relevant for Ukraine since the beginning of armed
aggression of the Russian Federation, because increasing of Ukraine’s
stability in the face of a terrorist threat requires some improvement
in anti-terrorist legislation of Ukraine, updating the model of
cooperation between special services and law enforcement agencies
with the population on prevention and counteracting terrorism, as
well as minimizing the consequences of terrorist acts?.

First of all, it should be noted that the development of a modern
financial monitoring system in Ukraine is closely related to the
activities of the FATE After the proclamation of independence, the
basic legal principles of financial control began to be implemented,
in particular, the State Control and Revision Service of Ukraine and
the State Commission on Securities and Stock Market were
established, the legal status of the National Bank of Ukraine and the
Accounting Chamber (that became a member of the International
Organization of Supreme Audit Institutions (INTOSAI) since 1998
and the European Organization of Supreme Audit Institutions
(EUROSAI) since 1999) was regulated*. However, we agree with the
opinion of O. Akimova that in the 1990’s a police model for
combating the legalization of proceeds of crime was formed in
Ukraine, because in the absence of financial monitoring as such, its
separate functions were performed by the National Bank of Ukraine
and law enforcement agencies’.

Certainly, such measures were not enough to establish a system of
financial control, because it was necessary to develop the legislative
framework further and introduce new instruments to combat the
legalization of proceeds of crime. As a result, the FATF has brought
Ukraine to the list of countries that do not cooperate in counteracting
the legalization of the proceeds of crime in September 2001, the
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so-called «black list» due to Ukraine’s inability to adopt legislation
that complies with international standards®.

To fulfill the international commitments before the FATF the
Government of Ukraine implemented a key element of the system
and its coordinating body — the Financial Intelligence Unit, first as
the State Department and later as the State Committee for Financial
Monitoring in January 2002. In addition, in 2002 Ukraine adopted
the Law «On prevention and counteraction to legalization
(laundering) of the proceeds of crime or terrorist financing» of
28.11.2002, No. 249-1V’.

The State Committee for Financial Monitoring of Ukraine was
subsequently reorganized into the State Financial Monitoring
Service of Ukraine in 2011, that today is the central executive body
that implements state policy in the area of prevention and
counteraction to the legalization (laundering) of proceeds of crime,
financing terrorism and financing of the proliferation of weapons of
mass destruction (Directive of the Cabinet of Ministers of Ukraine
«On approval of the regulation on the State ervice for Financial
Monitoring of Ukraine» of July 29, 2015).

In order to create a coherent regulatory framework, amendments
were made to the laws regulating the activities of the banking system
and financial services market, which ensured compliance of
Ukrainian legislation with the international standards of the FATF.
Legislation on combating money laundering and terrorist financing
was a new one for the Ukrainian legal system, but it was fully in line
with the best European standards of that time. This provides, on the
one hand, the preservation of banking and commercial secrecy held
by banks and other financial institutions, and, on the other hand, the
possibility of conducting a qualitative analysis of financial transactions
potentially related to money laundering or terrorist financing®.

Thus, the application of FATF sanctions became the basis for
reforming the financial control system, the establishment of a
modern system of financial monitoring, as well as the establishment
ofclose cooperation between Ukraine and international organizations
all that help to create mechanisms to counteract the legalization of
proceeds of crime.
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Accordingto S. B. Yeroricheva, the improvement of the legislation
of Ukraine in the area of counteraction to money laundering and
terrorist financing is a reflection of the global tendency to increase
transparency of financial transactions and increase the control of
financial flows. However, in late 2007, Ukraine came back to the list
of countries that do not cooperating in combating money laundering
and terrorist financing, in particular, have drawbacks of legal
framework (so-called «gray list»). The main comments were: the
absence of the definition of «public figures» in the legislation; the
absence of the peculiarities of working with such clients and the
control of the respective risks; the absence of obligations
corresponding to the FATF Recommendations on some participants
in financial transactions — real estate agents, lawyers, notaries, etc.;
the lack of requirements in the area of financial monitoring for
casino activities, etc’.

In this regard, a new edition of the Law of Ukraine «On prevention
and counteraction of the legalization (laundering) of the proceeds of
crime, or terrorist financing» of May 1, 2010 No. 2258 was adopted
and it was designed to implement the provisions of the Forty
Recommendations ofthe FATF and the Council of Europe Convention
on Laundering, Search, Seizure and Confiscation of the Proceeds of
Crime and on the Financing of Terrorismy», ratified on 17.11.2010.

This Law has considerably expanded the list of subjects of initial
financial monitoring; Amendments to the Criminal Code of Ukraine
were made, in particular, Art. 209-1 «Intentional violating the
requirements of the legislation on prevention and counteraction to
legalization (laundering) of proceeds of crime, or financing of
terrorism» and Art. 258-5 «Terrorist Financing», that for the first
time provides actions which qualify as terrorist financing; risk-
oriented approach was introduced; the upper limit of the amount of
the financial transaction, in relation to which the obligatory financial
monitoring is carried out, was changed; a mechanism for stopping
operations that may be related to the legalization of proceeds of
crime was introduced, etc'®.

As a result, the Financial Action Task Force decided on October
28, 2011, to exclude Ukraine from its list, indicating that the
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international community has strengthened its credibility towards our
country. It helped to facilitate the work of domestic banks in the
international financial market [8, c¢. 59-60]. Later the Strategy for
the prevention and counteraction of the legalization (laundering) of
the proceeds of crime or terrorist financing for the period from 2011
to 2015 was adopted.

The adoption of the new Law of Ukraine «On prevention and
counteraction to legalization (laundering) of the proceeds of crime,
terrorist financing and financing the proliferation of weapons of
mass destruction» of 17.10.2014 No. 1702 was an important step
towards improving the financial control system and bringing it to the
international standards. It was developed on the basis of the
Recommendations of the FATF of 16 February 2012, the Committee
of Experts on the Evaluation of Anti-Money Laundering Measures
and the Financing of Terrorism (MONEYVAL) and the agreements
with IMF within the program «Stand-by» of 2014!!.

Strategic directions for the development of the national system of
financial monitoring are set out in the Strategy for reforming the
reporting system in the area of prevention and counteraction to the
legalization (laundering) of proceeds of crime, terrorist financing
and financing of the proliferation of weapons of mass destruction,
approved on August 23, 2016, No. 608-p, that was developed taking
into account the Recommendations of the FATEF, the IMF and the
Committee of Experts on the Evaluation of Anti-Money Laundering
Measures and the Financing of Terrorism (MONEYVAL).

One of the measures in the context of strengthening the system of
financial monitoring is the disclosure of beneficiaries of banking
institutions clients. In particular, in the Letter of January 19, 2016
No. 25-00008 / 15199, the National Bank of Ukraine drew the
attention of the banks to the fact that, in compliance with the
requirements of parts seven and nine of the Article 9 of the Law of
Ukraine «On prevention and counteraction to legalization
(laundering) terrorism financing and financing the proliferation of
weapons of mass destruction «, the Article 64 of the Law of Ukraine»
On banks and banking activities», the part 53 of Section V of the
Regulation on the implementation of financial monitoring by banks



Cepis IOpuduuni Hayku 193
stipulates that a bank for the purpose of establishing all explicit final
beneficiary owners (controllers) of a legal entity is obliged to claim
from a client, a legal entity (except for the clients specified in the
paragraph 58 of Section V of Regulation No. 417 and enterprises
that are wholly state-owned and public utility enterprises) information
and / or documents containing the information about the ownership
structure of the client'2.

Of particular relevance is the Report on Measures to Combat
Money Laundering and Terrorist Financing carried out by the
Committee of Experts on the Evaluation of Measures against Money
Laundering and Terrorist Financing (MONEYVAL) based on the
results of the fifth round of mutual evaluation at the time of the
mission’s assessment during March 27 — 8 April 2017"3. The 2017
Report notes that Ukraine has significant money laundering risks.
Corruption and illegal economic activity (including false
entrepreneurship, tax evasion and fraud) are major threats to money
laundering. Organized crime increases and significantly affects the
general situation with money laundering. The so-called «conversion
centers», which involve fictitious companies that distribute funds
from the real economy in the shadow, is the most widespread way of
money laundering!4.

During the IMF mission in Ukraine in May 2017, issues related
to the need for further development of the legislative framework in
the field of financial monitoring and legislative initiatives, in
particular, the reform of the reporting system and the prospects for
the functioning of a single state register of national public figures'
were discussed. This is related to the arrangements within the
framework of the «Extended Fund Facility» program with the
International Monetary Fund.

Regarding the single state register of national public figures, the
FATF notes that due to their status and influence, many high-
ranking officials occupy positions that enable the legalization
(laundering) of proceeds of crime. These crimes include corruption
and bribery, as well as activities related to the financing of terrorism.
Therefore, the FATF Recommendations require the use of additional
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due diligence of clients in business relationships with public figures
taking in account potential risks associated with it'°.

In view of this, the «Open Register of National Public Figures of
Ukraine» was introduced, that contains a name list of individuals
falling within the definition of «a national public figure», that is fixed
bythe Law of Ukraine «On prevention and counteraction of legalization
(laundering) of the proceeds of crime, terrorist financing and weapons
of mass destruction financing» and related parties. In addition, in a
brief profile about a national public figure, information is gathered and
systematized, confirmed by documents, and an expanded profile of a
national public figure contains the information that is released earlier
and the additional information about the business reputation'’.

However, we should pay our attention to two aspects. Firstly, the
Register was developed by the teams of the Center for Combating
Corruption and the Office of the Hundred in cooperation with
specialists from the State Financial Monitoring Service and the
Ministry of Justice of Ukraine with the financial support of the
European Union-funded project «<Enhancing the role of civil society
in overseeing public finances»'®, so it functions on a voluntary basis,
and is not an official state register. Secondly, it does not contain the
information on foreign public figures; persons performing political
functions in international organizations; their related persons; and
their relatives, that is why, there are considerable information
limitations. However, we believe that this Register will continue to be
improved and it is the first step towards the introduction of a single
state register of national public figures.

Given the change in the security situation and the transformation
of the nature of the terrorist threat to Ukraine, anti-terrorist
legislation needs improvement, including the updating of conceptual
foundations, the regulation of individual procedures, and the
alignment of the provisions of various legislative acts. This will
increase the effectiveness of law enforcement agencies in this area as
well. Improving the regulatory framework for combating terrorism in
Ukraine, it is advisable to take into account both own and world
experience in this area and to foresee the use of new technologies
and methods of such anti-terrorist activities'.
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The Ukraine’s system of financial monitoring was formed under
the influence of close interaction with international financial
organizations, taking into account the globalization of the relevant
phenomena and their transboundary nature. Accordingly, the success
of the national system for combating and preventing the legalization
of proceeds of crime, the financing of terrorism and the financing of
the proliferation of weapons of mass destruction depends on the level
of cooperation with international partners, that is particularly
important in conditions of armed conflict and the lack of control of
part of the territory as a way to increase Ukraine’s stability to a
terrorist threat. Therefore, it is necessary to develop legal relationships
with the FATE, as well as with other international organizations in
this area.
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Caaiii C. JI. PedopmyBannsa chepu ¢iHaHCOBOro MOHITOPUHIY B YMOBax
B3a€EMOIii 3 MiKHApOIHMMH (DiHAHCOBHMMH OpPraHi3amissMu

IIpoaHanizoBaHO OCHOBHi MpPaBOBi IOJOXEHHS Yy CUCTeMi (hiHaHCOBOTO
MOHITOPUHTY, 1110 TPUIAHSTI B YMOBaX B3a€MO/II 3 MixXkHapOAHUMU (hiHAHCO-
BUMM OpraHi3allisiMy 3 METOIO FrapMOHi3allii yKpaiHChbKOTO 3aKOHOJABCTBA 1O
MiXXHapOIHUX CTAHIAPTIB.

JlocImimKeHO poJib Ta 3HAYMMICTh CIIIBIIpalli 3 MiXkHApOIHUMU (DiHAHCOBU-
MU OpratizamissMmu mjist pedopmyBaHHs cepu (PiHAHCOBOIO MOHITOPUHTIY,
Ipo 1110, 30KpeMa, iaeTbes y «CTpaTerii po3BUTKY CUCTEMU 3aIlo0iraHHs Ta
MpOTHUAIT Jeramizalii (BiIMUBaHHIO) JTOXOiB, OAEepKAHUX 3JIOYMHHUM IIUISI-
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XoM, (piHAaHCYBaHHIO TepOopHU3My Ta (PiHAHCYBAaHHIO PO3ITOBCIOIKEHHS 30pOi
MacoBOro 3HUIIEeHHS Ha Tepion mo 2020 poky» Bim 30.12.2015 p.

ITpoaHanizoBaHO CTAHOBJIEHHSI Ta PO3BUTOK HAlliOHAJTBHOI CUCTEMU
(¢iHAaHCOBOrO0 MOHITOPUHTY, 11O TiCHO MOB’s3aHa 3 AisuibHiCcTIO [pynu 3 po3-
poOKM (piHAHCOBUX 3axodiB O0opoThOM 3 BimMuBaHHSIM rpoiieit (FATF).
HocnimxeHo ¢hopMyBaHHs iHCTUTYLIHHOI cUCTeMU (hiHAHCOBOTO MOHITOPUH-
TY; PO3BUTOK 3aKOHOJABYOTO PETYIIOBAHHS; 3MiHU Y AiSJIBHOCTI OAHKiBCHKO1
CHCTEeMU Ta pUHKY (hiHAHCOBUX MOCIIYT 11010 PO3KPUTTsI OeHedilliapiB KiIieH-
TiB 0aHKIBCHKUX YCTaHOB; MOCMJICHHSI KPMMiHAJIbHOI BilIIOBiZaIbHOCTI; PO3-
IIUPEeHHs Cy0’€KTIiB MEPBUHHOTO (DiHAHCOBOTO MOHITOPUHTY; IPUAHSITTS
CTpaTerivHUX TOKYMEHTIB y cdepi (hiHaHCOBOTO MOHITOPUHTY; TOCIiIKEHHS
cuctemu (piHaHcoBoro MoHiTopuHry B YkpaiHi 3 6oky Komitety ekcrnepriB
Pagu €Bpornu 111010 3 MUTaHb OLIHKKM 3aX0/IiB MPOTHU/Iil BIAMUBAHHIO KOIITiB
Ta (pinaHcyBaHHIO Tepopusmy (MONEYVAL).

3BepHEHO yBary Ha BaXXKJIMBICTh pedopMmyBaHHSI chepu (piHAHCOBOTO
MOHITOPUHIY Ta YOOCKOHAJIEHHSI HOPMAaTHBHO-IIPaBOBOI 0a3um OOpoThOM 3
TepOPU3MOM [ 3MillHEHHsI (biHAHCOBOI CHUCTeMM YKpaiHU, MiABMIIEHHS
CTIMKOCTi 10 TEPOPUCTUYHOI 3arPO3U Ta PE3YJIbTaTUBHOCTI MisITLHOCTI MpaBo-
OXOPOHHMX OpPTaHiB.

3ayBaxkeHO, 110 CTPIMKUI pO3BUTOK (hiHAHCOBOI CUCTEMHU Y Mi>KHapOIHO-
My MaciTadi, iHGpopMaliifHNX TEXHOJIOTiil Ta HAsBHICTh 30BHIIIHIX 3arpo3
BUMArae IOCTiiiHOTO BIOCKOHAJIEHHs MeXaHi3My (piHAaHCOBOIO MOHITOPMHTY.
ToMy HeOOXiZHO pO3BMBATU CUCTEMY (DiHAHCOBOIO MOHITOPUHIY Ta CIiBpPO-
OITHULITBO 3 MiXHapogAHUMM (biHAHCOBUMM OpraHi3allisiMyd, OCKUIbKM IIe
cnpusie e(eKTUBHOCTI Ta IIBUAKOCTI BIPOBAIXKEHHSI HOBUX CTaHIAPTIB Y 1iii
coepi.

Karouoei caosa: hbinHaHCOBUIT MOHITOPUHT, Mi>)KHapOIHi (hiHAHCOBI OopraHi-
3alii, myOsiyHi (piHaHCH, Jerai3allil (BiIMUBaHHS) TOXOMIiIB, OAePKaHUX 3]I0-
YUHHUM ILLISIXOM.



