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APG C0O-CHAIRS’ FOREWORD

In accordance with Section 6.5 of the APG Terms of Reference 2012 requiring
the filing and signing of annual reports and financial statements by the APG
Co-Chairs, we submit the following report to the membership on the
operations of the Asia/Pacific Group on Money Laundering (APG) for the
period 1 July 2015 to 30 June 2016.

This report highlights the achievements of the APG over the reporting period
against the goals and strategies contained in the APG Strategic Plan 2012-
2016. The independent audit report of Ernst & Young of Canberra, Australia
dated 13 September 2016 is attached to this report.

Deputy Commissioner Close The last year has been a particularly busy one for the APG. Overall, it
conducted over 45 missions, visits and other activities as outlined in this
report including mutual evaluations, technical assistance programmes and
visits, high level membership-related missions, typologies projects and many
more. At the 2016 annual meeting, five mutual evaluation reports were
adopted (Bangladesh, Bhutan, Canada, Fiji and Singapore) and a large
number of other types of mutual evaluation follow-up and transitional
reports were discussed and adopted. In addition the APG participated in the
joint mutual evaluation of the United States which has already been adopted
in the FATF. That report will be adopted in the APG at the 2017 annual
meeting. We also conducted the first Implementation Issues Working Group
regional workshop on proliferation financing (PF), hosted by Malaysia, in
March 2016, and a PF fact-finding exercise aimed at ascertaining the level of
implementation of targeted financial sanctions against PF among APG
members. We also conducted a very successful typologies workshop in
Kathmandu, Nepal in November 2015.

Mr H. Amarathunga

These activities and many others are outlined in this report. On behalf of all members we would like to extend our
thanks to all APG members and observers who made 2015-2016 a successful year for the APG. We are certain that
2016-2017 will be another successful year and we look forward to seeing our delegates at the 2017 annual meeting in
Colombo, Sri Lanka in July 2017.

31 December 2016

[signed] [signed]

Deputy Commissioner Leanne Close Mr H. Amarathunga
APG Co-Chair APG Co-Chair
Australia Sri Lanka
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APG ORGANISATIONAL STRUCTURE 2015-2016

PART ONE
OVERVIEW AND SUMMARY

The APG has 41 members, which are divided into five sub-regions. The membership composition of each sub-region
effective 30 June 2016 is as follows:

APG Members by Sub-Region

North Asia South East Asia South Asia Pacific CANZUS
China Brunei Darussalam Afghanistan Cook Islands Australia
Hong Kong, China Cambodia Bangladesh Fiji Canada
Japan Indonesia Bhutan Marshall Islands New Zealand
Macao, China Lao PDR India Nauru United States
Mongolia Malaysia Maldives Niue
Republic of Korea Myanmar Nepal Palau
Chinese Taipei Philippines Pakistan Papua New Guinea
Singapore Sri Lanka Samoa
Thailand Solomon Islands
Timor Leste Tonga
Vietnam Vanuatu

The APG has eight observer jurisdictions and 28 observer organisations (including FATF-style regional bodies, or FSRBs).
APG observers to 30 June 2016 were as follows:

APG Observers

Jurisdictions Organisations FSRBs
France ADB/OECD Anti-Corruption Initiative Oceania Customs Organisation CFATF
Germany APEC secretariat Pacific Islands Chiefs of Police EAG
Democratic ARIN-AP Pacific Islands Forum Secretariat ESAAMLG
People’s Republic ASEAN secretariat Pacific Islands Legal Officers’ Network | FATF
of Korea Asian Development Bank Pacific Financial Technical Assistance | GABAC
Kiribati Commonwealth secretariat Centre GAFILAT
Federated States Egmont Group of FIUs United Nations GIABA
of Micronesia Group of International Finance Centre UN Office on Drugs and Crime MENAFATF
Russian Federation Supervisors World Bank MONEYVAL
Tuvalu IMF World Customs Organisation
United Kingdom Interpol

APG Co-Chairs

The APG has two Co-Chairs: one Co-Chair position is a permanent position and the other is rotated among APG
members every two years. The Co-Chairs are responsible for chairing APG meetings and providing strategic advice and
direction to the membership. Australia, as host of the APG secretariat, holds the permanent Co-Chair position and the
rotating Co-Chair position was held during the reporting period by New Zealand with a term from July 2014 to
September 2016. Both Australia and New Zealand were founding members of the APG in 1997.

Co-Chair, Australia: The Australian Co-Chair position is held by Australian Federal Police (AFP) Deputy Commissioner
Leanne Close. Deputy Commissioner Close joined the Australian Federal Police in 1986 and currently holds the position
of Deputy Commissioner Operations. Her current role requires the management of more than 2,600 staff members,
and encompasses responsibility for Crime Operations, Organised Crime, Cyber and International Operations. During the
year, Deputy Commissioner Close was seconded to the Commonwealth Attorney-General’s Department as Deputy
Secretary of the Criminal Justice Group but has continued in her role as APG Co-Chair on behalf of Australia.
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Co-Chair, Sri Lanka: The rotating Co-Chair position for 2016-2018 is held by Mr H. Amarathunga. He has been Director
of Financial Intelligence Unit of Sri Lanka since 17 June 2014 and served as Director of Provincial Offices Monitoring
Department as well as Additional Director of Management Audit Department of the Central Bank of Sri Lanka since 2
November 2011. He also served as an Assistant Lecturer before joining the Central Bank in 1986.

Previous Rotating Co-Chairs

Since the APG’s establishment in 1997 there have been a number of rotating Co-Chairs as follows:

APG member Agency/Department Period
e  Philippines: Department of Foreign Affairs 1998-2000
e  Malaysia: Central Bank of Malaysia 2000-2002
e Korea: Korea Financial Intelligence Unit 2002-2004
e Japan: Japan Financial Intelligence Office 2004-2006
e Indonesia: Indonesian Financial Transaction Reports & Analysis Centre ~ 2006-2008
e Singapore: Commercial Affairs Department 2008-2010
e India: Directorate of Enforcement 2010-2012
e China: People’s Bank of China Anti-Money Laundering Bureau 2012-2014
e New Zealand: Ministry of Justice 2014-2016

Incoming Rotating Co-Chairs
Bangladesh (2018-2020)

Bangladesh was formally endorsed by the APG membership out-of-session in September 2014 as the Co-Chair for 2018-
2020. Bangladesh hosted the 13th APG Typologies Workshop in 2010 and has hosted a number of other APG
workshops.

SUMMARY OF THIS REPORT

This Annual Report summarises the achievements of the APG against the Strategic Plan 2012-2016 from 1 July 2015 to
30 June 2016, incorporating outcomes from the 19™ annual meeting. The report is divided into five Parts and is
prefaced by reports from the APG Co-Chairs’ and the Executive Secretary.

Part One provides a background summary of the APG as an organisation.

Part Two contains a summary of the 19" annual meeting, held in September 2016, and the 2015 APG Typologies
Workshop. Notwithstanding that the annual meeting each year falls outside the reporting period (it is normally held in
July) it has been the practice of the APG to report on the major outcomes of the meeting as part of the activity of the
organisation for the financial year.

Part Three of this report contains a detailed performance report against the strategic goals and key performance
indicators in the APG Strategic Plan 2012-2016.

Part Four of this report outlines the management and accountability structures in place in relation to the APG
secretariat including a statement of the structure of the secretariat, an outline of the secretariat’s hosting arrangement
and risk management framework, issues relating to staff and asset management. The APG financial statements are also

discussed in this part together with a summary of the financial outcomes of the year.

Part Five is a summary statement of major APG activities planned for the coming financial year (2016-2017).
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PART TWO
19TH ANNUAL IMIEETING AND TECHNICAL ASSISTANCE FORUM
APG TyroLOGIES WORKSHOP 2015

19" Annual Meeting and Annual Forum on Technical Assistance

The 2016 APG annual meeting and Annual Forum on Technical Assistance were held in San Diego, United States from 5
to 8 September 2016. Over 300 delegates attended the meeting including delegates from 37 APG members; delegates
from four observer jurisdictions (France, Russian Federation, Tuvalu and the United Kingdom); and delegates from eight
observer organisations (ADB, FATF, IMF, Interpol, PICP, UN, UNODC, World Bank).

Some APG delegates were assisted in attending the annual meeting by sponsorship funding provided by Australia, China
and Chinese Taipei.

The meeting was opened by the United States, as host. Ms Mary Butler from the US Department of Justice welcomed
all delegates and made the following comments:

“[The APG’s] work in ensuring transparency in the broadest range of financial transactions is vitally important
not just to the identification and prosecution of those persons who are involved in money laundering, but also
in helping us to identify witnesses whose testimony is crucial to identifying participants in money laundering
transactions and this aids our ability to sometimes disrupt current and future plans. FATF's recommendations
to provide the greatest international cooperation as possible are also key when huge percentages of money
launderers use international borders to conceal their transactions and increase their chances of avoiding
detection.”

Bangladesh, originally scheduled to host the meeting in July 2016, highlighted that “the issues of terrorism, terrorist
financing and money laundering are global and mutual cooperation among the nations is the key to contain those... no
nation alone or in isolation can overcome these issues, but nothing is greater than a unified approach in combatting
and preventing these challenges to our desired world of peace and harmony.”

Major Annual Meeting Outcomes - 2016
The major outcomes of the meeting follow:
Membership issues

The membership made a number of significant decisions some of which are confidential in nature but relate to action
applied to members that are not fully implementing their obligations under the APG Terms of Reference 2012.

Governance/finance

A new four year Strategic Plan for the period 2016 to 2020 was adopted by members. The new strategic plan builds on
and streamlines previous strategic planning documents.

A new Business Plan for 2016-17 was adopted with a supporting budget. The core budget agreed for 2016-2017 is
$2,590,569 representing an increase of 10% over last year’s core budget. Members noted that $140,000 in reserves
would be provided to the US to assist in hosting the rescheduled annual meeting which would bring these reserves
below the agreed minimum of $200,000. Members agreed to rebuild reserves to the minimum $200,000 by 30 June
2018 through savings and, if necessary, through a small additional increase in member contributions in FY2017-18.
Members also agreed to $836,769 in expenditure from non-core sources of funding (voluntary support) in FY2016-17.

With this agreed budget, activities for 2016-17 include five APG mutual evaluations (one jointly with the FATF); a
number of membership-related missions; workshops; pre-mutual evaluation visits to APG members to be evaluated;
participation in FATF plenary and other meetings; ICRG-related assistance visits for APG members under the FATF’s
ICRG monitoring process; and technical assistance and training/implementation activities. Many of these initiatives are
outlined in Part Five of this report.
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Mutual evaluation programme

Members adopted a revised APG third round mutual evaluation (ME) schedule for the period 2016—-17 to 2021-22. The
schedule commenced in 2014-15 and provides for an average of five MEs each year and a completion date of 2022. The
completion date is consistent with the FATF’s fourth round schedule adopted in June 2015 and revisions made to
scheduling of joint FATF MEs at the June 2016 FATF plenary.

Members adopted the five mutual evaluation reports tabled under the APG third round procedures, namely
Bangladesh, Bhutan, Canada (joint APG/FATF), Fiji and Singapore (joint APG/FATF). Members contributed to discussion
of three reports (Bangladesh, Bhutan and Fiji) through Mutual Evaluation Working Group (MEWG) pre-plenary meeting
discussions of key issues for each evaluation. Plenary discussion of each of the APG ME reports was guided by MEWG
Co-Chair’s identification of key issues. The FATF had previously adopted the reports of Canada and Singapore in June
2016 and therefore these reports were not considered at the MEWG pre-plenary meeting. There were no amendments
arising out of the APG plenary considerations of these two joint reports.

Members also adopted the third round ME follow-up reports of Samoa, Sri Lanka and Vanuatu, and the follow-up
reports for 20 members under the APG Transitional Follow-Up Procedures, namely: Afghanistan, Brunei Darussalam,
Cook Islands, Indonesia, Lao PDR, Maldives, Marshall Islands, Myanmar, Nauru, Nepal, Niue, Pakistan, Palau, Papua
New Guinea, Philippines, Solomon Islands, Chinese Taipei, Timor-Leste, Tonga and Vietnam.

Members also adopted the revised APG 3" Round Mutual Evaluation Procedures 2016. The revisions reflected lessons
learnt from APG evaluations conducted since the commencement of the third round in 2014, and from those of the
FATF, as reflected in the FATF’s changes to its fourth round ME procedures and Universal ME Procedures in 2015 and
2016 respectively.

Typologies
The Typologies Working Group (co-chaired by India and Mongolia) met during the annual meeting week to:

e finalise the draft of the APG’s Annual Typologies Report 2016;

e endorse the APG reports on Fraud and Money Laundering in the Pacific and Recovering the Proceeds of
Corruption in the Pacific 2016;

e discuss current typologies projects;

e discuss new projects and proposals for the coming year including work with the FATF and MENAFATF; and

e discuss the upcoming APG Typologies Workshop to be held in Jeddah, Saudi Arabia in November 2016.

APG members adopted the 2016 Annual Typologies Report, Fraud and Money Laundering in the Pacific and Recovering
the Proceeds of Corruption in the Pacific 2016. These reports are available on the APG website. The Annual Typologies
Report contains a synopsis of the typologies projects undertaken in 2015-2016; an overview of all FATF/FSRB projects; a
statement of recent trends on money laundering and terrorist financing; and a number of case studies.

Implementation and technical assistance

A number of meetings were held and reports made during the 2016 Annual Forum on Technical Assistance and
Training, which was held in parallel with the annual meeting, including:

e individual meetings between the APG’s Donors and Providers (DAP) Group and 24 members on technical
assistance and training needs and current and planned delivery of assistance;

e ameeting was held by the DAP Group relating to planning and delivery of technical assistance and training;

e two sub-regional meetings for ASEAN and Pacific Islands Forum members, jointly chaired by APG
secretariat/ASEAN representatives Indonesia and Malaysia, and APG/Pacific Islands Forum secretariats
respectively were conducted; and

e areport to the plenary on the outcomes of the forum activities throughout the week.

Participants discussed technical assistance and training needs, ICRG updates and regional issues. Prior to the forum, the
APG distributed information on members’ needs and their ongoing technical assistance and training activities. The
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following outcomes were achieved:

e DAP Group members committed to a range of bilateral and multilateral assistance projects with APG
members;

e efforts were made to ensure that specific APG members will continue to receive technical assistance over the
next 12 months, with ongoing consideration for additional technical assistance and training;

e a commitment from APG members to explore cost-sharing options to assist DAP Group members to provide
training to APG members; and

e information sharing, collaboration and coordination between providers and specific members.

The Implementation Issues Working Group (IIWG) held a seminar on international cooperation between AML/CFT
supervisors during the 2016 annual meeting that discussed gaps and opportunities identified through mutual evaluation
reports and technical assistance work. Gaps identified included:

e alack of prioritisation on international aspects of AML/CFT supervision;

e weak understanding of cross-border risks relevant to regulation / supervision;

e weak market entry fit and proper controls — little use of foreign-sourced data to conduct checks;

e insufficient information from foreign counterparts to ensure a risk-based approach to supervision;

e insufficient feedback and information sharing with foreign partners post-supervision;

e identifying and establishing regular processes for exchange with the ‘right’ foreign counterparts; and

e applying overly formal standards for information sharing with foreign supervisors (applying FIU standards to
supervisory information).

APG members shared their experience and good practice in relation to the following areas to address the gaps:

e supporting regular information exchanges to underpin risk-based approaches;

e planning and conducting joint supervision, including through AML/CFT supervisory colleges;
e ensuring more detailed information exchange of supervisory findings; and

e identifying examples of joint training between supervisors.

The IIWG pursued ongoing work to enhance implementation of measures to combat terrorist financing (TF) and
proliferation financing (PF), including through targeted financial sanctions. Members committed to support regional
workshops on targeted financial sanctions, to participate in the FATF global survey on TF efforts and to support ongoing
work by the APG on PF and TF. Results of the regional workshops and surveys on targeted financial sanctions will be
shared with members of the DAP Group and with the FATF to encourage them to enhance the availability of assistance
for implementing targeted financial sanctions. The APG has continued to develop and pursue a program of regional
programs to identify and overcome implementation challenges in combating PF.

2015 Typologies Workshop

The 2015 typologies workshop was held in Kathmandu, Nepal from 16 to 20 November 2015 and was co-chaired by
APG Typologies Working Group (TYWG) Co-Chairs Razim Buksh (Fiji) and Bazarragchaa Tumurbat (Mongolia). The
workshop involved 230 delegates from 38 jurisdictions and ten international organisations, as well as 39
representatives from the private sector. The workshop included a keynote address from the United Nations Counter-
Terrorism Committee Executive Directorate, a case study presentation by Nepal, an update on key typologies projects
of regional and international interest and a panel and plenary discussion, and a presentation from Australia on recent
trends in money laundering and terrorist financing.

Breakout sessions involving APG members and observers as well as representatives from the private sector were held
over three days to discuss (1) assessing regional developments with terrorist financing; (2) securing a financial
intelligence unit; and (3) wildlife crime financial flows.

Participants also discussed the outcomes of breakout sessions and future work. Further work arising from the

workshop includes a project on the financial flows related to wildlife crime with a final report scheduled for February
2017.

APG Annual Report | 2015-2016 Page | 9




Prior to the typologies workshop, a joint APG/Egmont Group seminar was held on 15 November 2015 for the 16 APG
members that are not yet members of the Egmont Group. The seminar covered information on the Egmont Group
membership process, and the sharing of experiences and lessons learned by FIUs in the APG’s third round of mutual

evaluations, which were very positively received.
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PART THREE
PERFORMANCE HIGHLIGHTS

APG STRATEGIC PRIORITIES

The APG’s strategic priorities are outlined in the APG Strategic Plan 2012-2016 as five goals each containing a subset of
“strategies” or performance outcomes against which the goals are designed to be measured. These performance
outcomes are set against a framework of APG values which, as an organisation, the APG endeavours to incorporate into
its operational activities and assert in its dealings with other international organisations, including the global AML/CFT
network.

Below is a summary of the performance highlights of the APG for the financial year under each strategic goal.

Strategic Goal #1
Effectively Governed Organisation

Support effective governance structures

Meetings: The US organised, hosted and delivered the 2016 APG annual meeting in San Diego, California, USA
after the planned meeting in Bangladesh was rescheduled (see Part Two of this report for detailed event
summary).

Steering Group: The APG steering group effectively represented the five APG sub-regions throughout the year on a
variety of issues including crucial member/observer issues to governance matters of strategic importance to the
membership.

Commit adequate resources

All members had either paid their membership fees by 30 June 2016 or had committed to do so early in FY2016-17.
A number of APG members and observers also made voluntary contributions throughout the year to support the
operations of the APG, namely: Australia, Canada, China, New Zealand, Singapore, Chinese Taipei and the United
States.

The following members/observers provided facilities for APG activities:

e Australia: Asia-Pacific RRG meetings

e India: APG Assessor Training Workshop

e Macao, China: APG Assessor Training Workshop

e Republic of Korea: Assessment Methodology and National Risk Assessments Workshop
e Nepal: 2015 APG Typologies Workshop

e Thailand: Asia-Pacific RRG meetings

APG workshop facilitators and trainers were provided by the following members and observers: Australia;
Bangladesh; Cambodia; Canada; China; Chinese Taipei; Fiji; India; Korea; Macao, China; Malaysia; Maldives;
Mongolia; Nepal; Philippines; Sri Lanka; Thailand; US; France; Russian Federation; Egmont Group; ESAAMLG; FATF
Secretariat; IMF; UN; UNODC; UN CTED and the World Bank. The provision of these experts ensured successful
delivery of all workshop and training activities.

Support secretariat to ensure proper management of APG funds and assets

Australia (AUSTRAC) provided an officer on secondment to the APG to fill the position of Executive Officer,
Technical Assistance and Training while the incumbent was on maternity leave.
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Australia (AFP) continued to provide secretariat office space with extensive use of AFP assets to ensure a fully
functioning and effective secretariat to support APG operations throughout the financial year. The AFP provided
internal financial (including audit) and HR services to the secretariat in order to ensure that financial management
and accountability of APG funds and staff meet Australian legal requirements.

Encourage expanded membership

The secretariat engaged with observers to raise awareness of the APG and the benefits and responsibilities of
becoming a member. Membership outreach continued in the year with:

e  Tuvalu: provided with sponsorship to attend the 2016 annual meeting; and
e South Asian Association for Regional Cooperation (SAARC): invited SAARC to apply for APG observer status.

Maintain effective communications

The APG website service provides an efficient platform for distribution of public and non-public information,
documents and notices.

A number of telephone meetings were arranged through the secretariat for priority matters including: Steering
Group, DAP Group, ME Working Group, IWG and Typologies WG.

Strategic Goal #2
Global Participation and Cooperation

Participation in policy making

The APG actively maintained its associate membership status in the FATF throughout the year by attending three
FATF plenary meetings.

Eleven individual APG members participated as delegates in FATF plenaries and other meetings through the
mechanism of associate membership.

The APG membership provided policy comment on FATF initiatives relating to the international standards including
the Terrorist Financing Fact-Finding Initiative.

Mechanisms for international engagement

The APG actively engaged with FATF, EAG, ESAAMLG, GIABA, MENAFATF, ADB, ARIN-AP, Egmont Group, IMF,
Interpol, UN, UNODC and World Bank as follows:

e ADB, FATF, IMF, Interpol, UN, UNODC and World Bank participated in the 19" annual meeting;

e GIABA and the Egmont Group presented on recent and ongoing TF-related projects at the 2015 APG
Typologies Workshop;

e APG participated in and delivered at MENAFATF’s assessor training course in October 2015;

e EAG and ESAAMLG participated in the APG December 2015 assessor training;

o  FATF participated in the APG’s May 2016 assessor training;

e EAG, Egmont Group, ESAAMLG, FATF, IMF, Interpol, UN and UNODC participated in the APG annual typologies
workshop;

e  APG participated in ARIN-AP meetings.

Supporting APG members
The secretariat provided extensive support to APG members in the FATF's ICRG process through on-site visits,

exchange of information, technical advice and procedural advice. The secretariat also represented the views of
APG members under ICRG review at FATF plenaries.
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Technical assistance donors were informed of all aspects of members’ requirements to comply with ICRG
obligations.

Two APG members were removed from ICRG review during 2015-16 (Myanmar and Papua New Guinea).

Strategic Goal #3
Assessing and Improving Compliance

Third Round Mutual Evaluation Programme

The amended 3™ round APG mutual evaluation programme was approved by members at the 2016 annual
meeting.

Mutual evaluations of Bangladesh, Bhutan, Canada, Fiji and Singapore were finalised, with reports being adopted
at the 2016 annual meeting. The evaluation process commenced for five members (Cambodia; Macao, China;
Mongolia, Thailand and the United States) whose mutual evaluations will be adopted at the 2017 Annual Meeting.

Mutual evaluation training

The APG delivered assessor training in December 2015 to support evaluations scheduled in 2016—-17. The training
workshop was hosted by India in New Delhi. The APG also delivered assessor training in May 2016 to support
evaluations scheduled in 2017-18. The training workshop was hosted by Macao, China.

Organisation and planning for APG assessment training in 2016—-17 commenced, with one workshop planned, and
another scheduled to be held jointly with the FATF, in order to ensure a sufficient number of assessors will
available for the 2017-18 and 2018-19 evaluations. The IMF is also arranging a workshop for APG members to be
evaluated in 2017-18, to be held in Singapore.

Mutual evaluation procedures

In 2015-16 the APG Mutual Evaluation Working Group (MEWG) reviewed the APG’s third round ME procedures in
accordance with decisions made at the 2015 APG annual meeting. A series of amendments to the procedures,
APG 3" Round Mutual Evaluation Procedures 2016, was endorsed at the 2016 annual meeting.

Mutual evaluation follow-up

The first APG third round mutual evaluation follow-up reports and joint FATF/APG follow-up reports were adopted
in relation to Australia, Malaysia, Samoa, Sri Lanka and Vanuatu at the 2016 annual meeting.

Transitional follow-up reports were also adopted for 20 APG members which completed a second round mutual
evaluation but have not yet been evaluated in the APG’s third round of evaluations.

Strategic Goal #4
Research and Analysis

APG Typologies Working Group (TYWG)
The TYWG Co-Chairs (Fiji and Mongolia and, from January 2016, India) managed the TYWG and projects, and

maintained oversight of preparation the APG Annual Typologies Report 2016. The report was published in October
2016 on the APG website.
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Typologies workshops
One typologies workshop was delivered during the year, namely the annual APG typologies workshop, held in
Kathmandu, Nepal in November 2015 (see Part Two above).

The 2016 typologies workshop will be jointly hosted by MENAFATF and the APG in Jeddah, Saudi Arabia in
November 2016.

Identifying typologies issues

The TYWG adopted the reports on Recovering the Proceeds of Corruption in the Pacific and Fraud and Money
Laundering in the Pacific. The full reports were published in October 2016 and are available on the APG website.

Cooperating with global typologies partners

The APG is supporting a project on the financial flows related to wildlife crime which is being co-led by the UNODC
and the American Bar Association’s Rule of Law Initiative. The APG has also commenced work on a joint
APG/MENAFATF typologies project on social media and terrorist financing.

Strategic Goal #5
Implementation Assistance

Support through the Implementation Issues Working Group (lIWG)

New Zealand chaired the Implementation Issues Working Group (IIWG) and supported the delivery of its related
projects during 2015-16.

The IIWG coordinated the APG’s input to the FATF global survey on terrorist financing, including targeted financial
sanctions, and will continue to explore members’ compliance with international standards on terrorist financing.

Domestic and regional issues

The APG led or contributed to a number of regional programs on proliferation financing (PF) during 2015-16.
These included the first IIWG regional workshop on PF, hosted by Malaysia, in March 2016, and a PF fact-finding
exercise aimed at ascertaining the level of implementation of targeted financial sanctions against PF among APG
members. The APG contributed to a number of regional capacity building workshops on combating PF through the
year which were organised by global and regional bodies, and made proposals to the FATF and various DAP group
members to pursue targeted assistance and focused implementation support in this area.

The APG adopted updates to the APG strategic implementation planning framework at the 2016 annual meeting to
reflect effectiveness considerations.

Based on the results of MERs and members’ reported experience, the IIWG identified a need for enhanced
implementation support for international cooperation between AML/CFT supervisors. An introductory IWG
seminar on international cooperation between AML/CFT supervisors was held at the 2016 APG annual meeting to
consider further work on this important issue (see Part Two of this report).

Identifying technical assistance needs
Technical assistance information collection was completed in August 2016 to form the basis for assistance projects

in the next financial year, and to disseminate amongst members and donors and providers regarding the activities
in the region.

APG Annual Report | 2015-2016 Page | 14




Assisting members with technical assistance

The APG delivered the 2016 Annual Forum on Technical Assistance and Training which included a meeting of the
DAP Group, 24 individual needs assessment sessions, and two sub-regional meetings (APG/South-East Asia
Jurisdictions Coordination meeting and the APG/Pacific Islands Jurisdictions meeting).

Coordination of technical assistance

The APG has been involved in a number of joint initiatives this year, which reflects the APG’s coordination with the
DAP Group to meet members’ technical assistance and training needs:

e coordinating teleconferences for the Pacific Islands members in February 2016. Participants included PIFS,
PICP, PILON, PFTAC, Australian Federal Police, PTCCC and the UNODC GPML officer based in Samoa;

e presenting on pursuing the proceeds of corruption at a PILON workshop on ‘Combating Corruption through
Effective Criminal Asset Confiscation’, October 2015;

e contributing to the Pacific Regional Workshop on CTTOC Model Provisions in New Zealand in May 2016;

e presenting at the PIFS Working Group on Counter Terrorism and Transnational Crime on developments on
combating TF and PF, in Suva in June 2016;

e presenting at the ARIN-AP Annual Conference in Sydney in November 2015;

e obtaining US funding for a program to enhance coordination amongst TA providers and regional bodies in the
Pacific, and provide targeted assistance in the Pacific; and

e  assisting Australia (AUSTRAC) and Indonesia (PPATK) to coordinate with other stakeholders in South East Asia
to prepare a regional TF risk assessment, scope out training and awareness raising needs and consider
opportunities for targeted real time international cooperation and information exchange.
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PART FOUR
MANAGEMENT AND ACCOUNTABILITY

SUMMARY OF BUDGET OUTCOMES FOR 2015-16

A core budget for 2015-16 of $ $2,295,165 was approved and adopted at the 2015 annual meeting. Below is an
overview of the APG finances in the year 2015-16. All figures are in Australian dollars.

Contributions required from members to meet the budget were calculated using the APG funding formula that
calculates contributions using an 80/20 per cent combination of GDP and GDP per capita and required a minimum
contribution of $8,995. As in previous years, members noted at the 2015 annual meeting that the core budget
would not, of itself, enable the APG to complete the work outlined in the 2015-16 Business Plan. Members agreed,
therefore, that voluntary contributions, continued use of accumulated assets (reserves) and various streams of ‘non-
core budget’ funding totalling $919,935 should be made available in 2015-16 to meet the costs of the APG’s agreed
work programme. Total revenue from all sources was budgeted at $3,193,630. Total proposed expenditure from all
streams of funding (core and non-core) was $3,348,630. The APG therefore budgeted for a deficit of $155,000
through the expenditure of previously accumulated reserves above the agreed minimum reserve of $200,000.

The budget outcomes for the period 1 July 2015 to 30 June 2016, based on the audited financial reports (Annex C)
are as follows:

e the APG commenced the financial 2015-16 year with a total equity of $355,403;

e total income for the year was $3,170,535 with $2,355,607 coming from APG members in required
contributions, and $814,928 in voluntary contributions and other revenue and gains;

e total expenditure for the year to 30 June 2016 from all revenue sources was $3,109,348, including expenditure
against the core budget, ‘reserved’ expenditure, and expenditure from other revenue sources (sponsorship and
other funding support, including resources provided free of charge by the secretariat’s host agency, the AFP);

e the APG’s net operating result for 2015-16 was a surplus of $61,187; and

e the APG therefore had a total equity of $416,590 as at 30 June 2016.

This outcome is significantly better than the expected outcome, due primarily to lower than budgeted expenditure
from the core budget and from reserves/voluntary donations in employee costs, with some minor savings in travel
costs.

External (voluntary) financial support 2015-16

A number of APG members provided financial support over and above members’ fee obligations for APG business
during 2015-16. Those members were:

e Australia: Australia’s calculated contribution was $179,621. Australia actually paid $270,000, including a
voluntary contribution of $90,379. These funds were spent in 201516 on salaries (to reduce expenditure
which otherwise would have come from the core budget). AUSTRAC also covered the cost of a seconded
employee (approximately $83,000) to the APG while the substantive member was on maternity leave. AusAlD
provided the APG with funding of $140,639 in 2012 for the period 2012 to 2014 (extended to October 2015) to
strengthen Mongolian governance frameworks. The remaining $28,455 was realised in 2015-16 and concludes
this funding;

e (Canada: in November 2012 the Department of Foreign Affairs and Trade provided funding of AU$346,816
(CAD$359,718) initially over 16 months (from November 2012 to March 2014) to support various APG activities,
including sponsorship for APG delegates to attend workshops and events, support for the APG’s ICRG-related
support activities, and post-evaluation implementation planning. The funding agreement was initially extended
to March 2015, and a final further extension to September 2015 was granted during 2015-16. Revenue realized
in 2015-16 was $20,951. This consisted of $9,549 in sponsorships and the remaining $11,402 of these funds
being returned to Canada to conclude the grant;
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e China: a voluntary contribution of $100,000 was made in 2014 to support specific Pacific APG members’
attendance at APG annual events. A further $42,319 of this donation was realised as revenue in 2015-16.
$7,963 in remaining funds is due to be spent in 2016-17;

e New Zealand: various grants have been made in the last few years for technical assistance and training
activities in the Pacific and South East Asia in particular. A total of $73,467 of this funding was realised as
revenue to support APG activities and sponsorship of delegates to APG events in 2015-16. Additionally, New
Zealand provided $30,000 as a general voluntary contribution, as well as $38,706 in co-funding with other
donors over two years of a new executive officer position which was filled in late April 2015 (New Zealand is
providing a total of NZ$80,000 or approximately AUS73,600 over two years towards this position);

e Singapore: Singapore is providing approximately AU$43,634 (S$50,000) over two years in support of the
additional (third) executive officer position that was filled in April 2015. AUS$24,246 of this funding was realised
as revenue in FY2015-16. $16,368 in remaining funds is due to be spent in 2016-17;

e Chinese Taipei: Chinese Taipei provided a grant in 2015 of $122,100 over two years (January 2015 to January
2017) for priority Pacific Island APG members and observers to more effectively engage with the APG and to
implement the global AML/CFT standards. The remaining $9,927 from a prior grant was also rolled into this
grant additional to above. $47,312 was realised as revenue in 2015-16. The remaining $59,456 available in
funding will be used in FY2016—-17 to support members to attend the APG Annual Meeting and APG Typologies
workshop in 2016;

e United States: the US State Department provided $164,965 (US$153,580) over two years (September 2013 to
December 2015) in support of APG mutual evaluation (ME) training, in country pre-ME training and the trans-
Pacific drug routes typologies project. $22,030 of this amount was realised as revenue in 2015-16. $17,803 in
remaining funds is due to be spent in 2016-17. The US State Department also is providing AU$120,000
(USS115,000) over two years in support of the additional Executive Officer position that was filled in April 2015.
$65,066 of this funding was realized as revenue in FY2015-16.

In kind (voluntary) support 2015-16

Australia (AFP) provided office accommodation, essential support services (legal, HR, financial and IT) and seconded
staff to the APG secretariat during the financial year in the total attributed amount of $336,751.

Budget for 2016-17

A ‘core’ budget for 2016—-17 of $2,590,569 was approved and adopted at the 2016 annual meeting — an increase of
10% over the 2015-16 budget.

APG members also approved total non-core expenditure from available reserves, voluntary funding and ‘in-kind’
hosting support from the AFP (as above) in the amount of $836,769 in 2016—-17. Members previously agreed to a
longer term goal for the APG to eventually become fully self-funding under the core budget. The 2016-17 budget
moves closer to this goal. However, a proportion of spending on core APG activities will continue to come from
voluntary donations in the coming financial year.
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PART FIVE
PROGRAMMES AND PLANS 2016-2017

PRINCIPAL TASKS 2016-17

The APG’s key tasks for 2016—2017 (some of which are dependent on external funding) are as follows:
Key meetings

The following key meetings will occur in the next year:

e 20" APG annual meeting and annual forum on technical assistance and training will convene in Colombo,
Sri Lanka from 17 to 21 July 2017;

e Joint APG/MENAFATF typologies workshop will be held in Jeddah, Saudi Arabia from 28 November to 1
December 2016;

e APG Donors and Providers (DAP) Group will meet in July 2017 and hold one Pacific/APG coordination
meeting (APG/Pacific Islands Forum secretariat), and one ASEAN/APG coordination meeting during the
year.

The APG steering group will meet at least five times in the year to consider policy, governance, funding and
membership issues and will continue to provide on-going advice to the membership and Co-Chairs.

Membership visits

Up to three membership-related visits will be undertaken to members and non-members to facilitate full and active
membership and promote commitment to the global AML/CFT standards. Additional visits and activities will be
undertaken with external donor funding.

Participation in Global AML/CFT Network
As an associate member of the FATF, the APG will continue to participate in:

e three FATF plenary meetings;

e either one FATF inter-sessional meeting (if required) or an FSRB meeting;
e working group meetings in the FATF; and

e meetings of the Asia-Pacific Regional Review Group (RRG.

Information from FATF and other AML/CFT bodies will be communicated to members when received through email,
APG website and/or individual correspondence/communication.

APG secretariat will provide communications, information and liaison assistance to the RRG in further support of
APG members in accordance with the APG Strategic Plan 2016-2020.

3" round of evaluations
The APG will:

e continue the third round of mutual evaluations, including assessor and pre-mutual evaluation training;
complete a revised mutual evaluation schedule; and continue to support the Mutual Evaluation Working
Group;

e develop and deliver at least one assessor training workshop under the 2013 FATF assessment methodology
in support of the APG’s third round of evaluations, and support the delivery of a joint assessor training with
the FATF;

e support the delivery of one regional workshop for APG members to be assessed in 2017-18 and 2018-19;

e undertake and deliver five mutual evaluations with reports to be considered at the 2017 annual meeting;
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e review and prepare analysis reports of the members under APG third round follow-up;

e continue to contribute to preparation of updated assessment methodology training materials; and

e review the FATF rules relating to mutual evaluation follow-up and the ICRG as they change and develop
under the 2013 assessment methodology.

The APG will implement and review the progress of the 16 members subject to the transitional follow-up
procedures for the 2017 annual meeting.

Typologies research

The APG will continue to support the typologies business framework, organise and convene the typologies working
group and events, and closely collaborate with the FATF and other strategic partners including supporting the FATF’s
Risk, Trends and Methods Group and the typologies work of other FSRBs directly relevant to APG business.

The review of the APG’s 2009 Typologies Framework that was endorsed at the 2015 annual meeting did not proceed
during 2015-16 and will take place during 2016—-17. The typologies framework will be reviewed to enable the APG’s
work to reflect the ever-evolving global information on AML/CFT methods and trends, as well as information coming
in from global and regional risk assessments about new typologies subjects.

A sub-group of the typologies working group will be formed to review and strengthen the content of the APG yearly
typologies reports and to enhance the resources available for preparation of the 2017 APG Typologies Report.

The APG will continue to:

e work with MENAFATF on a joint research project on terrorist financing and social media to be carried out
over the 2016-17 period and a joint typologies workshop to be held in November 2016 in Jeddah, Saudi
Arabia; and

e support regional training initiatives, led by donors and providers, by building upon relevant typologies
work.

Implementation, technical assistance and ICRG activities

The APG will provide priority assistance and support for APG members involved in the FATF’s ICRG process, including
participation at Asia-Pacific RRG meetings, ICRG meetings, information briefings, supply of information and
interpretative materials, implementation assistance and coordination of technical assistance and training. The APG
will undertake ICRG-related assistance visits to APG members under ICRG review.

The APG will assist members to develop sustainable strategies to meet mutual evaluation report (MER)
recommendations and implement the updated Strategic Implementation Planning Framework to respond to priority
recommendations in MERs.

The APG will continue to provide priority implementation assistance relating to combating proliferation financing.
This will include working with global and regional bodies to identify and address challenges to effective
implementation of the global standards to combat PF.

A number of regional AML/CFT technical assistance projects will be considered in collaboration with DAP Group
members for legal, financial, FIU and law enforcement sectors. The secretariat will support existing mechanisms
with the Pacific Island Forum secretariat and the ASEAN secretariat, and will continue efforts to support greater
cooperation with South Asian regional bodies.

The APG secretariat will also collaborate with DAP Group members and recipient member jurisdictions to develop,
coordinate and deliver AML/CFT-specific programmes, including:

e regional programmes to support improved assessments of risk and strategic responses to risk mitigation;
e regional programmes to build AML/CFT capacity amongst AML/CFT supervisors and regulators, in particular
in relation to international cooperation between supervisors;
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e regional enforcement and prosecution capacity building programmes focusing on targeting policy
responses to proceeds of crime and terrorist financing, including through improved international
cooperation;

e AML/CFT implementation programmes related to targeted financial sanctions against terrorism and
proliferation financing; and

e regional programmes to improve capacity to utilise financial investigation techniques to combat corruption.

APG Resources
The financial resources required to achieve these programmes and plans for 2016-17 extend beyond members’ core
contributions to include additional financial resources, as well as human and technical resources. Many technical

assistance activities and visits rely on voluntary funding and on participation by individual member experts.

The APG will continue in the coming year to seek additional resources from members and observers to assist in
meeting our strategic objectives.
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Associate member activities

ICRG RRG face-to-face
meetings, Thailand,
September 15
MENAFATF Assessors
Training, UAE, October
15

FATF Plenary and
Working Group
meetings, France,
October 15

ICRG RRG face-to-face
meetings, Australia,
January 16

FATF Plenary and
Working Group
meetings, France,
February 16

ICRG RRG Papua New
Guinea exit visit, PNG,
April 16

ICRG RRG face-to-face
meetings, Myanmar,
May 16

ICRG RRG Myanmar exit
visit, Myanmar, May 16
FATF Plenary and
Working Group
meetings, Korea, June
16

ANNEX A

APG Activities, Visits and Conferences 2015-2016
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APG plenaries, meetings, visits

APG Annual Meeting and TA&T Forum,
New Zealand, July 15

2013 assessment methodology & national
risk assessments, Korea, August 15
AML/CFT engagement visit, Brunei
Darussalam, August 15

APG high level visit, Myanmar, September
15

Bhutan pre-ME, Bhutan, September 15
Mongolia pre-ME, Mongolia, September
15

Thailand pre-ME, Thailand, September 15
APG ME, Fiji, October 15

APG ME, Bangladesh, October 15

APG ME, Bhutan, November 15
FATF/APG ME Singapore, November 15
ME Canada (IMF), November 15

APG Typologies Workshop, Nepal,
November 15

Cambodia Pre-ME, Cambodia, December
15

Lao PDR ICRG related TA, Lao PDR,
December 15

APG Assessor Training Workshop, India,
December 15

FATF/APG ME US, January 16

APG High Level Visit, Maldives, January 16
APG IIWG 1% Regional workshop on
combating financing the proliferation of
WMD, Malaysia, March 16

APG ME Fiji face-to-face, Fiji, April 16
FATF/APG ME Singapore face-to-face,
France, April 16

Vanuatu ICRG visit, Vanuatu, April 16
APG ME Bhutan face-to-face, Bhutan, May
16

APG ME Bangladesh face-to-face,
Bangladesh, May 16

APG Assessor Training Workshop, Macao,
China, May 16

Conferences, workshops, seminars

Conference on Countering the
Financing of Proliferation of Weapons
of Mass Destruction, Austria, July 15
UNODA Training for the 1540 Points of
Contact in the Asia and Pacific Region,
China, September 15

PILON Technical Workshop on
Combatting Corruption through
Effective Criminal Asset Confiscation,
Fiji October 15 (presentation by Skype)
ARIN-AP Annual Conference, Australia,
November 15

Australia / Indonesia Regional Counter-
Terrorism Financing Summit, Australia,
November 15

AUSTRAC NFIC national workshop,
Australia, March 16

AUSTRAC/AGD PNG Workshop,
Australia, March 16

CTF Summit Preparation Meeting,
Indonesia, April 16

Pacific Islands Forum Secretariat -
Pacific Regional Workshop on CTTOC
Model Provisions, NZ, May 16

ANZ group regional AML Compliance
Officers event, Australia, May 16

PIFS WGCT Meeting, Fiji, June 16
ASEAN Regional Asset Disclosure
Workshop, June 16
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Ernst & Young Tel: +61 2 6267 3888
121 Marcus Clarke Street Fax: +61 2 6246 1500
Canberra ACT 2600 Australia ey.com/au

Buildinq abetter GPO Box 281 Canberra ACT 2601

working world

Independent auditor’s report to the members of the Asia/Pacific Group on
Money Laundering

We have audited the accompanying special purpose financial report of the Asia/Pacific Group on Money
Laundering, which comprises the statement of financial position as at 30 June 2016, and the statement of
comprehensive income, statement of changes in equity and cash flow statement for the year ended on that
date, a summary of significant accounting policies, other explanatory notes and the Statement by the
Executive Secretary.

Executive Secretary’s Responsibility for the Financial Report

The Executive Secretary of the Asia/Pacific Group on Money Laundering is responsible for the preparation
of the financial report and has determined that the basis of preparation described in Note 1 to the financial
report is appropriate to meet the financial reporting requirements of Section 6.5 of the APG Terms of
Reference 2012 and is appropriate to meet the needs of the members. The Executive Secretary is also
responsible for such controls as they determine are necessary to enable the preparation of the financial
report that is free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on the financial report based on our audit. We conducted our
audit in accordance with Australian Auditing Standards. Those standards require that we comply with
relevant ethical requirements relating to audit engagements and plan and perform the audit to obtain
reasonable assurance about whether the financial report is free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial report. The procedures selected depend on our judgment, including the assessment of the risks
of material misstatement of the financial report, whether due to fraud or error. In making those risk
assessments, we consider internal controls relevant to the entity’s preparation and fair presentation of the
financial report in order to design audit procedures that are appropriate in the circumstances, but not for
the purpose of expressing an opinion on the effectiveness of the entity’s internal controls. An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness of accounting
estimates made by the Executive Secretary, as well as evaluating the overall presentation of the financial
report.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion.

Independence

In conducting our audit we have complied with the independence requirements of the Australian
professional accounting bodies.

Opinion

In our opinion the financial report presents fairly, in all material respects, the financial position of the
Asia/Pacific Group on Money Laundering as of 30 June 2016 and its financial performance and its cash
flows for the year then ended in accordance with the accounting policies described in Note 1 to the
financial statements.

A member firm of Ernst & Young Global Limited
Liability limited by a scheme approved under Professional Standards Legislation
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Basis of Accounting and Restriction on Distribution

Without modifying our opinion, we draw attention to Note 1.2 to the financial statements which describes
the basis of accounting. The financial statements are prepared to assist the Asia/Pacific Group on Money
Laundering to meet the requirements of Section 6.5 of the APG Terms of Reference 2012. As a result the
financial statements may not be suitable for another purpose. Our report is intended solely for Asia/Pacific
Group on Money Laundering and should not be distributed to parties other than the Asia Pacific Group on
Money Laundering or the members.

Ernst & Young

Canberra
13 September 2016

A member firm of Ernst & Young Global Limited
Liability limited by a scheme approved under Professional Standards Legislation
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