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Dear participants and distinguished guests 

 

Allow me, on behalf of Transparency International-Mongolia, to express gratitude to the University of 
Internal Affairs, for organizing this conference and as such providing this opportunity for sharing our 
insights with you. By opening up itself to this globalized world, Mongolia may open itself to threats to 
its national security through exposure to transnational crimes, which are going deeper underground 
and are conducted in increasingly sophisticated manners. We, the anti-corruption activists 100% 
support this conference, due to its good timing and the form in which it is organized.  

In our opinion, the very fact that the possibilities given to experts for sharing of experiences and 
exchange of information, the opportunity given to the civil society organizations to express their 
concerns, well-timed drawing of public attention to these crimes, all this provided by the national 
university responsible for conducting research on a policy level, only adds to significance of this 
event.   

“If you were to conduct a survey in the streets asking the question “what is money laundering”, the 
general response from most people would be that they had no idea” wrote a blogger Billy Steel on his 
website. Money laundering takes place after a predicate crime is conducted, this seemingly 
“victimless” crime is difficult to tackle, as due to lack of information about it makes it almost an 
“invisible” problem. 

Unless you take decisive measures to counter this similar to corruption in public procurement  
“claimantless” crime, it will become increasingly difficult to protect the country from the risks posed to 
the national security, referred to in Transparency International’s Working Paper called “Corruption and 
(In)security”:  

• Political risks: The ‘buying’ of political candidates, the judiciary and local police forces. These 
monies may flow from drug traffickers, businessmen or powerful political elites and be used to 
distort security-related decisions. 

• Military risks: Unaccountable and questionable procurement processes by ministries or 
private contractors. 

• Social risks: The use of bribery and power by organized crime groups to facilitate, for 
example, human trafficking and small arms running. 

• Economic: The theft of public monies generated from natural resource wealth to fund 
paramilitary groups or insurgents, and  

• Environmental: The payment of bribes by governments and companies to dump hazardous 
waste and materials in marginalized communities. 
 

Mongolia has been selected to undergo peer review for implementation of Articles III and IV of 
UNCAC in 2011. Luckily, TI-Mongolia was granted small funds to conduct a CSO, a parallel report on 
implementation of UNCAC, as well. It was my duty to write the report, but because I did not have legal 



background, the main portion, e.g. compliance of local laws with articles of UNCAC has been done by 
Ms Londa Esadze, a lawyer from Georgia, on a pro bono basis. So, we do have some practical 
solutions to the problem, which we put on the table for your consideration. Let me just brief you of the 
recommendations on implementation of Article 23; Laundering of proceeds of crime. I will have to 
read this exert out, even if some recommendations may have already been referred to in the reports 
made by other presenters, as these reflect our official position:  

Mongolian legislation is not fully compliant with UNCAC Article 23. The Criminal Code’s definition of 
money laundering implements the requirements of subparagraph 1(a)(ii) of UNCAC Article 23 and 
allows the competent authorities to investigate or initiate criminal proceedings with regard to alleged 
cases of money laundering. But the definition as given in the Mongolian Anti-Money Laundering 
(AML) Law is very limited and does not incorporate the capacity to infer the necessary mental element 
for the surrounding circumstances, as is required by UNCAC Article 23 and is stated in 
recommendations 1 and 2 of the Forty Recommendations of the Financial Action Task Force (FATF).  

The AML law also does not cover the acquisition, possession or use of criminal proceeds, regardless 
of the purpose of such action, although the acquisition or sale of property knowingly obtained by way 
of crime is criminalized in Article 155 of the Criminal Code.  

Subparagraph 2 of Article 23 discusses predicate offences. In general, the AML Law refers to 
predicate offences only by implication. Article 3.1.4 of the AML law defines “assets derived from illegal 
activities” as “assets derived from committing less serious, serious and exceptionally serious offences 
other than those described in the Criminal Code”. Article 166.1 of the Criminal Code defines money 
laundering as relating to “assets obtained by illegal means” that include “less serious, serious, and 
exceptionally serious offences”. While this definition is comprehensive and covers all “serious 
offences”, the Criminal Code does not take a list-based approach to define predicate offences for 
money laundering and does not contain the list of offence types now advocated by UNCAC. Mongolia 
has therefore only partially implemented the provision on “predicate offenses” because certain acts 
required to be criminalized by the UNCAC are not criminalized in the Criminal Code; these include 
bribery of foreign public officials or officials of public international organizations, trading in influence, 
bribery in the private sector. In addition, criminal liability for money laundering is not extended to legal 
persons, and legal persons are not subject to effective or proportionate sanctions for money 
laundering. 

The following measures are recommended:  

1. Ensure compliance between the Mongolian AML Law (Article 3) and the Criminal Code (Article 
166) regarding the definition of money laundering, by including the mental elements of this offence.  

2. Amend the Anti-Money Laundering law to cover the acquisition, possession or use of criminal 
proceeds, regardless of the purpose of such action.  

3. Amend the Criminal Code to define the predicate offences for money laundering and include the list 
of corruption-related offence types advocated by UNCAC. Bribery of foreign public officials or officials 
of public international organizations, trading in influence, bribery in the private sector should be 
criminalized and should be defined as predicate offences for money laundering.  

4. Define the term “asset” to include all property and funds.  

5. Extend criminal liability for money laundering to legal persons.  

6. Ensure that civil or administrative liability applies to legal persons.  

7. Ensure that effective and proportionate sanctions are available for legal persons.  



8. Pass legislation on criminal proceeds in order to consolidate the law and procedures on the 
seizure, freezing and confiscation of proceeds of corruption-related predicate offences. Items subject 
to confiscation should include proceeds from any money laundering as well as the instruments used 
or intended to be used in the commission of any money laundering or other predicate offences. The 
confiscation action should also clearly state that it applies to profits, income or other benefits 
generated from the proceeds of crime, as well as property of corresponding value.  

To date, we haven’t been able to submit the CSO report to the government. At the moment, a working 
group is established with the Ministry of Justice and Home Affairs, to develop and submit the proposal 
for amendments to the Criminal Code and the Criminal Procedure Laws. As such you were the first 
ones who had a chance to get some insights on it. 

I would like to end my presentation by quoting the words by Transparency International’s 
representative Christian Poortman, extracted from his speech at the 4th Conference of States Parties, 
in Marrakesh, Morocco, on 25 October 2011:  

It says: “We call for States Parties to promptly comply with requirements under the UNCAC and other 
international standards for the prevention of money laundering, with a focus on their application. This 
should include enforcement of requirements that banks identify the beneficial owners of funds, and 
that they identify customers who are Politically Exposed Persons (PEPs) and report suspicious 
transactions made by them to the Financial Intelligence Unit. Before accepting funds from high risk 
senior political figures, banks should be required to conduct due diligence that satisfactorily 
establishes that the source of funds has derived from legitimate activity, in particular if there is a 
significant disparity between the PEP’s wealth and their official income. In addition, States Parties 
should carry out an in-depth review of how their banks handle the risks associated with PEPs, and 
publish the results”. (It was noted in that speech, that UK has already taken measures to handle these 
risks. So we have another document to look at for guidance) 

Dear distinguished guests, we are optimistic, we undertake to assist the University of Internal Affairs 
in taking forward recommendations consolidated from you, further to the newly elect parliament and 
truly hope to come back to you in the very nearest future with a feedback that laws were accordingly 
amended, recommendations fully implemented, and this transnational crime of laundering money was 
stopped in Mongolia.  

 

THANK YOU FOR YOUR ATTENTION 

 

 


