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Abstract

Anti-money laundering (AML) is no longer a topic that the world can afford to ignore,
especially in these post 9/11 times. It is often described as a two-stage process, where
a “politically exposed person” (PEP) engages in corrupt activities, followed by
laundering of the illicit proceeds most preferably through banks— trading off the risks
and returns of detection against confidentiality (Mullineux and Murinde, 2003, p.553).
Studies have shown that increasing the probability of detecting and/or punishing
money laundering (ML) of PEPs (and predicate offences) has a negative effect on
corruption. These factors are positively influenced by the strict enforcement of an
AML legal and institutional framework (Ferweda, 2008, p.15). The research set out to
understand whether Uganda’s AML framework is robust enough to deter PEPs from
engaging in corrupt activities, resulting in an overall reduction in corruption.

The primary focus was on banks, as a first line of defence, in any AML programme.
The research also explored how other vulnerable and poorly-regulated sectors can be
used by PEPs as alternative avenues for laundering. The analysis that was employed
was an evaluation of the design + implementation + output (Vedung, 2006, pp.397-
416), using mixed methods of a qualitative nature, and the triangulation of results
from various sources, including interviews with AML law enforcement officials, bank
ML officers, PEPs and risk officers, as well as the review of various ML publications
and statistics. The findings were that whilst banks have fairly robust systems to deal
with ML in general, they fall significantly short in dealing with laundered funds from
PEPs. Alternative avenues that are unregulated - such as real estate - exacerbate the
issue. The law enforcement bodies of the government are the weakest link in the AML
institutional and legal framework in Uganda, which are mostly weak and ineffective in

deterring PEPs from engaging in corrupt activities. The research has made



recommendations for future research, as well as to various stakeholders involved in
fighting corruption and ML in Uganda.
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Introduction

Whilst the relationship between corruption and ML is well documented, weak
enforcement and capacity constraints in developing countries have often rendered it
an ineffective anti-corruption tool. The research set out to understand how Ugandan
banks facilitate ML of illicit proceeds of corruption, from PEPs. It also set out to
understand the design and implementation of the AML framework in the country,
particularly with regards to institutional, legal and implementation gaps. The thesis
includes a research question, literature review, methodology, analysis, reporting,
conclusions and recommendations sections accordingly. The analysis used mixed
methods of a quantitative nature and triangulated information from various sources,
including interviews with key personnel in banks, supervision and law enforcement
agencies as well as the review of various publications and datasets. The paper
highlighted how, whilst the Uganda Anti-Money Laundering Law, 2013 (AMLA) is
largely in line with FATF standards, its implementation is mostly ineffective. In
addition, whilst banks have made some strides in investing in AML compliance
programmes, it is mostly of a self-reqgulatory nature and done on an adhoc basis.
Even then, the research found that the weakest link in the AML compliance programme
is the supervisory and law enforcement agencies of the Government of Uganda (GOU).
PEPs are also spoilt for choice when it comes to exploiting loopholes in altogether
unregulated and potentially lucrative sectors and actors, e.g. Real Estate, forex
bureaus and lawyers. Overall, the research found that the current legal and regulatory
framework of AML in Uganda is hardly a deterrent to corruption itself. The research
also established that the implementation of the AML compliance framework itself is
stifled by the very corruption it is meant to help control— a case of reverse causality.
This is primarily because supervisory and law enforcement agencies - e.g. Financial

Intelligence Authority (FIA) - have heightened levels of discretion and power in

1



deciding which cases to pursue to completion - a recipe for corruption itself (Klitgaard,
2011; Graycar, 2015). To that end, corruption becomes an enabler of ML (Goredema,

2004, p.4).



Literature Review

The laundering of illicit funds

ML consists of any acts designed to conceal or disguise the true source of illicitly
obtained gains (Smit, 2001, p.1) through placement (e.g. in a bank); this is followed
by layering - the process of creating a complex array of transactions to disguise the
source of funds; and finally, integration, for instance into an off-shore account (Levi,
2002, p.183). It must be noted that in practice this process may not happen in as
linear a fashion as described above. For example, banks can be involved in all three
stages, even if their personnel may not have full visibility of the source of the illicit
money or the actual PEPs involved. The concept itself had its beginnings in organised
crime (Vaithlingam and Nair, 2007, p.353), as Italian mafiaso like Al Capone devised
ways of making their ill-gotten wealth look legitimate by investing in seemingly

ordinary businesses, e.g. launderettes (Turner,2011, p.2-3).

In cash-based economies like Uganda, huge sums of laundered money may be
disguised as part of restaurant or hotel proceeds or used to purchase precious metals
(Unger, et al., 2006, p.67-70). Financial institutions are often preferred for ML, due to
their efficiency and low transaction costs (Vaithlingam and Nair, 2007, p.353). Even
when financial institutions are well regulated, there are often plenty of loopholes that
can be exploited in a predominantly cash-based economy, using the alternative
economy, e.g. money transmitters, forex bureaus, and so on. To that end, ML tends
to follow the AML framework and culture in any specific country (Schott, 2006, p.1-
10). Studies have shown that banks often struggle to avoid aiding illicit capital flows
originating from PEPs, into secret accounts (Palmer, 2009). Some famous African
examples to illustrate this include Sani Abacha, the president of Nigeria, Theodore

Obiang, president of Equatorial Guinea and Omar Bongo, former president of Gabon
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(Heggstadd and Fjeldstad, 2010, p.4-5), some of which are discussed in more detail

in the following chapters.

The link between ML and corruption

Indeed, there exists a correlation between corruption and ML, the former either being
a predicate offence or enabler of the latter (Goredema, 2004, p.4). Corrupt officials
are usually unable to enjoy the proceeds of their crime if they are unable to launder
it into legitimate financial systems (FATF, 2011, p.6). PEPs are loosely defined as
domestic or foreign public officials in positions of authority and - by extension - their
relatives and close associates (FATF, 2012, p.118-119). Due to the specific risks that
PEPs pose, FATF called for enhanced due diligence (EDD) procedures to be applied to
them by financial institutions in 2001 (FATF, 2012, p.16), in order to screen them for
illicit funds, e.g. from bribery (FATF, 2004, p.19)

It is of the utmost importance, in any anti-corruption programme, to affirmatively
thwart the ability of corrupt public officials to enjoy stolen assets through ML
(Mugarura, 2010, p.278). To that end, effective AML legal and institutional
frameworks are critical in fighting corruption. Banks are often strategically used as a
first line of defence in employing rigorous corporate governance, internal controls
and EDD procedures to identify PEPs (Chaikin, 2009, p.43). As such, the study is
focused on answering the research gap - whether the AML framework in Uganda is a
robust enough deterrent to the corrupt PEPs’ enjoyment of the proceeds of corruption.
However, we must not forget that no robust AML framework in itself can act as an
absolute deterrent to PEPs’ enjoyment of corruption proceeds, but as one of the
potentially potent tools that can be employed in a multi-pronged anti-corruption

arsenal. This is especially true of a developing country like Uganda, where it should



intuitively be clear that the development of an effective AML framework can only

develop gradually, over time.

Uganda’s journey to AML compliance

Despite intense international pressure over several years, President Museveni’s
regime has been reluctant to implement a robust AML framework - so much so that
as a member of the East and Southern Africa Money Laundering Group (ESAAMLG),
Uganda was the last country to finally enact an AML law, in 2013. Even then, its legal
framework was found by FATF to have significant gaps, for instance, an incomplete
definition of PEPs, i.e. domestic or foreign persons entrusted with a significant office,
including employees of international organisations with prominent functions. The
Uganda legal framework also excluded EDD requirements on PEPs, particularly with
regard to declarations of sources of funds and wealth. Facing threats of eventually
being blacklisted by the international community, Uganda raced against time to

amend the AMLA; it was published on 26 May 2017.

On 3 November 2017, FATF issued a statement recognising Uganda’s significant
progress in improving its AML/CFT regime, including the establishment of a legal and
regulatory framework that addresses the deficiencies identified in February 2014. As
a result, Uganda was no longer considered subject to FATF’s monitoring process, and
was struck off the list of jurisdictions with strategic deficiencies (FATF, 2017).
Currently, Ethiopia and Tunisia are the only African countries that remain on the list
of countries with strategic deficiencies. Other countries on the list include Pakistan,
Serbia, Iraq, Sri Lanka, Syria and Yemen. Bosnia and Herzegovina was removed from
this list in February 2018 (FATF, 2018). The only two countries that are blacklisted are

the Democratic Republic of North Korea and Iran.


http://www.fatf-gafi.org/publications/high-riskandnon-cooperativejurisdictions/documents/fatf-compliance-november-2017.html#SriLanka
http://www.fatf-gafi.org/publications/high-riskandnon-cooperativejurisdictions/documents/fatf-compliance-november-2017.html#yemen

The role of banks in capital flight

Studies have shown that banks' face significant challenges in avoiding dirty money
from PEPs, while other investigations have shown that some financial institutions
actively aid PEPs in laundering proceeds of corruption, for instance through offshore
accounts. PEPs have also been shown to use non-financial channels to launder dirty
funds. At the heart of the effective prevention of ML is the strict application of KYC
(know your customer). The challenge is that the rules, practices and actual
commitment that countries and banks across Africa employ in performing customer
due diligence (CDD) procedures varies substantially. As a result, ESAAMLG
assessments show that many countries around the world are non-compliant with
respect to their levels of regulation and the actual implementation of KYC measures
(Heggstadd and Fjeldstad, 2010, pp.vi-vii). In fact, there have been long and drawn-

out debates around the nature of incentives that banks might have to do full CDDs.

Some scholars argue that it is simply too lucrative for banks to continue facilitating
the banking of wealthy individuals and PEPs alike, regardless of the source of funds;
the temptation is too great to resist, especially when there are no real costs for failure
to conduct EDDs. In contrast, other scholars believe that the costs of turning a blind
eye to potentially illicit funds, and not implementing KYC are simply too high - the
risks include heightened risks of customer concentration?, reputational, operational

and legal risks (Heggstadd and Fjeldstad, 2010, p.vi-vii). The motivation for this

1 For purposes of this research, banks are loosely defined as institutions that are licenced
and regulated by the bank of Uganda (BOU), to provide financial services. They often need to
meet and maintain stipulated capital requirements, amongst other criteria, before they can
be licenced, and in order to remain operational.

2 “Customer concentration is a customer or group of customers that account for 8% or more
of a company’s total sales. Customers that have similar characteristics or common
ownership may be consider a concentration”. (SNB staff, 2015)



research was in part to unravel the interplay of this dilemma, as banks try to
implement the AMLA in Uganda. It should however not be forgotten that even if banks
implement an effective money laundering framework, PEPs can still use other avenues,
such as designated non-financial institutions® (DNFBs) to launder corruption proceeds

- a phenomenon sometimes referred to as ‘the balloon effect”.

Nevertheless, banks remain an attractive avenue through which illicit gains from
corruption by PEPs can be siphoned out of Africa. Despite this, there are very limited
studies that have been dedicated to understanding just how banks facilitate the
capital outflow of much-needed public funds, from Africa to the west. Banks should
no longer be treated as passive players in facilitating capital flights. As such, more
research is critical in understanding the actual mechanisms through which banks
facilitate capital flight (Heggstadd and Fjeldstad, 2010, p.1). One can argue that with
the advent of technology, there are increasingly more ways through which value can
be transferred, other than by using banking services. Even then, non-financial service
providers like mobile money service players often provide a narrower set of services
that are usually restricted to sending and receiving money within a country. They are
rarely a proficient substitute to banks and sooner or later, these flows of money end

up in the banking system anyway. It is against this backdrop that scholars have called

3 Designated non-financial businesses and professions (DNFBs) means Casinos, real estate
agents, dealers in precious metals, dealers in precious stones, lawyers, notaries, other
independent legal professionals and accountants (FATF, 201 8).

4 “The ‘balloon effect’ is a well-worn analogy used by drug policy analysts to illustrate the
process by which drug production is displaced across national borders in order to evade
eradication and interdiction efforts. Squeezing one end of the balloon forces the air to the
other side - clamping down on cocaine production and trafficking in one area of the Andes
simply pushes it into another region or country. (COHA,2018) < http://www.coha.org/the-
balloon-effect-and-displacement-part-2-of-2/>


http://www.coha.org/the-balloon-effect-and-displacement-part-2-of-2/
http://www.coha.org/the-balloon-effect-and-displacement-part-2-of-2/

for a concerted effort in understanding the role that banks play in facilitating capital

flight (Heggstadd and Fjeldstad, 2010, p.3), a key motivation for this research.

How banks facilitate money laundering in practice

So how do banks facilitate ML in practice, one might ask. Over the years, Global
Witness has through its work helped to expose exactly how western banks facilitate
the capital flight of illicit funds of PEPs to secret accounts in offshore centres - firmly
putting it on the international agenda. In May 2009, it released the report titled Undue
Diligence (Global Witness, 2009), which received much international attention. It
showcased how PEPs in Equatorial Guinea, Democratic Republic of Congo (DRC),
Liberia, Angola, Gabon and Turkmenistan, who had captured state resources - “the
unaccountable few” - were helped by some of the leading global banks, including
Barclays, Citibank, Deusche bank and HSBC, to launder these funds. Interestingly,
these are the same banks that often flaunt their commitment to upholding the best
standards, a sheer mismatch between rhetoric and reality. The report pointed out how
even though banks are meant to be a critical first line of defence, they often fail
miserably to uphold the highest levels of ethics. The report also highlighted the fact
that the sheer number of loopholes in AML systems make the international banking
system complicit in perpetuating corruption, poverty, human suffering and misery

(Global Witness, 2009, p.4).

Whilst it is important for banks to develop their own KYC policies and regulations,
their failure to manage the primary objective of making a profit, means that they can’t
by any means be trusted to self-regulate, at least in a manner that upholds ethics. To
that end, Global Witness called for all jurisdictions and banks to explicitly perform
KYC procedures to identify the natural persons behind corporations, and the actual

beneficiaries of potentially laundered funds (Global Witness, 2009, p.5). Since then,
8



Global Witness has released several more publications exposing how banks do deals
with corrupt regimes. For example, in the publication titled Banks and Dirty Money?,
Global Witness highlighted how corrupt politicians and other criminals need avenues
through which they can move money around the world - a bank to handle their ill-
gained money, and anonymous companies to help them hide their identities. It also
detailed how several banks actually aid and abet criminal behaviour, much of which
violates laws and/or exploits legal loopholes, whilst regulators do not enforce the

laws (Global Witness, 2015).

Instances of how global banks do business with corrupt regimes have been exposed
over the years; an example is when Riggs Bank aided the son of Theodore Obiang, the
President of Equatorial Guinea, to move his illicitly acquired wealth (reported about in
detail in another publication, “The Secret Life of a Shopaholic’, (Global Witness,2009).
The paper pointed out how even when AML rules are properly enforced, banks often
only get fined for bending the rules - a cost they can pass on to investors and
customers as a business cost. In short, large banks with the financial muscle to settle
any fines levied, if caught, cannot have real incentive to follow the law.® (Global
Witness, 2015). Another report, ‘The International Thief’, exposed how between 1999
and 2005, Barclays, RBS, UBS and NatWest helped to fuel corruption and poverty in
Nigeria, by helping a former governor bring proceeds of bribery into the UK.
Interestingly, these same banks had been found to be complicit in helping Sani
Abacha, the former Nigerian dictator, to funnel up to 1 billion pounds through the

UK. The paper pointed out how banks are quick to penalise ordinary customers for

5 This publication can be easily accessed on the Global Witness website. <
https://www.globalwitnhess.org/en/campaigns/corruption-and-money-laundering/banks-and-
dirty-money/>
6 The statement relates to comments made by the US democrat senator, Elizabeth Warren.
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minor infractions but are wilfully blind to the proceeds of large-scale corruption
passing through their accounts. Most sobering is the fact that the publication
emphasised how large-scale corruption is simply impossible without facilitation from

a bank willing to accept proceeds of corruption. (Global Witness, 2010).

Such studies on the dealings of western banks show that they may be severely
complicit in ML of illicit funds from developing countries. This sharply contrasts with
the expectation that the same western banks are clean, tightly controlled and
regulated - and that the laundering of illicit proceeds is the forte of other loosely
regulated banks in developing countries (Heggstadd and Fjeldstad, 2010, p.7). To
that end, it is argued that personal liability of top bank executives for violations of a
serious nature is of the utmost importance. This campaign seems to have borne some
fruit; in jurisdictions like UK and EU, new laws prohibiting the use of anonymous
companies and to hold senior bank executives personally accountable have been

passed (Global Witness, 2015).

However, in the grand scheme of things, it must be emphasised that there is really no
such thing as a good or bad bank. For example, effective and honest banks may not
be able to detect skilful launderers who disguise sources of illicit funds. On the other
hand, ineffective but honest banks may be taken advantage of by launderers, in spite
of their best intentions (Masciandaro, 2007). In Uganda, Sudhir Ruparelia, the owner
of one of the largest local banks in Uganda, was recently found to have been involved
in swindling and laundering millions (Sserunjoji, 2017). His case demonstrated that it
is not uncommon for a rogue bank to be set up solely for purpose of laundering
money and taking advantage of unsuspecting depositors. In other words, the
intention of setting up a bank often determines the extent to which they can be

effectively regulated for strict KYC. As a result, dishonest banks might need a whole
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different approach of regulation, whilst honest and effective and/or ineffective banks
may be expected to comply with regulation, without much ado (Heggstadd and

Fjeldstad, 2010, pp.7-8)

New banking feature - mobile banking

Banking as we know it is changing rapidly in Africa with the advent of mobile banking.
Popular banking products like MPESA by Safaricom (in Kenya) have been the main
drivers of rapid financial inclusion in countries like Uganda, DRC, Rwanda and Burundi
where large swathes of previously unbanked people lived - mostly in rural areas. Since
mobile money services can be offered to anyone, without evidence of a permanent
address and/or pre-existing bank account, it greatly enhances the ease with which
transactions can be effected by several different people who might be naturally
excluded from a strict KYC regime required. Nonetheless, it is easy to see how these
same channels can also be used by PEPs to launder proceeds of corruption. In the
recently concluded Uganda Anti-Money Laundering National Risk Assessment (NRA),
mobile banking products were actually rated as high risk for Terrorist Financing (TF),

owing in part to high transaction limits of approximately Ush 4 - 5 million.

Mobile banking products often make it easy to transact quickly over a short period of
time, since they have cross-border money transfer options and the ability for a user
to hold as many sim-cards as they like with the same or different mobile telecom
network provider (FIA, 2017, p.13). The nature of these risks for ML prompted FATF
and BIS to develop red flags for suspicious transactions in mobile banking products.
Even when used, effective performance of KYC procedures in Uganda could prove
particularly challenging since only 14% (2.6 million) Ugandans have documentation to

prove both their identity and residential address (FSDU, 2018).
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Trust funds

Another high-risk avenue is trust funds, whose use has been criticised over the years,
since the identification of true owners is very difficult at best. Whilst not necessarily
set up to hide criminal activity, their very structure makes it easy for funds to be
transferred without effective due diligence and KYC procedures able to detect any
illicit sources of the funds themselves (NOU, 2009, p.26). Any robust AML framework
that could act as an effective deterrent to corruption must account for laundering of
funds through traditional banks and other related channels as highlighted above,

without exception.

Regulatory best practice

The banking sector often says that it is committed to self-regulation and the adoption
of best practice. This is true to a great extent, since the uptake of due diligence
regiments is generally on the increase around the world. However, ESAAMLG
assessments show that the actual levels of regulation and implementation fall
significantly short and vary widely between African banks and jurisdictions. In
countries like Uganda, with little-to-no supervision of banks’ compliance with AML
laws, it is true that banks often self-regulate and apply best practices imposed on
them by their international shareholders and correspondent banks’. ESAAMLG reviews
showed that while Ugandan banks generally train their staff in KYC procedures, there

are no universally accepted forms of identification, which can be used to positively

7 “Correspondent banking is the provision of banking services by one bank (the
“correspondent bank”) to another bank (the “respondent bank”). Large international banks
typically act as correspondents for thousands of other banks around the world. Respondent
banks may be provided with a wide range of services, including cash management (e.qg.
interest-bearing accounts in a variety of currencies), international wire transfers, cheque
clearing, payable-through accounts and foreign exchange services.” FATF,2018)
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identify PEPs, making it easy for fraud to be committed (ESAAMLG cited in Heggstadd

and Fjeldstad, 2010).

Other more developed African jurisdictions like South Africa seem to fare only slightly
better. For example, up to 24,585 suspicious transaction reports (STRs) were filed
with the South African Financial ntelligence Centre in 2007/8. However, there have
been questions around whether the South African judicial system is capable of
processing all these STRs (FIC South Africa, 2008). To that end, there have been calls
for further research to better understand the actual relationships between financial
intelligence units, revenue authorities, the judiciary, customs departments and other
related authorities; where the weak links and vulnerabilities are - at country level - in
detecting and mitigating fraud and ML. Since systems differ between countries,
country-specific studies are required (Heggstadd and Fjeldstad, 2010, p.7) - the basis

for this research.

So what does best practice look like, and is there such a thing as one-size-fits-all?
Some of the top global banks - like Citibank, HSBC and Barclays - came together to
form the Wolfsberg Group, with a commitment to providing guidance on how AML
compliance and best practice can be achieved. For example, in its updated guidance
on PEPs, Wolfsberg Group stresses how the focus of PEP identification and risk
management processes should be on the detection of grand corruption, or acts
committed at high levels of government, that have a disruptive and distortionary
impact on the functioning of governments, enabling leaders to benefit at the expense
of the public they are meant to serve (Wolfsberg Group, 2017, p.1). The FATF and
Basel Committees, much like the Wolfsberg Group, are committed to providing
guidance on best practice. Banks often decide for themselves the actual KYC

procedures that they will undertake. The guidelines are meant to provide information
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to entire countries and banks on the importance of due diligence procedures and on
how to implement them, as well as providing important benchmarks to help
jurisdictions and banks assess how compliant they are to best practice (UNODC, 2004;

BIS, 2001).
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Methodology

Conceptual framework

With reference to micro-economics of ML, it is a two-stage decision-making process
involving firstly, the decision of a PEP to engage in corrupt activities, within a
framework of choice under uncertainty. The second stage involves the laundering of
the proceeds of corruption, e.g. through a bank, trading off the risk and returns of
detection against confidentiality (Mullineux and Murinde, 2003, p.553). Increasing the
probability of detecting and punishing ML of PEPs (and predicate offences) has a
negative effect on corruption of PEPs. All these factors are positively influenced by the
strict enforcement of an AML legal and institutional framework (Ferweda, 2008, p.15).
In addition, confidentiality is valuable to a PEP laundering money, since disclosure of
the nature of the transactions is likely to increase the probability of detection and
punishment. As a result, the PEP often pays for confidentiality by either accepting a
lower return on his banked assets and/or by accepting a heightened risk than if
confidentiality was guaranteed (Mullineux and Murinde, 2003, p.553). This is
illustrated by making reference to similar micro-economic models by Ferweda (2008,

p.7), using the following variables:

1) the chance of a PEP getting caught for ML (P);
2) the predicate crime (2);
3) the average sentence for money laundering involving a PEP (fml)

4) transaction costs (Tc)
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Figure 1: The indirect relationship between an AML institutional and legal framework

and crime.
+ P
+ L
AML framework targeting PEP’S + fm/ - PEP Corruption
+ i
Ic

The conceptual framework assumes that there is a positive relationship between AML
legal and institutional framework targeting PEPs and the four deterrents above, which
in turn have a negative relationship with the predicate offences, e.g. kickbacks

(corruption of PEPs) (Ferweda, 2008, p.7).

Banks as a first line of defense

Banks are often strategically used as a first line of defence in employing rigorous
corporate governance, internal controls and EDD procedures to identify PEPs (Chaikin,
2009, p.43). They are expected to report suspicious transactions to the FIA once

identified. The success or failure of the national AML framework is dependent on the
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strength of banks’ AML frameworks. If done effectively, a robust AML framework

should in theory act as a deterrent to corruption by government officials.

Prepositions

Since all the deterrents mentioned above are positively influenced by a strict and
robust AML framework (Ferweda, 2008, p.7), the hypothesis that was tested was that
the AML institutional and legal framework in Uganda deters PEPs from engaging in

corrupt activities, resulting in overall fewer incidents of corruption.

Preliminary research design

Using Bryman typology (Bryman, 2016, pp.18-19), the research approach that was
used was mostly deductive, with some aspects of induction, by seeking to establish
the effectiveness of ML framework on mitigating ML with respect to PEPs in Uganda.
It was also cross-sectional in nature, involving the collection of data on a sample of
AML cases, and a review of the design and implementation of the AML framework in
Ugandan banks with respect to PEPs, at a single point in time. In addition, it was
iterative rather than single loop. Throughout the process, there was constant
interaction between theories of ML, corruption and actual datasets reviewed, in a non-
linear manner. The research results presented in the findings section are meant to be
explanatory rather than merely descriptive, in identifying:
1) The gaps in the AML act, 2013 (and the 2017 amendment act) in relation to
PEPs, by benchmarking against international legislations;
2) The actual deterrents in Uganda that determine the probability of ML being
detected,;
3) The transaction costs involved, including:

e technical costs of adopting AML technology;
17



e AML regulation related costs; and
e The transaction costs of a PEP using a bank to launder funds;

4) The supervision of banks by the FIA, Bank of Uganda (BOU) and other
accountable persons® especially in the high-risk sectors of the Ugandan
economy.

As such, transaction costs are directly dependent on the effectiveness of the AML
regulation. The more effective the AML regulation, the higher the costs incurred by a
PEP in using a bank to launder illicit gains of corruption (Ferweda, 2008, p.4).
Similarly, the bank’s implementation of an effective AML compliance programme
involves higher costs of investing in appropriate automated AML systems, internal

controls and skilled personnel.

The research undertaken took on a mixed methods approach of a qualitative nature.
The qualitative data included the interviewing of 10 senior and/or accounting
personnel in Uganda AML regulatory, investigative and prosecutor bodies, commercial
banks and international organisations. It further included the review of two case
studies of recently trending PEP-related AML and fraud scandals in Uganda. The
Uganda Anti-Money Act, 2013 and the Anti money Laundering Amendment Act, 2017
were also reviewed and benchmarked against the Financial Action Task Force (FATF)
guidance on PEPs, as well as other best practice guidance, such as the Wolfsberg
guidance on PEPs. Mutual ML evaluation reports (FATF, IMF, World Bank, ESAAMLG)
and other relevant publications of NGOs such as Transparency International and

Global Witness were reviewed. Lastly, existing statistics of STRs filed with the FIA on

8 Accountable persons as per the Anti-Money Laundering Act, 2013 include lawyers, casinos,
dealers in precious metals, accountants and NGOs, among others (Anti-Money Laundering
Act, 2013).
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ML cases, the financing of supervisory and law enforcement agencies, financial
inclusion, prosecution of AML-related cases in Uganda since the enactment of the
AMLA and the results of the Uganda National Risk Assessment on ML, including
statistics on DNFBs and OFls, were analysed. As such, the research design used had
some aspects of a case study design as defined by Bryman (2016), using triangulation
of information from the various sources listed above, in order to assess the strength
of the design and actual implementation of the AML framework in Uganda, with a
focus on PEPs - often with a combination of deductive and inductive strategies. To
that end, the research design employed was a combination of a cross-sectional and

case study design.

Criteria used in evaluation of research results

The research question was evaluative in nature, with a mixture of empirical and
normative components. For example, the evaluation of effectiveness of the Uganda
AML framework with all its constituent parts would form the normative aspects of the
research, particularly with respect to practitioners, law enforcement and supervisory
views on how effective they perceive the AML systems to be - in part by benchmarking
against other countries, mutual evaluation results of other African countries, best
practice and maturity models, amongst others. On the other hand, the empirical
aspects related to evidence collected on actual suspicious transactions disseminated
from banks and other accountable persons to the FIA and other law enforcement
bodies for investigation and remediation. It included prosecutions of AML cases
handled by the Department of Public Prosecutions (DPP), infrastructure, review of
controls, governance systems and resources actually invested by banks and

supervisory and law enforcement agencies in controlling the risk of ML.
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The evaluation criteria also included some economic aspects, such as transaction
costs incurred, investments in automated systems and the resourcing of supervisory
and law enforcement agencies charged with AML control. In addition, the evaluation
criteria reviewed the efficiency of processes, e.g. number of STRs submitted to FIA,
vis a vis those disseminated to other government agencies for investigation and
prosecution, as well as outputs of the DPP in terms of AML cases handled and those

satisfactorily dispensed with.

Data sampling

To test the ML deterrents highlighted above, the following was undertaken:

Criminalisation of ML and predicate offences of PEPs in Uganda

Data was collected to understand Uganda’s approach to predicate offences of ML
targeting PEPs, e.g. with respect to legal and natural persons, criminal or civil liability
using the AML Act 2013, and other best practices for benchmarking, including FATF
recommendations, the Wolfsberg guidance on PEPs, Uganda Police Force (UPF) and
anti-corruption court papers and statistics on actual prosecutions of PEPs since the
enactment of the AML act 2013. In addition, legal penalties, prison sentences and
provisions for the seizure and/or freezing of laundered assets of PEPs were reviewed.
Detection of ML of PEPs in Uganda

Three local banks in Uganda were selected, whose local and foreign PEPs on-boarding,
KYC, EDD, filing of STRs to the FIA and risk-based approach (RBA) policies and
procedures were analysed.

Transaction costs incurred
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This included the assessment of the level of investment by the respective banks in
AML technology and AML enforcement efforts, AML personnel employed, budgetary
allocation to the FIA (and other bodies) specifically charged with fighting ML, as well
as an assessment of whether transaction costs incurred by PEPs exceed those of other
types of customers.

Vulnerabilities of DNFBs and OFls

Qualitative and quantitative data on the risks and vulnerabilities of DNFBs and OFls
as alternative ML routes to traditional banks were explored, from publications like the
NRA and financial inclusion reports.

ML cases involving PEPs

Two recent and ongoing cases of ML issues involving PEPs in the financial services

industry in Uganda were studied, to enhance the analytical scope of the research.

Data collection

10 interviews were conducted as highlighted above; all interviewees are senior
officials who represent the ideas of their respective organisations on how the AML
framework is designed and implemented in Uganda. They were invited to partake in
qualitative face-to-face interviews. In all instances, without exception, their express
approval or written consent was obtained®. Qualitative interviewing techniques were
used, mostly unstructured or open, loosely based on an ideal AML, supervisory and
law enforcement framework, in order to maximise the aptitude for a complex analysis.

All interview results were audio recorded and/or transcribed as interview notes.

9 A sample consent form and the respective signed consent forms of respondents are filed
under annexures.
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Interviewees included:

Interviewee 1: A senior money laundering control officer in one of the largest locally-

owned banks in Uganda, charged with managing the risk of ML within the bank;

Interviewee 2: A senior financial crimes control officer in one of the largest
International banks, with significant operations in Uganda, charged with managing

financial crime related issues in the bank, of which ML is a part;

Interviewee 3: A senior ML control officer in a mid-sized regional bank, with

headquarters in Nairobi, Kenya, charged with managing the risk of ML within the bank;

Interviewee 4: An accounting officer of a large International organisation, with a
significant portfolio in Uganda and the East African region, who would qualify as a

foreign PEP, as per FATF guidelines;

Interviewee 5: A senior risk officer of a large International organisation, with a
significant portfolio in Uganda and the East African region, charged with managing

operational and financial related risks of the organisation;

Interviewee 6: A senior ranking official in the Ministry of Ethics and Integrity, Uganda,
charged with drafting legislations, fighting corruption and overseeing the

implementation of the UNCAC;

Interviewee 7: A senior prosecutor at the Uganda Anti-Corruption court, attached to

the DPP, charged with prosecuting white-collar crimes including corruption and ML;

Interviewee 8: A senior ranking official in the Internal Security Organisation (ISO),
charged with providing intelligence and investigating white-collar crime incidents,

including ML, jointly with the UPF, and the Criminal Investigations Department (CID);
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Interviewee 9: A senior ranking official at BOU, in the bank supervision department,
charged with supervising financial institutions, including reviewing their compliance

with the AMLA;

Interviewee 10: A senior ranking official at the FIA, with a significant role in driving

the design and implementation of the AMLA, in Uganda.
They have been illustrated in the sampling matrix below.

Table 1: Sampling matrix

Interviewee Organisation Oversees AML Involved in Other
bank AML supervision law accounting

programme enforcement officers/risk
managers

Interviewee 1 Bank A X

Interviewee 2 Bank B X

Interviewee 3 Bank C X

Interviewee 4 International Organisation X
Interviewee 5 International Organisation X
Interviewee 6 Ministry of Ethics & Integrity X

Interviewee 7 DPP X

Interviewee 8 ISO X

Interviewee 9 BOU X

Interviewee 10 | FIA X

The sampling of banks and AML cases was purposive in nature, rather than random,
in order to explore the research topic with sufficient variation, it being a fairly complex
topic. Senior individuals in various law enforcement, prosecution, supervisory and
AML compliance roles at banks were interviewed for triangulation purposes, as well
as to falsify the findings in order to generate useful variations in answering the

research question (Miles, Huberman and Saldana, 2016).
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Documents reviewed as empirical data

Among the documents reviewed was the Uganda NRA Report, 2017, complete with
statistics of AML in Uganda, that are often of a classified nature, e.g. budgetary
allocations to supervisory bodies, STRs disseminated to various law enforcement
bodies etc., mass media information from newspapers, the AMLA, FATF guidelines,
Wolfsberg guidance on PEPs and scientific/research literature. All data sources were
checked for validity through data triangulation, without exception. The author also
took into account the inherent biases of each document reviewed. The respective
contexts within which each document was prepared was also considered. In addition,
a logbook was also maintained to help keep track of basic research work steps,

tentative prepositions, data analyses and literature reviews, amongst others.

Research analysis

The nature of data analysis that was undertaken was an evaluation of the design +
implementation + output (Vedung, 2006, pp.397-416) of the Uganda AML framework
as implemented by Ugandan banks as well as a review of vulnerabilities that OFls and

DNFBs pose, with a focus on PEPs as illustrated below.

Figure 2: lllustration of research analysis done

AML framework AML framework AML framework

design Implementation output
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Limitations

Collection of primary data and statistics on STRs filed to the FIA by banks,
documented bank AML frameworks, on-boarding and KYC procedures and other
internal bank, supervision and law enforcement agencies’ information, critical in
corroborating assertions made by each interviewee was not possible. This was due to
strict confidentiality regulations by the respective agencies, and a limitation of the
research. As such, the research data was obtained from interviews of key personnel
and accounting officers in the various bodies as describe above, as well as open

source and secondary data from academic and institutional publications.

Qualitative data analysis

In the mostly-deductive approach of data analysis, a coding scheme was designed
based on the research question and conceptual framework outlined above. However,
it was refined further to fit the actual empirical findings in a manner that reflected an
interaction between theory and actual evidential results. Some inductive approaches
were combined with deductive approaches. The results of each of the four key
deterrent areas was scored on the basis of the substance of each interviewee’s
responses, rather than on the location of an interviewee’s response in each interview
recording and/or transcript summarised using a coding method inspired from the
grounded theory (Glazer & Strauss, 1967). The coding method that was used was
mostly selective coding that sought to pick out the most important message relayed
by each Interviewee, on their understanding of ML and the current AML framework in
Uganda, and how robust it actually is in mitigating ML of PEPs. This was done for each

of the three banks individually, before performing a cross-sectional design analysis
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across the three banks, for any similarities or differences. The coding was also done
for all information collected from supervisory, investigative and prosecutor body

representatives interviewed.

The result of each deterrent was summarised under a scoring scale of 0 - 5 for ease

of analysis, adopted from Ferweda (2008, p.4).

Table 2: Scoring scale used

Description Colour code

There is no institutional and legal framework and/or
no AML actions performed

1 Only some institutional and legal framework or
actions performed - an attempt has been made

2 Still a lot to be done

3 Some problems or some aspects remain uncovered

4 Minor shortcomings and considerations for
improvement

5 Comprehensive implementation

To that end, a clustering method of coding using a matrix display was devised as

illustrated below.

Table 3: Matrix display of coding method utilised

AML compliance area Interviewee 1 | Interviewee 2 Interviewee 3
Criminalisation of ML offences | 3 5 2
Effective Investigation and | 1 2 3

prosecution of PEPs for ML

Detection capacity of banks of | 3 3 3

ML of PEPs
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These metaphors were developed to condense the data from interviews in order to
enhance data analysis, as suggested by Miles, Huberman and Saldana (2014). Scoring
was done in accordance with the Interviewee’s description of the compliance-related
interventions in place (especially if they are experts in their field), their assessment of
the robustness, as well as the authors’ own experience and/or comprehension of AML
compliance programmes, as a financial crimes practitioners in the Ugandan market.
Once the scoring of each of the banks was done, performance of contrasts and
comparisons was easier. Care was taken to mitigate interviewees’ bias, since each of
them would naturally be inclined to cast the organisation that they represent in the
best light possible - and possibly others less o. To that end, many clarification and
confirmatory questions were asked, and findings anonymously corroborated with

other interviewees.

Maturity assessment model

The actual assessment of the compliance and overall maturity of the three sampled
banks, and supervisory and law enforcement agencies with respect to implementing
a well-designed and effective AML framework, was done with reference to the Financial
Industry Model for AML (FIMM (AML)), which was proposed by Tom O, Kane and others
(O, et.al., 2015). The author found this model particularly useful in internalising
enterprise-wide activities undertaken and even more importantly, the depth of
institutionalisation of the processes, in re-enforcing a desired culture (O, et.al., 2015),
rather than merely testing the adherence to AML rules/policies.

The Financial industry model for AML is a governance risk and compliance (GRC)
framework that describes how the effective implementation of AML and CFT is actually

done, devised on the fundamentals of the theory of maturity models - representing
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growth through a series of levels, as well as how well best practices and international

legislation of AML is embedded (O, et.al., 2015) as illustrated below.

Figure 3: Capability maturity model structure

Level 4 Process Excellent process
o1 Always followed
Capabilit
P Y Outstanding results
Level 3 Process Very good process
- Always followed
Capabilit
P y Very good results

/

Level 2 Process

Good process
Almost always followed

7*3)'“'(\/ Good results
Level 1 Process LBJasic”pr]chclcless )
- sually followe
Capability Fair results
No Established poor or 2d hoc process

Inconsistently followed
Unpredictable results

Process Capability

Source: (O, et.al., 2015)

Use of FATF methodology for technical compliance and effectiveness

The author also largely benchmarked against the FATF methodology for assessing
countrywide technical compliance and effectiveness with the FATF 40
recommendations, the foundation upon which the AMLA was drafted (FATF,

2013).The findings are loosely based on the following focus areas:

a) Results from testing the technical compliance with FATF 40 recommendations,
including relevant legal and institutional frameworks in Uganda to curb the ML

of PEPs, and the powers and procedures of competent authorities, which
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according to FATF form the critical basis of a robust AML/CFT framework in
any country (FATF,2013,p.7);

b) Results from testing the effectiveness of the implementation of the AMLA, and
substantially the FATF recommendations, and the extent to which Uganda
achieves the outcomes that guarantee a robust AML/CFT framework, with

respect to curbing ML of PEPs, i.e. expected results (FATF, 2013, p.7).

Both technical and effectiveness assessments give an integrated analysis of how
compliant Uganda is with global best practice (FATF standards) and how well the
country maintains a robust AML system (FATF,2013,p.7) in a manner that is able to
mitigate ML of corrupt proceeds from corruption by PEPs. This methodology is also
tried and tested, having been informed by experiences of the FATF, FATF-style
regional bodies (FSRBs), IMF and World Bank (FATF,2013, p.8). In performing this
assessment, Uganda’s own assessment of its AML risk was taken into account through
the NRA of 2017, of which the author took part. However, the NRA was not taken as
being accurate, but rather helped in the author’s reflection of where Uganda is at,

with regards to managing corrupt proceeds involving PEPs.

Review of banks using Deloitte’s AML/CFT risk management framework

The motivation behind researching the compliance of commercial banks was due to
the fact that they make up the bulk of financial transactions in Uganda (on the basis
of materiality), some of which are potentially proceeds of corruption. However, this
approach excludes vast amounts of unbanked transactions representing the cash
economy that substantially makes up to 57% of Uganda’s economy (FSDUganda, 2018,
p.23) which is difficult to account for. In order to review the AML risk management
framework of each of the three commercial banks, the author broadly utilised the

Deloitte risk management framework, which captures the essence of what a robust
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AML framework should look like, when benchmarked against FATF, Wolfsberg and

other best practice guidance as illustrated below.

Figure 4: Deloitte AML/CFT and sanctions risk management framework

AML [ CFT and Sanctions Strategy and Risk Appetite

Oversight, Governance and Compliance (3 Lines of Defence)

Business Risk Assessmen

Q)

Define risk
assessment

I :
Define approach to risk
assessment

—
)

Develop and maintain
risk assessment

-/

Develop andmaintain
customer risk rating

)

PRA - Product Risk
Assessment

|

)

Define due diigence
criteria

Customer on boarding
(CIVand CDD)

Identify new / existing
customers

_____/
Identify required
information for different
customer/product needs
pt e

Request 1D and verify
documentation

Store ID and verified
documentation

Perform CDD

Identify key account party
information

|
| I Identify customer risk ca

4

Analytics, Intelligence, Management Information

4

End-to-End AML / CFT Process Flow

Screening, risk
scoring and EDD

Identify additiond Key
accountparty
information
Adverse Media Screening

Perform 0DD

Transactions

Scheduled or trigger |
driven initiation of 0DD

|Rev'new exsting COD datal

(" Settransacton alert
parameters and

monitoring schedule

Perform EDD

Review, approve and
activate account

Store adaibional EDD
documentation

Request and review )
supporting evidence
S —

Monitor transactions
CTRandSTR

bbtain melevantappmvds|

(— Chiange customer )
engagement and store

data

Obtain pre-consent of
suspicious transactions
—

Perform trend analysts

tegory (PEP and High/Normal) ]|

Perform initial COD I

o
Review, approveand ||

I

Store CDD documentation K )

Set due diligence critena (DD and 0DD)

Intelligence data

|

Manual STRs and CTRs
and colate system
generated STRs and CTRs
\ /

Complete and submit
| disclosure report and

|| supporting evidenceto
| FIA

Investigate and request

|| Assess and perform exit

supporting evidence

I decision

Escalate intemnally

|
| Report toFIU ||

I Escalate acoont
closure decision for
remedia action )

g
relevant information for
FIA request

( Maintaininteligencelists and sources

Proactive Analytics and Inteligence developmentand shanng

Sanctions and adverse media screening

Submit information
gathered
tolegislator

Maintain submitted
information

= sponits =~
FIA

Evaluate and updat:
monitoring critena
([ T

Accountclosure Fresze

|
|
|
|
|| activateacoount
|
|
|
|

|
|
|
| | Maintain prohibited st
|
|
|

; - |
Quality assure third party |[ Customer sreenng ]I Espond to oter
| on-boarding providers |[ Payments screening ]

\ ) orders
E Tailored Risk Based Policies and Procedures
F Training, Culture and Awareness

Correspondent Banking & Trade Finance

Data and Systems

30



Source: Deloitte & Touche

The author used the following methods in testing and confirming findings as

suggested by Miles, Huberman and Saldana (2014):

a) Triangulation of findings across various datasets, including interviews,
secondary data, case studies from the media, among others; and
b) Actively searching for negative evidence, primarily through confirming

assertions from the respective Interviewees.

Potential sources of bias

The author was cognisant of the fact that his experience in providing AML consulting
services to banks, working in similar field, markets and industries with many of the
Interviewees (either as clients, or professional colleagues), along with the fact that
some of the Interviewees were high-profile, could inadvertently create levels of
personal, elite biases, as well as possible holistic fallacies. To that end, the findings
and scoring thereof were double-checked for any such biases by playing back
interviews held (for clarity), reviewing interview notes again and performing
triangulation using various different and independent sources. Furthermore, in order
to ensure representativeness, three banks were selected based on their shareholding
structures, a key driver of corporate culture and willingness to invest in robust AML

systems.

What the research did not study

However, it must be noted that the research was focused on and limited to the
research of how banks implement AML frameworks in general, how they implement

specific AML policies related to PEPs, how supervisory and law enforcement agencies
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deal with and remediate AML issues reported, and how other DNFPBs and OFls might
be used as possible alternative channels that PEPs can use to launder illicit gains from
corruption. The author did not review the entire AML framework with respect to all
other sectors and accountable persons that are defined in the AMLA, without

exception.

Timing and feasibility of the research project

The research itself lasted a total of four calendar months from May to September
2018, including planning, execution and finalisation of the research report. The
project was feasible within the duration owing to the fact that it was fairly specific but

not too narrow in scope.

Research ethics

During the performance of the research, the author was aware that potential
interviewees, who are employees of banks, supervisory and law enforcement bodies
charged with AML control could face serious repercussions for discussing any
potentially sensitive issues. This includes possible disciplinary issues, loss of jobs and
litigation for breach of privacy and/or client confidentiality. To that end, the author
ensured that he explained the potential risks and mitigations clearly. All Interviewees
agreed to be interviewed under conditions of confidentiality. In addition, the banks
sampled for the purposes of this thesis were not explicitly named, but rather code
named as bank A, B and C, complete with their characteristics, for context, e.g. large
international bank with significant market share in Uganda, and the region at large.
Care was taken to ensure that the privacy and confidentiality of all Interviewees was

maintained, without exception (only known to the author, rather than anonymous).
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The interview notes and recordings were all code named. In addition, the designations

of each of the interviewees was also vaguely described in this thesis.

In the performance of this research, the author obtained written informed consent
from each of the 10 Interviewees, without exception. In the consent form, the purpose
of the research was described, along with what participation in the research would
entail, how the research results would be used, what would be expected during the
interview, benefits of participation, procedures adopted to guarantee participants’
privacy, statement on the International Anti-Corruption Academy (IACA) and the

voluntary nature of participation.
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Research chapters

These chapters broadly present the findings from the research conducted as
described in the methodology section, including interviews conducted, review of
secondary data sets as well as policy, academic and other publications. It considers
the assessment of the robustness of the AML framework as implemented by banks,
by supervisory and law enforcement bodies of government, as well as a consideration

of the vulnerabilities that other unregulated sectors pose, including DNFBs and OFls.

Assessment of the Ugandan AML framework

The findings from the review of the AML framework in the methodology section have

been summarised below.

Table 4: A review of the Ugandan AML framework in mitigating ML of PEPs

Criteria Interviewee

Criminalisation of ML

offences

Effective Investigation and

prosecution of PEPs for ML

Detection capacity of banks

of ML of PEPs

Costs incurred by banks in

effecting ML control

Costs incurred by regulators

in effecting ML control

Scale: 0-5
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Finding 1: Overall, the assessment of the AML framework in Uganda was that on the
whole, there are only a few institutional and legal framework actions (or attempts
thereof) that have been performed since the enactment of the AMLA in 2013, and it
is largely ineffective. This is hardly surprising given the fact that it was only recently,
in November 2017 (after lots of international pressure), that Uganda was struck off
the list of countries with significant AML deficiencies. That in part accounts for the
comprehensiveness of the AMLA as perceived by government officials interviewed
(who scored it as 5). Banks are also leading other accountable persons when it comes
to investing in effective AML controls. On the other hand, the weakest link in the AML
framework is government institutions themselves, with minimal costs incurred in
investing in effective AML systems. As a result, government agencies have limited
investigative and prosecutor capacity. This underscores the fact that the laws
criminalising ML offences are strong and should be able to act as deterrents of ML of

PEPs - except for the fact that they are hardly implemented.

A review of banks’ AML frameworks

During the review of banks, the author focused on the actual activities that the three
banks sampled currently undertake, rather than merely considering the generic
business names as per FATF (2013, p.7) guidance. To the extent possible, this
research focused on capturing the salient issues enabling or stifling Ugandan banks
in acting as a first line of defence against ML of PEPs, rather than getting bogged
down by granular operational issues that each bank ultimately have to deal with on a
daily basis, as advised by FATF (2013, p.7), the results of which have been

summarised below.
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Table 5: A review of Ugandan banks’ AML Frameworks

Criteria

Bank B

Interviewee 1 | Interviewee 2 | Interviewee 3
Risk Assessment methodology
Fit for bank size, diversity, level of complexity? 2
Well documented and captures all significant risks and vulnerabilities? 2
AML mitigation system
Processes and effectiveness of CDD measures (especially PEPs) 2 3 2
Reporting of suspicious transactions 3
Costs of AML compliance 3 2
Internal control, governance and monitoring systems
Governance/tone at the top 3 2
AML monitoring systems 3 2
Vetting/recruitment/remuneration of AML staff 2 3 3
Assessment of controls 3 3
Training and awareness 2 3 2
Regulatory enforcement of AML Act 2013
Detection and investigation of ML transactions

Prosecution of AML cases

Scale: 0-5

Finding 2: The author established that preventative AML measures in Uganda are

primarily enforced through commercial banks, with limited or no visibility by the FIA

over other DNFBs, OFIls and other accountable persons or sectors. In addition, as
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mentioned above, it is clear that banks in Uganda lead the pack in terms of having
robust AML frameworks, albeit with some gaps. This is however mostly on account of
self-regulation, rather than any input from a regulatory perspective. The best
performing banks are unsurprisingly the international banks, while the regional and
local banks fair modestly. All three banks have significant gaps when it comes to
investing in robust automated ML detection systems, which can often be a game
changer in detecting suspicious transactions. However, when it comes to the
enforcement of specific regulation around PEPs, local, regional and international
banks are largely ineffective, compliance is adhoc at best, and selectively effected,
owing to a host of issues, including influence and power meddling by PEPs, as well as

lack of knowledge and infrastructure to implement KYC.

A review of contextual factors

The author also reviewed some of the structural elements that enable or stifle the
efficiency and effectiveness of any AML framework, e.g. political stability, genuine
commitment by the leadership to address AML issues, an efficient and independent
judicial system, and the maturity and sophistication of the regulatory and supervisory
regime in Uganda (FATF, 2013, p.9). From discussions with all 10 interviewees as
described above, the author was able to code the extent to which contextual issues

affect AML compliance as summarised below.
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Table 6: Contextual factors that play a role in enabling compliance with the Ugandan

AML framework.

Contextual issues

Political stability

Commitment to addressing AML issues

Efficient & independent judiciary

Maturity & sophistication of regulatory and supervisory regime

Level of financial inclusion

Level of corruption

Finding 3: High levels of corruption, low levels of financial inclusion, immaturity and
rudimentary regulatory and supervisory systems, a non-efficient and largely
dependent judiciary, limited commitment by the government to address AML issues
and fairly weak political systems in Uganda are some of the key contextual factors
that hinder the design and implementation of a robust AML framework that can deter
PEPs from engaging in corrupt practices. Whilst it might be intuitive that corruption is
a phenomenon that might affect every aspect of the regulatory environment in
Uganda, the research focused on studying whether or not the AML framework itself is
in some way able to curtail the corruption of PEPs. The findings however, seem to
indicate that corruption itself is a cyclical issue, and any research on measures to curb
corruption would have to take into account causality issues. So, does the AML
framework curtail corruption, or is it yet another avenue through which corruption
can express itself? Of course there are no easy answers to this, but It does seem quite

plausible that the actual enforcement of an AML legal framework inadvertently creates
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avenues through which corruption can rear its head, e.g. the discretion of the DPP to
determine which cases to pursue, often leads to selective enforcement of ML
compliance on political opponents (Interviewee 7 and 8, 2018). FATF does point out
how some of these contextual factors could actually affect the level of compliance

with AML and its overall effectiveness in any country (FATF, 2013, p.7).

Review of the bank PEP risk management frameworks

From the interviews conducted, the author was able to obtain an in-depth
understanding of how the PEP risk management framework is actually implemented

by commercial banks in Uganda as summarised below.

Table 7: Review of banks’ PEP risk management frameworks

Criteria Bank A Bank B

Comment

Comment

Has a PEP risk management
framework

Yes

Yes

Yes 3

Procedures to identify PEPs

Rely on the PEP

Have designed a

Rely on the PEP

at on-boarding to identify
themselves.
Identification of existing No - once a
customers that become customer has
PEPs been on-

boarded and
risk rated, this
is rarely
amended.

comprehensive to identify

form and other themselves.
measures.

Yes - once a No - once a
customer customer has
becomes a PEP, been on-

he may be boarded and
identified as risk rated, this is
such. rarely amended.

Assessment of risk posed
by customers

Some e-delivery
channels, e.g.
credit cards not
covered by the
risk
assessment, as
assessment is
mostly manual
and inefficient
for a bank of
that size.

For the PEPs
identified,
adequate risk
assessment is
done.

For the PEPs
identified,
adequate risk
assessment is
done; itis a
small bank with
relatively few
transactions,
making
mornitoring
easier.
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Comment

PEP due diligence

No source of
wealth is
determined.
Hope the PEP
will disclose his
PEP status,
close
associates and
family. No
controls in
place.

There are no
consistent
ways of
verifying
information
presented by a
custome.

No evidence of
cross-
referencing
information
e.g. a close
relative
disclosing that
the source of
funds is from a

No source of
wealth is
determined.
Hope the PEP
will disclose his
PEP status, close
associates and
family. No
controls in
place. There are
no consistent
ways of verifying
information

presented by a
customer.
No evidence of

Cross-
referencing
information e.g.
a close relative
disclosing that
the source of
funds is from a
known PEP,
resulting in
enhanced due
diligence.

known PEP,
resulting in
enhanced due
diligence.

Approval of PEP relationship | The highest The highest AML Owing to the 4

at executive level AML compliance relatively small
compliance resource is a size of the bank,
resource is a mid-level the top
mid-level manager. Any executives have
manager. Any exceptions are oversight of all
exceptions are merely reported bank
merely in an Executive transactions,
reported in an cCmmittee including those
Executive paper, of PEPs.
Committee periodically.
paper,
periodically.

Enhanced monitoring The automated The automated They use 4
monitoring monitoring automated
systems are systems are not systems. Manual
not robust, so robust so they monitoring is
they mostly mostly rely on also effective
rely on manual manual given the
monitoring. For monitoring. For relatively small
the bank of its the bank of its number of bank
size, this is a size, this is a transactions.
significant significant
weakness. weakness.

Periodic reviews of existing It is done It is done It is done 2

PEPs manually. manually. manually.
Information in Information in Information in
the core the core banking the core banking
banking system system not system not
not cross- cross- cross-
referenced. referenced. referenced.

Many instances
where changes

Many instances
where changes

Many instances
where changes
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Criteria Bank A

Comment

in PEP status
are not
updated in the
system.

Comment

Comment

in PEP status are
not updated in
the system.

in PEP status are
not updated in
the system.
Mitigation is the
personal
relationship the
bank has with
its customers
owing to its
small size.

Overall risk profiling the
bank for its aggregate
exposure to PEPs

Not specifically
done, besides
the customer
on-boarding &
ongoing due
diligence
procedures.

Not specifically
done, besides
the customer
on-boarding &
ongoing due
diligence
procedures.

Not specifically
done, besides
the customer
on-boarding &
ongoing due
diligence
procedures.

Training and education

Training is
dedicated to
compliance
resources.
Bank has
recently
expanded
exponentially.
Front line
relationship
managers and
tellers in
branches
across Uganda
do not receive

Much reliance
on on-the-job
training. No
formal training
and/or
certification of
practitioners in
programmes like
ACAMS.

Much reliance
on on-the-job
training. No
formal training
and/or
certification of
practitioners in
programmes like
ACAMS.

something that
the bank has
dealt with. The
FIA has also
not given
guidance on
the same.

Including of declassification
of PEPs for approval for
senior management of the
bank

As above

something that
the bank has
dealt with. The
FIA has also not
given guidance
on the same.

regular
training.
Human resources and Only four Adequate Adequate
systems committed to AML dedicated resources. resources.
compliance resources and Automated Automated
an automated system is still system is still
AML system not real-time, an not real time, an
that is prone to important important
glitches and requirement in requirement in
generating flagging flagging
many false suspicious suspicious
positives. transactions transactions
when they when they
occur. occur.
Mitigated by
having a
relatively small
number of
transactions to
review.
PEP declassification This is not This is not This is not

something that
the bank has
dealt with. The
FIA has also not
given guidance
on the same.

As above

As above




Criteria Bank A

Comment

Screening of PEPs by
customer facing staff

Yes. However,
they are often
not trained to
identify them.
Even if they do,
itis not
guaranteed
that they will
pass this
important
information on
to compliance
officers for risk
rating
purposes.

PEP list provider

Rely solely on
World Check,
an outsourced
vendor, which
is not adequate
for local and
regional PEPs.

PEP screening methodology,
rule setting and tuning

PEP screening
methodology is
fairly good.
However, it is
not well tuned
and generates
many false
positives. The
bank is
planning to
procure a more
robust system.
There is no
universally
recognised
identification
criteria. The
national ID
programme
database is yet
to be shared
with banks for
positive
identification
of citizens.

Govt. issued PEP lists?

None provided
by the IGG or
FIA.

In-house developed PEP
database

None.

Filing of STRs to the FIA

Yes.
It is done.
Several STRs

Comment Score | Comment Score
Yes. However, 2 Yes. However, 3
they are often they are often
not well trained not trained to
to identify them. identify them.
Even if they do, Even if they do,
itis not itis not
guaranteed that guaranteed that
they will pass they will pass
this important this important
information on information on
to compliance to compliance
officers for risk officers for risk
rating purposes. rating purposes.
The bank has
only two
branches and
relatively few
customers who
can be easily
screened at on-
boarding and
periodically.
Rely solely on 3 Rely solely on 3
World Check, an World Check, an
outsourced outsourced
vendor, which is vendor, which is
not adequate for not adequate for
local and local and
regional PEPs. regional PEPs.
PEP screening 3 PEP screening 3
methodology is methodology is
good. good. Itis
There is no complemented
universally by effective
recognised manual
identification screening
criteria. The procedures,
national ID adequate for a
programme bank of its size.
database is yet There is no
to be shared universally
with banks for recognised
positive identification
identification of criteria. The
citizens. national ID
programme
database is yet
to be shared
with banks for
positive
identification of
citizens.
None provided None provided
by the IGG or by the IGG or
FIA. FIA.
None None
Yes. 4 Yes.

It is done. Less
than 5 STRs are
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Criteria Bank A Bank B

Bank C

Comment Score | Comment Comment Score
are filed per It is done. filed per month,
month. Several STRs are which is

filed per month.

Response from FIA on STRs

Often clear the
suspicious
transaction
within a few
days, without
evidence of
conducting
further
procedures.

Often clear the
suspicious
transaction
within a few
days, without
evidence of
conducting
further
procedures.

Asset disclosure systems

None.

Whilst the
government
collects such
information, it
still considers
it as classified,
not shareable
with financial
institutions.
There has been
push back from
PEPs
concerning this
requirement.

None

Whilst the
government
collects such
information, it
still considers it
as classified, not
shareable with
financial
institutions.
There has been
push back from
PEPs concerning
this
requirement.

Requirement for foreign
PEPs to submit asset
disclosures (for countries
where it is done?)

No

No

No

No

Use of open sources to No
gather source of wealth of a
PEP e.g. land registries
Reasonability rather than No
expected wealth tests done
for all PEP disclosures
(FATF,2013, p.21)
Customer-self declaration Yes.
Bank relies

mostly on self-
declaration of a
person as a
PEP.

Yes.

Bank relies
mostly on self-
declaration of a
person as a PEP.
It however has a
form where it
requires PEPs to
provide written
declarations.
Subsequently,
any falsities
detected could
result in the
account being

expected for the
bank of its size.

Often clear the
suspicious
transaction
within a few
days, without
evidence of
conducting
further
procedures.

None

Whilst the
government
collects such
information, it
still considers it
as classified, not
shareable with
financial
institutions.
There has been
push back from
PEPs concerning
this
requirement.
No

No

No

Yes.

Bank relies
mostly on self-
declaration of a
person as a PEP.
However, owing
to the size of
the bank, it is
able to
personally
profile all its
customers and
correctly identify
who a PEP is
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Criteria Bank A Bank B Bank C

Comment Score | Comment Score | Comment Score
terminated, and
funds frozen.
Have electronic monitoring Yes. 2 Yes. 2 Yes. 4
systems that can monitor However, the However, the System is robust
transactions on a regular system is not system is still and suitable for
basis robust, does not real time, its size, and
not screen and and can flag level of
generate transactions that transactions.
exceptions in already occurred
real time. sometimes
The bank is in months after
the process of they have
trying to occurred.
procure
another
system. As
such, there is
heavy reliance
on manual
controls.
Can the system fully link No. No. No.
CDD information to an The system The system does The system does
electronically monitored does not have not have not have
system? features that features that can features that can
can link link transactions link transactions
transactions and clients to and clients to
and clients to other accounts, other accounts,
other accounts, using unique using unique
using unique identifiers. identifiers.
identifiers.

The findings tabulated above have been expanded on below
Finding 4: No clear definitions of PEPs, use of an RBA or PEP lists to profile them

Identification of PEPs is at the heart of unearthing any grand corruption schemes, in
which public officials use their positions of influence to enrich themselves at the
expense of the public at large. Banks are key in identifying any forms of corruption,
whether in the public sector or private sector through their KYC during client on-
boarding (Wolfsberg Group, 2017, p.1). As such, they act as a first line of defence.
Whereas the Wolfsberg’s Group argues that an RBA should be applied in identifying
both local and domestic PEPs, the FATF guidance stipulates that all PEPs, local or
foreign, should be classified as high risk (FATF, 2013). In Uganda, it would be most

prudent to classify all PEPs, foreign and/or domestic alike, as high risk, since they
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account for up to 90% or more of the laundering of proceeds of corruption, and the
predicate offences thereof (Interviewee 10). However, herein lies the actual
predicament of this well-intended standard, since there is still no substantive
definition of a domestic and/or foreign PEP, either in the AMLA and/or FATF guidance.
Without a substantive definition, it is onerous at best to enforce such an important
legislation. In Uganda, local banks requested the FIA to give them clear guidance on
who a PEP is, as well as provide them with PEP lists. However, the FIA declined to
honour these requests on account of it not being one of their core mandates
(Interviewee 10). In addition, the banks that were reviewed requested IGG to provide
them with PEP lists as well as registers of declaration of wealth by each public official.
However, the IGG declined to provide this information, on the premise that it is not
‘public information’ (Interviewee 10). This invariably demonstrates the tension at the
heart of the AMLA and its potential to be a corruption game changer, if the spirit of
the law was actually enforced - with its promise of enhanced transparency and

accountability.

In fact, the Wolfsberg Group recommends that the FATF encourage its members,
associates and regional bodies to publish lists of PEPs including senior government
officials, prominent politicians, holders of public functions, as well as their associates
and family since they are best placed to do so (Wolfsberg Group, 2017, p.4). The FATF
is of the same school of thought, contrary to the stance of the FIA. The Wolfsberg
Group goes on to recommend that in the event that the government does not wish to
publish such lists, there should be considerations to make them available to
regulatory and supervised bodies such as banks, in order to support the common goal
of combatting grand corruption and related financial crimes whilst mitigating the risks
that financial systems bear by banking PEPs (Wolfsberg Group, 2017, p.4). Similarly,

the IGG, Uganda’s foremost anti-corruption fighting body’s refusal to bow down to
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pressure, to share such lists with commercial banks, on the premise that it is not
public information (Interviewee 3, 8 and 10). This is a subtle, yet significant indicator
of the limited political will that the country has in tackling corruption, especially where

it counts.

However, the FATF (2013, p.16) acknowledges that there are some issues associated
with governments issuing PEP lists, since it is difficult and costly to maintain their
pertinence and accuracy. This could also result in complacency of banks, who might
choose not to look any further than the lists themselves in identifying PEPs.
Nevertheless, FATF acknowledges the usefulness of any government providing lists of
functions and positions, which may not change much overtime, and can give banks a
good indication of which persons might be a PEP based on the office and function that
they occupy (FATF, 2013). Furthermore, it can also be helpful for any bank to clearly

define a PEP for purposes of KYC and ongoing due diligence (ODD).

Whilst the FATF recommends that all PEPs should be treated as high risk individuals,
in practice, this would be a very wide group, the limits of which would be onerous. In
a country like Uganda with institutional capacity issues, banks would struggle and
probably altogether fail to track PEP activities. Even if Ugandan public officials at any
level (from LC1 to the Head of State), can technically be involved in corrupt practices,
and use the banks to launder the proceeds, an RBA - as suggested by Wolfsberg -
would ideally enable the bank to focus its minimal resources pragmatically on
profiling PEPs with the most influential and sensitive roles where they can influence
policies, operations and government resource allocation (Wolfsberg Group, 2017,

p.2).
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Finding 5: No specific criteria used to identify the riskiest PEPs

As per the Wolfsberg Group (2017, p.3) guidance, in identifying the PEPs that would
pose the highest risk to the respective banks, the relevant factors to review could
include the following, none of which were used as criteria to design EDDs for PEPs,

their close associates, and relatives in the three banks reviewed, without exception:

e Requisite seniority and/or influence/importance,;

e Assessment of the political and legal system to inform the screening process
itself;

e The country and/or entity’s vulnerability to corruption (that he or she
represents);

e The person’s official designation (whether it is honorary, salaried or political in
nature);

e The level of authority the individual wields over government programmes or
other officials and whether this role affords the person undue access to
government resources or ability to award significant tenders; and

e Whether the person is attached to industries that are particularly prone to
corruption, e.g. ministry of works (that executes multi-million-dollar

infrastructure projects), UPF, BOU, etc. (Wolfsberg Group, 2017, p.3)

Finding 6: Non-identification of entities associated with PEPs

There are also instances where a PEP may be associated with companies, trusts or
joint accounts, which would ideally heighten the risk associated with those products.
In addition, the banks should consider reputational and other risks and not only the
financial risk of a PEP for KYC and EDD purposes (Wolfsberg Group, 2017, p3).
However, the author established that none of the banks reviewed considered any of

these factors in determining whether EDD and/or ODD need to be applied on these
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entities and products, for the purpose of profiling PEPs. The Wolfsberg Group
recommends that if the ultimate beneficial owner' of a trust, personal investment
company, foundation, operating company and/or other entity account is a PEP, they
should also be subjected to the control framework of a PEP, as highlighted above

(Wolfsberg Group, 2017, p.3).

Finding 7: Non-use of automated solutions to match PEP accounts to associates

Similarly, none of the banks reviewed had automated solutions that are able to match
a base account of a PEP to other unique identifiers of associates, either within the
bank itself or industry at large, making it difficult for them to actually track potentially

suspicious transactions involving PEPs.

Finding 8: No universally accepted forms of identification

Furthermore, Uganda still has no universally accepted forms of identification. Multiple
identifications can be provided by a PEP and his associates to the bank, during account
opening, none of which can be validated and/or matched with existing records of
other related accounts. Even if the National Identification Registration Agency (NIRA)

started issuing national IDs more than three years ago, it still had not yet consolidated

10 ”"Beneficial owner refers to the natural person(s) who ultimately (1) owns or controls a
customer (2) and/or the natural person on whose behalf a transaction is being conducted. It
also includes those persons who exercise ultimate effective control over a legal person or
arrangement.

[1] Reference to “ultimately owns or controls” and “ultimate effective control” refer to
situations in which ownership/control is exercised through a chain of ownership or by
means of control other than direct control.

[2] This definition should also apply to beneficial owner of a beneficiary under a life or
other investment linked insurance policy.” (FATF Glossary, 2018).
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and made these databases available to banks and other accountable persons for KYC

purposes, by the time of completing this research.

Finding 9: No political will to bring to book PEPs involved in fraud and ML - with

an adverse impact on the Ugandan Financial system

Recent cases of fraud, ML and mismanagement of banks involving PEPs have
significantly weakened the Ugandan financial system, resulting in the collapse of
Crane Bank (one the largest indigenous banks). There seems also to be limited
political will to hold the culpable PEPs and banks complicit in these dealings

accountable for their actions as demonstrated in case studies 1 and 2 below.

Case Study 1: Head of bank supervision at BOU’s involved in ML through the very

banks she was charged to oversee

To demonstrate the importance of the employing a robust framework to identify and
monitor transactions of prominent PEPs, a case came to light in March 2017, when
the accounts of Ms Justine Bagyenda, the then-Director of bank supervision at BOU,
were leaked to the press by staff of Diamond Trust Bank (DTB) and Barclays Bank
Uganda (BBU). The transactions on the leaked accounts were indicative of the fact that
Ms Bagyenda had stashed away billions of Ugandan shillings. She was also depositing
huge sums of money every month, in fixed deposit accounts, many times in excess
of her officially declared sources of income. Since March 2018, there has been a media
frenzy over the leaked information, with further details concerning her ownership of
various properties in and around Kampala coming to light. This prompted the
Governor of BOU to drop her, prior to her scheduled retirement. Whilst both DTB and
BBU issued a public apology to Ms Bagyenda for the leaked information and the

embarrassment it caused her, they did not explicitly address the issue of the fraud or
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ML issue itself. They also mentioned how they would pursue criminal charges against

the staff members who had leaked the information to the media (Draku, 2017).

Since then, there has been a public outcry to have Ms Bagyenda investigated. After
concerted public pressure, the IGG finally came out to declare that Ms Bagyenda was

now under investigation.

However, shortly after this announcement, Ms Bagyenda was appointed to the board
of the FIA - the same organisation that was investigating her for ML. This move was

met with much surprise and public outcry (Ahabwe, 201 8).

In local media it was reported that “a number of legislators have declared ‘war’ on
Justine Bagyenda’s appointment to the Financial Intelligence Authority (FIA), the same

institution that had previously investigated her source of money.

Bagyenda is a former executive director Bank of Uganda in charge of supervision.
She was relieved of her duties sometime early this year by the Governor Central Bank.
The MPs led by John Baptist Nambeshe who represents Mangiya County on Thursday
said it would be wastage of tax payers’ money for Parliamentary Appointments
Committee to approve Bagyenda’s appointment. She was assigned by Ministry of
Finance and Economic Planning. However, the line minister Hon Matia Kasaija came
out to disclose that her assignment was in error. After her sacking, authorities
established that Bagyenda had Ush 20 billion stashed on her bank accounts. ”
(Nabbada, 2017). Another media outlet even suggested that Ms Bagyenda’s
transactions bore several hallmarks of money laundering by moving large sums of

money from DTB to BBU, and finally to Centenary bank, in 47 regular but small

transactions, before altogether withdrawing it immediately (Earthfinds, 2018).
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Furthermore, it was the experience of one AML control officer that Bagyenda had
made a practice of using the head of compliance in bank B as her personal relationship

manager, in order to ensure that any transactions that would potentially raise ML

red flags were dully authorised to go through the banking system without any further
questions. This is a clear case of PEPs’ abuse of their influence and power, in

overriding the bank’s internal control systems (Interviewee 2).

Another issue that comes to light is the treatment of the whistle-blowers that brought
the case to light. The manner in which they were summarily dismissed demonstrates
the fickle nature of whistle-blowers’ protection in the event that they report issues

that are considered to be of public interest - especially those of a corrupt nature.

It must be noted that to date, no supervisory or law enforcement body has taken any

action against the banks involved in this scam.

Case Study 2: PEPs’ use of own bank to commit fraud and launder money

In another unprecedented case in the Ugandan banking history, more than 12
individuals, including Mr Sudhir Ruparelia (one of the wealthiest individuals in East
Africa, and the main shareholder of Uganda’s 4" largest bank, Crane Bank), are to be
indicted in a Ush 400 billion lawsuit. In the lawsuit, BOU is demanding money from
Mr Sudhir, that he allegedly fraudulently siphoned from the bank (Sserunjoji, 2017).
The bank itself was placed under receivership and was subsequently taken over by
DFCU bank. Several corruption, ML and related charges have been levied against the
individuals under the Uganda Financial Institutions Act, Penal Code Act, AMLA and the
Anti-Corruption Act (Sserunjoji, 2017). A PWC-issued investigations report stated that

“As a Director, major shareholder, vice chairman and generally as a person that
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exerted the greatest control over the Bank, Mr Ruparelia concealed his true

shareholding in the Bank; he oversaw the irregular transfer of the

bank’s branches to MIL; he benefitted from irregularly declared dividends, ‘due’ to
White Sapphire; he conspired with others to embezzle/cause financial loss to CBL by
use of cash extractions from Interdico, Al and TA; he was instrumental in the approval
of credit facilities for related companies and associates, when there was no intention

the loans would be repaid; and he failed to disclose his interests.” (Sserunjoji, 2017)

Furthermore, BOU accused Mr Sudhir and Meera Investments Limited (MIL) of “fleecing

the then Crane Bank of billions of shillings in fraudulent transactions and invoices”.

“The Central Bank accused him of fraudulently transferring the bank’s assets into his
personal ownership and lending to himself from the bank’s capital and later writing
off the debts as bad loans. He is further accused of fraudulently taking out U$92.8m
(around Ush 334 billion) and another Ush 8.2 billion of depositors’ money from Crane
Bank for personal gain.” (Wesaka, 2017). This was confirmed by a senior official in the
supervision department, at BOU (Interviewee 9). Some of the key bank customers
included top businessmen and PEPs in Uganda, some of whom were transacting in the
oil and gas industry in South Sudan (Wesaka, 2017). It must also be noted that Mr
Sudhir, by virtue of having a majority stake in the Munyonyo Commonwealth Resort
(with GOU), is a PEP, owing to his association with this business and other dealings

with the current regime in Uganda.

Once DFCU Bank took over the portfolio of Crane Bank, several PEPs decided to close
their accounts in the latter’s bank due to the rigor with which they enforce the AML
framework - moving their assets to other more tolerant banks (Interviewee 1).
Unsurprisingly, the public is faulting BOU for giving Crane Bank a clean bill of health,

year on year, in its ongoing bank supervision reports, until it collapsed. There is
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currently a public outcry to hold BOU officials severally culpable for overseeing the

material irregularities at Crane Bank.

At the helm of bank supervision during this period was the Executive Director, Ms
Bagyenda, whose questionable dealings have been highlighted in Case Study 1. At the
time of finalising this thesis, both cases were still under investigation and/or before
the courts of law. These two cases clearly demonstrate the enforceability of the rule
of law in Uganda, political will in dealing with corruption and AML alike, impartiality
of the judicial system and the strength of the institutions overseeing the AML and
anti-corruption frameworks. So far, there is little or no progress on both cases. Their
adverse impact on the Ugandan financial system are a reality check on the actual state
of affairs of corruption control, as well as a stark reminder of its adverse

consequences.

Finding 10: Banks have no systems to identify associates and close family

members of PEPS

It is not uncommon for PEPs to use close family members or associates to launder
proceeds of corruption. In a country like Uganda, with institutional challenges, in
enforcing the ML framework, this is perhaps the one requirement that banks struggle
the most to implement - if at all. In fact, none of the three banks that the author
reviewed had put in place any internal control systems to try to establish close
relationships of account holders in the bank, including elusive products like children’s
saving accounts (Interviewees 1, 2 and 3). Whilst the Wolfsberg Group recommends
that EDD should normally be applied to these persons, it should not be necessary to
always classify them as PEPs themselves, since they are not the holders of the public
office (Wolfsberg Group, 2017, p.4). However, in Uganda, where PEPs account for a

significant portion of laundered funds (Interviewee 10), it would be prudent to strictly
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maintain all identified close family and associates of high risk public officials as high
risk individuals (or PEP accounts). This would act as a deterrent, by making each PEP
wary of the fact that illicitly obtained funds can indeed be traced back to them, even

if close associates and third parties are used to launder them.
In addition, none of the banks - A, B or C - clearly define a PEP as including:

e “Direct family members: their children and their spouses, parents and the
siblings of the PEP” (Wolfsberg Group,2017, p.4);

e “Close Associates: will include a PEPs widely- and publicly-known close business
colleagues or personal advisors, in particular persons acting in a financial
fiduciary capacity” (Wolfsberg Group, 2017, p.4). However, separation e.g.
divorce, estrangement, end of business dealings and other such issues might
imply that EDD on such persons ceases (Interviewee 1, 2 and 3), which is not

included in policies and guidelines of banks A, B or C.

In a Ugandan cultural context, in-laws, cousins and friends could constitute a close
enough group of associates, over and above what is strictly defined by FATF, which
should ideally be included in the PEP list, as recommended by the Wolfsberg Group
(2017, p.4). However, none of the three banks reviewed had clear enough policies on
associates that captures the risks that close family members and associates pose
(Interviewee 1, 2 and 3). This is exacerbated by the fact that there are no available
databases and/or registers in Uganda that can be used to verify the authenticity and
completeness of information on close family members and associates. Furthermore,
the author established that none of the banks reviewed had robust enough systems
that can match information provided by PEPs at various different points, with other
customers, company accounts, etc., in such a manner that information availed can be

cross referenced for authenticity and/or for hidden patterns (Interviewee, 1, 2 and 3).
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Finding 11: There are no databases or registers that can be used to conduct

effective financial and other intelligence across the financial services industry

The FIA is yet to obtain automated systems that can be used to analyse STRs and
LCTRs for ML patterns, across the banking industry (covered in detail in the next
section). All bank interviewees agreed that there is indeed no way that they can verify
information that is volunteered by PEPs, and that they take it wholly, without querying
it e.g. ID, wealth etc. (Interviewee, 1, 2 and 3). The author argues that the only way to
positively identify and monitor PEPs, and their close family and friends is through
designing very deliberate policies, investment in robust infrastructure and
enforcement mechanisms. Otherwise, an almost casual enforcement of AML laws with
respect to PEPs might not yield much, in the way of mitigating the predicate offence
of corruption. The Wolfsberg Group also points out that unlike prominent PEPs, the
reputational risk associate with close family friends and associates of PEPs may not
be easy to decipher at the point of conducting customer on-boarding and ODD

procedures (Wolfsberg Group, 2017, p.5).

Finding 12: Banks lack systems to effectively KYC foreign PEPs

FATF defines a foreign PEP as a person who has been entrusted with a prominent
public office by a foreign government or international organisation. This includes their
family members and associates (FATF, 2013, p.5). Recommendation 12 of FATF
requires banks to have appropriate robust systems to determine whether a customer
is a PEP, and to conduct EDD procedures, when they are doing business with them.
The AMLA had gaps with respect to foreign PEPs. As a result, it was amended in 2017,
to cover international organisation PEPs. Even then, being a new requirement, it is yet
to be tested in practice. Foreign PEPs may pose a higher risk of ML than domestic PEPs
and should ideally be screened as carefully as local PEPs. For example, in Uganda,
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almost 100% of ML cases involving foreign persons have been positively identified by
the FIA as foreign PEPs - especially from the volatile oil-rich South Sudan (Interviewee

10).

Currently, Uganda has no mechanism of positively identifying foreign PEPs, their
family members and associates. It is also unable to track their business dealings in
and around the country including major asset acquisitions like land and real estate,
among others (Interviewee 10). In fact, the foreign PEPs from South Sudan have
become so problematic that they currently make up a significant portion of all
laundered funds through Uganda’s financial system (Interviewee 10). In one example,
from Interviewee 4, an international organisation PEP asserted that she is neither
classified as a PEP by her bank, nor has she ever been requested by the bank to update
any of her records. To demonstrate the AML weaknesses with her bank, she narrated
how her organisation, headquartered in Switzerland, once transferred up to Ush 2
billion to their operational account - representing double the usual monthly cash
requirements of Ush 800 million to 1 Billion. She was surprised when the significant
transaction was duly processed without any questions asked; the kind of transaction
that should have been routinely flagged by the bank as suspicious (Interviewee 4). In
fact, all the banks reviewed (local, regional and international) have limited or no way
of authenticating information provided by foreign PEPs, assessing reasons why they
would want to open accounts in countries other than their home countries, and/or if
their respective countries restrict them from doing so or not (Interviewee 1,2 and 3).
The author established that while all the banks reviewed use internationally
recognised databases for profiling PEPs, like World Check, such International KYC
companies often do not profile local and regional PEPs that would pose the largest
risks to the local banking system in Uganda, leaving banks vulnerable (Interviewee 1,

2 and 3).
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Finding 13: Banks do not test their exposure to local and foreign PEPs

The author interviewed respondents from bank A, B and C in order to establish
whether the three-step approach of determining whether a client is a foreign,
domestic or international organisation PEP, was in line with recommendation 10 and

12 (FATF, 2013, p.6) as summarised below.

TABLE 8: Determination of a PEP by banks

FATF recommendations Bank A

(FATF,2013,p.8)

Interviewee 1 Interviewee 2 Interviewee 3

Step 1: Does the bank apply Yes Yes Yes
CDD measures on foreign and
domestic PEPs in line with
recommendation 10 & 12?

Step 2: Does the bank apply Yes. EDD procedures are | Yes. EDD procedures Yes. EDD procedures
appropriate risk management applied for all PEPs are applied for all PEPs are applied for all PEPs
systems to determine whether including foreign PEPs. including foreign PEPs. | including foreign PEPs.

a customer is a PEP or their
associates in line with
recommendation 12?

Step 3: Does the bank apply Yes, but only to the Yes, but only to the Yes, but only to the
EDD procedures on all foreign extent that the PEP extent that the PEP extent that the PEP
PEPs? positively identifies positively identifies positively identifies
himself. The bank has himself. The bank has himself. The bank has
no capacity to positively no capacity to no capacity to
identify a customer as a positively identify a positively identify a
foreign PEP. It also does customer as a foreign customer as a foreign
not use any open source | PEP. It also does not PEP. It also does not
data or information use any open source use any open source
provided at on-boarding | data or information data or information
to identify customers as provided at on- provided at on-
foreign PEPs. boarding to identify boarding to identify
customers as foreign customers as foreign
PEPs. PEPs.

Whilst the FATF guidance on recommendations 12 and 22 indicates that foreign PEPs
should ideally be riskier than domestic PEPs (FATF, 2013, p.6), the author established
that all the banks reviewed treat all customers the same way when on-boarding them.
Once identified as a PEP, they are typically required to perform EDD procedures. This
is appropriate if the contextual factors discussed above are to be considered. In
reality, without a clear definition of a PEP, coupled with limited resources and systems

to perform EDD procedures and/or authenticate documentation availed by both
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foreign and domestic PEPs, it becomes almost ipossible for the bank to conduct
effective EDD procedures on the riskiest customers, holding key positions in Uganda’s
neighbouring countries, e.g. those with prolonged conflicts like DRC, South Sudan

and Burundi.

In addition, the author ascertained from his discussions with interviewees 1,2 and 3
that neither of the banks as part of their KYC reviews on PEPs do the following,

recommended by FATF (2013, p.7):

1) Test to ascertain whether the bank is more vulnerable to local, compared to
foreign PEPs. Interestingly, bank A, a local bank, had significantly more PEPs
than Bank B and C (International and regional, respectively). However, bank A
does not specifically test its exposure to local versus foreign PEPs; and

2) Most banks in the Ugandan market do not have systems to positively match
customer information across products, potential associates, family members
and/or intermediaries as discussed above. In addition, KYC procedures for
intermediaries are not reviewed closely in order to determine whether they
represent PEPs or not (Interviewee 10), a requirement under recommendation

12 (FATF, 2013, p.10).

Finding 14: Organisations controlled by PEPs and associates not identified for

EDD purposes

Similarly, whilst organisations controlled by PEPs, their close family members and
associates might be used by PEPs to launder proceeds of corruption, these kinds of
risks are generally not considered at the customer on-boarding stage by banks for

EDD procedures (Interviewees 1, 2 and 3). However, as pointed out by the Wolfsberg
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Group, this risk is particularly heightened in instances where the organisation e.g. a
trust fund, is set up solely for the benefit of the PEP. Other entities like publicly-listed
and other well regulated/governed entities may actually be able to mitigate such risks
(Wolfsberg Group, 2017, p.6). In the case of Uganda, the author points out that from
his experience auditing various entities, even when there are semblances of good
governance and other mitigating factors, the risk of override of entity controls
remains particularly high, as demonstrated from case 1 and 2 involving Ms Bagyenda,
director of bank supervisions'' and Mr Sudhir'?, the main shareholder in the defunct
Crane Bank. As highlighted above, without the requisite tools by Ugandan banks to
positively match information across customer accounts and the financial sector in
general (Interviewees 1, 2 and 3), it is almost impossible to consistently detect any

ML attempts by PEPs using PEP-controlled organisations.
Finding 15: PEP control of public sector entities not considered for KYC purposes

While there will always be a risk that PEPs who hold key leadership roles in public
entities could use them to their corrupt end, this may not always be the case,
especially if they only act in their official, rather than private capacity. However, there
are circumstances when the entity poses a genuine PEP risk, especially in instances
where close family members of the Head of State are named to key public offices
(Wolfsberg Group, 2017, p.6). In Uganda, this is of particular concern since President
Museveni has on several occasions - since seizing power in 1986, appointed members
of his own family to key public offices. As at the time of writing this thesis, the

following family members of Museveni held key public offices:

11 See Case Study 1 above on “Bagyenda-former Director of Supervisions at Bank of Uganda”.
12 See Case Study 2 above on “Sudhir Ruparelia-Crane Bank”.
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e Janet Museveni-first lady, who is also the Ugandan minister of Education and
Sports;

e Sam Kuteesa, Foreign Affairs Minister and a father in-law of President
Museveni’s son (Major General Muhoozi);

e Major General Muhoozi, Senior Presidential advisor to his father, President
Museveni; and

e General Salim Saleh, Senior Presidential Advisory on security (Eagle online,

2017).

In the author’s experience, the official roles of the relatives of president Museveni are
often only a small part of the actual roles that they play. For example, Major General
Muhoozi’s role extends to the protection of the strategic oil-rich Albertine region
where oil is expected to start flowing in 2021. Recently, concerns were raised around
the securisation, militarisation and personalisation of the oil-rich Albertine region,
which is controlled by a Special Forces unit headed by Major General Muhoozi, the
son of President Museveni. Some drilling sites are also manned by Saracen Security
Company, which is owned by Museveni’s young brother, Gen Salim Saleh (Alstine, et
al., 2014, p.54). However, none of the Interviewees indicated that EDD procedures are
extended to public entities associated with close family members of the president
(Interviewees 1, 2 and 3). As such, none of the strategic institutions connected to
close family members of President Museveni, including security, defence, Ministry of
Education and oil mining have their respective accounts marked as high risk for EDD

procedures.

To further demonstrate this issue, the author’s experience has been that President
Museveni has a reputation of giving donations and financial pledges to Ugandan

citizens in his private capacity, which are subsequently settled using public funds.
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Ugandans in general, will rarely if ever question around whether the funds to make
good on the pledges and donations are from private or public sources. In fact, there
is limited or no clear separation between the use of public and private funds by the
Head of State, which compounds a corrupt culture (Interviewees 4 and 5). However,
the practicalities of enforcing EDD requirements on entities controlled by close family
members and associates of the president in the current political landscape is

questionable, at best.

Finding 16: No guidance on PEP declassification provided by the FIA or
considered by banks

PEP declassification is a new un-tested area of the Ugandan AML framework, and the
FIA has not yet given guidance on how it should be done. It is certainly difficult to
determine at which point a PEP could cease to be influential. For example, a time
period of declassification, e.g. three years in Mauritius, may not suffice, especially if
the PEP is a former head of state (Interviewee 10). Whilst the Wolfsberg Group is aware
that there are some circumstances where maintaining a customer as a PEP indefinitely
is warranted, it does not believe in the concept of “once a PEP, always a PEP”,
perceiving such an approach to be inconsistent with the RBA of managing ML risks
(Wolfsberg Group, 2017, p.8). The Wolfsberg guidance on PEP declassification is
particularly useful for unpacking this contentious issue. For example, it requires a
bank to consider the inherent corruption risk in the country, the position that a PEP
held and its influence, the length of time the PEP was in office and likelihood of return,
how politically connected they remain, amongst other criteria (Wolfsberg Group,

2018, p.9).

The Wolfsberg Group understandably points out how the framework for dealing with

PEPs pre-dates FATF’s introduction of an RBA and should bring it on board (Wolfsberg
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Group, 2017, p.12). The author argues that whilst such an approach might suit
countries with institutional capacity to positively identify, monitor and mitigate the
ML risks associated with PEPS, for countries like Uganda with limited institutional
capacity, the real impact of laundering of proceeds of corruption is still mostly
unknown. As such, it would be prudent to consider PEPs as a high-risk category for a
couple of years, until the country has developed the institutional capacity to deal with

the risks that they pose, decisively.
Finding 17: Staff training on AML by banks is largely ineffective

From interviews held with employees of banks A, B and C, it was clear that periodic
training of AML staff is done, which is positive. However, these training sessions are
often done on an adhoc rather than scheduled, periodic basis. For example, in
international bank B, there is limited face-to-face training (if at all) using case studies,
to help staff understand how to deal with PEPs (Interviewees 1, 2 and 3). Instead, a lot
of reliance is placed on skills-transfer during on-the-job training by more experienced
staff, who are usually not qualified themselves (Interviewee 2). This is in contrast to
FATF recommendations, which state that staff training at banks should incorporate
effective ways of helping staff to understand, deal with and remediate risks associated

with PEPs, including incorporating up-to-date real-life case studies (FATF, 2013, p.16).

Finding 18: Use of International commercial databases for KYC purposes is

largely ineffective for the Uganda and East African regional context

Whilst commercial databases are usually costly to subscribe to, the author established
that all the banks reviewed use some form of commercial databases - in particular

World Check - to profile PEPs and to identify and flag suspicious transactions related
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to sanctioned PEPs. However, all interviewees acknowledged that this database is not
necessarily comprehensive in tracking the activity of local and regional PEPs
(Interviewees 1, 2 and 3). FATF clearly points out the issues with such databases,
including the fact that they are not necessarily comprehensive and their definition of
a PEP may not necessarily align with the definition used locally in Uganda. In addition,
the local banks may not fully understand the parameters against which the database
is mapped and its technical abilities. For example, it may altogether exclude particular
groups of PEPs, including District Resident officials (DRCs), who are influential in
Uganda, but may not be considered senior enough for inclusion in international PEP

lists.

Such databases also rely on matching unique identifiers like names, which are
susceptible to transliterations and misspelling, resulting in many false positives or
negatives (FATF, 2013, p.15). As such, with the use of this one tool, bank A, B and C
effectively “outsource their risk assessment” without understanding whether these
international KYC companies indeed meet their local needs or not. All interviewees
agreed that there seem to be no local or regional alternatives (Interviewees 1, 2 and
3). To that end, all banks reviewed largely rely on correspondent banks, international
shareholders and parent companies to tap into the entire spectrum of international

instruments to manage ML/TF risks (FATF, 2013, p.16)
Finding 19: No in-house databases used for PEP KYC purposes

Similar to international databases, the author ascertained that none of the banks
reviewed have developed in-house databases of PEPs. They rely on different sources,
e.g. internet, local press coverage of adverse activities of potential PEPs on an adhoc
basis (Interviewees 1, 2 and 3). It must be noted that such databases, much like
commercial ones, are costly to maintain and to keep up-to-date.
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Finding 20: PEP resistance to declare assets and sources of income to banks for

KYC purposes

Furthermore, GOU requires all PEPs to declare their assets before taking up
government positions, without exception, which are filed with the IGG. However,
despite pressure from banks, the IGG has still declined to share this information with
the respective financial institutions and DNFBs, on the premise that it is not public
information. There has also been much resistance by PEPs to provide banks with this
information for KYC purposes, including outright refusal and/or attempts to
compromise senior officials of the FIA, to waiver such requirements, even if they are
now a legal requirement, under the AMLA (amendment of 2017) (Interviewee 10) While
such declarations may have some inherent weaknesses, such as risks of false self-
disclosures, incomplete information, foreign criteria deferring from domestic criteria

for defining PEPs (FATF,2013, p.17), they are still invaluable, for profiling PEPs.

In addition, all the banks reviewed do not use open source information e.g. land
registries, company registers etc., as part of their KYC procedures to determine or
confirm wealth declared by PEPs (Interviewees 1,2 and 3). Another interesting issue is
that often, PEPs in Uganda are expected to be wealthy by virtue of the positions they
hold and the access that they may have to public funds. In reality, these PEPs tend to
hold huge amounts of money in the bank (for example, interviewee 3 confirmed that
most PEP customers in bank C have significant bank balances and transactions). This
is not withstanding the fact that the official government salary scales that are
published in the local press from time to time are often significantly below market
rates, for similar roles in the private sector. This knowledge alone should raise (but
sadly doesn’t) the suspicion of any vigilant ML officer once they see a local PEP

transacting with huge amounts of money. To that end, FATF advises that when
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researching the source of funds, banks should focus on what can reasonably be
explained, rather than what could be expected. Otherwise, misclassification of the

risks that a PEP poses to a bank may easily result (FATF, 2013, p.13).

Finding 21: Banks’ full reliance on PEPs self-declaration at on-boarding stage

The author established that all the banks reviewed rely, to a large extent, on customer
self-declaration of their status as PEPs, effectively shifting the burden and
responsibility of identification of PEPs to the customer (Interviewees 1, 2 and 3) as
highlighted in table 8 above. One of the most obvious weaknesses with this strategy
is the fact that PEPs may not even be aware that they indeed fit the definition of a PEP
as prescribed in the AMLA (FATF, 2013, p.18). The only exception is international
bank B, which goes a step further to require a PEP or any other customer to make a
written declaration of PEP status. If it is subsequently detected that the disclosures
were false, the customer could risk having their account frozen, suspicious
transactions reported, and/or accounts being closed (Interviewee 2). To counter the
issues of self-declaration, FATF suggests that competent staff should obtain varied
information from a customer that would help them to determine whether they are
indeed a PEP, or not, based on the elements that make up the PEP definition (FATF,

2013, p.18).

Finding 22: The tone at the top is fairly strong in driving AML compliance

When it comes to ‘the tone at the top’ - the most significant driver of any AML
compliance programme, according to the author’s experience, it was ascertained that
senior management is involved in approving new or existing relationships with high
risk PEPs for all banks, without exception (Interviewees 1, 2 and 3). Particularly for
bank B, AML compliance is embedded in the key performance indicators (KPIs) of the

senior management team. Any AML transgressions attract penalties, which are
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sometimes of a financial nature (Interviewee 2). This helps to elevate the risks
associated with AML to the highest possible level in the bank. Senior management is
also involved in approving the overall AML frameworks, and termination of any
relationships. This is in line with FATF recommendations on involvement of senior

management (FAFT, 2013, p.20).

Enforcement of the Uganda AML framework by supervision, investigation and
prosecution agencies

Uganda undertook the first NRA of its ML/TF risks in line with recommendation 1 of
FATF; this was finally completed in March 2017. The author was involved in the
process. The intention of undertaking this exercise was to be able to map the
AML/CFT risks that Uganda uniquely faces, for incorporation into the RBAs of
supervising various sectors, including banks and in line with recommendation 26
(FATF, 2013, p.23). However, the author established that the FIA is yet to come up
with AML guidelines for all sectors, based on the NRA. It has also not yet begun doing
on-site supervision of banks, five years after being set up. As such, it is not surprising
that Uganda was found to have significant technical compliance deficiencies by FATF.
These had to be remediated expediently to avoid being blacklisted. Finally, the AMLA
was amended and gazetted on 26 May 2017. On 3 November 2013, FATF issued a
statement recognising Uganda’s significant progress in improving its AML/CFT
regime, including the establishment of a legal and regulatory framework, which
addresses the deficiencies that had been identified in February 2014. As a result,

Uganda was no longer considered subject to FATF’s monitoring process (FATF, 2017).

From the review of the Uganda NRA (2017), as well as interviews conducted with

various key individuals as discussed in the methodology section, the author gained a
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sense of the levels of supervision, investigation and prosecution of ML cases, with a

primary focus on PEPs. This has been summarised in the table below.

Table 9: GOU‘s design and implementation of the AML framework

Supervision measure taken

Compliance

Has a national risk assessment of ML/TF risk
been done?

Yes, it was done for the first time in 2017.

Has the national risk assessment of ML/TF been
incorporated into the risk-based supervision
approach? (FATF, 2013, p.24)

No. This is work in progress. No supervision has been
done yet.

Does the FIA have automated systems to
effectively review LTR and STR reports?

No. The FIA relies solely on manual systems to review
voluminous STR reports filed daily, by banks and other
accountable persons.

Do supervision efforts include a description of
the systems used to determine and appraise
PEPs? (FATF, 2013, p.24)

No. see comment above.

Has Uganda published the list of PEP violations
and/or sanctions?
(FATF, 2013, p.24)

No PEP related or any other violations have been
published by the FIA since its inception.

Has the FIA made substantial effort to stop PEPs

No. For example Sudhir, a prominent businessman and

from holding significant financial stake in | joint shareholder with the government in a resort
banks? investment, was also a majority shareholder of one of the
(FATF, 2013, p.24) largest local banks (until its collapse).
In 2008, another PEP-controlled bank (NIC Bank) was
closed due to financial mismanagement.
Do the supervisors control for pressure, | No measures against such acts have been drafted yet.

retaliation and/or retribution by PEPs on banks?
(FATF, 2013, p.24)

In fact, PEPs often call the FIA to try to influence the
management, to bend the rules, for instance during on-
boarding procedures, wanting the requirements for
wealth declarations to be waivered (Interviewee 10).

Is FIA appropriately staffed and trained?

The staffing capacity is only approximately 20%; there are
training and expertise gaps.

Do FIA, BOU and other regulatory bodies
provide guidance to banks on what constitutes
a PEP?

(FATF, 2013, p.24)

No. FIA is yet to come up with guidelines to the AMLA,
especially around defining a PEP.They have also declined
to come up with a list of PEPs for banks usage, saying it
is not their core mandate.The IGG has also declined to
share lists of PEPs and their asset declarations, on the
premise that it is classified information (Interviewees 1
and 2).

Does FIA provide ongoing guidance to banks on
good and bad practices in identifying PEPs?
(FATF, 2013, p.24)

No guidance has been provided by the FIA to banks.

In addition, STRs filed rarely, if ever, result in follow-up
actions and/or further guidance from the FIA to banks.
However, there have been a few adhoc dialogues
conducted by the FIA with stakeholders, to help clarify
some AML issues, particularly during the performance of
the National Risk Assessment (2016 - March 2017).

Does FIA perform supervisory reviews of banks
AML frameworks? (FATF, 2013, p.25)

No. There has not been any review since the set-up of the
FIA. However, BOU reviews the banks’ compliance with
the AMLA during their off- and on-site supervisions of
banks, albeit on a minimal level.

BOU relinquished its role of overseeing banks with
respect to AML. It plays a minimal role since the set-up of
the FIA (Interviewee 10).

Other Issues
Conducting EDDs?

There is still a common misconception that EDD
requirements on PEPs singles them out in a manner that
seems discriminatory, resulting in general resistance in
implementing the law (Interviewee 10), contrary to the
intentions of the recommendation 12 (FATF,2013,p.26).

Effective investigation of ML cases by UPF and
CID?

No. None of the STRs filed by the FIA to the CID have been
fully investigated and passed on to DPP for prosecution
(Interviewee 10), to date. (Statistics of cases are
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documented below.) The CID and UPF lack capacity in
terms of adequately trained personnel, investigative tools
etc., to investigate and dispose of money laundering
cases. The investigative institutions are inadvertently
plagued by corruption, which results in cases stalling or
being abandoned altogether due to external interference
(Interviewees 10, 1 and 8).

Effective prosecution of PEP ML cases?

No. No ML cases involving PEPs have been prosecuted
since the enactment of the AMLA in 2013.

Only one ML case has resulted in effective prosecution
(Uganda Vs Sserwamba, 2017). However, this case was
premised on the predicate offence of theft of money from
Equity Bank, the laundering of which resulted in extra
charges being brought against the suspects. It did not
result from the work of the FIA and banks, e.g. through
STRs. None of the persons involved was a PEP.

Effective administration of sanctions on ML
violations by PEPs?

No Money laundering sanctions have been applied on
PEPs since the enactment of the act in 2013.

Capacity of DPP/Anti-corruption court to
dispose of money laundering cases involving
PEPs?

Low. DPP has institutional issues in dealing with complex
money laundering cases, including poorly-staffed offices,
lack of adequate tools, limited or no specialised training
on AML targeting judges, prosecutors and the like. As
such, there has only been one successful AML case
disposed of (as highlighted above).

The DPP often sends back incomplete money laundering
investigation files to the CID, who rarely resolve issues
identified and re-submit the files. This significantly stalls
the prosecution process (Interviewee 7).

Punitive measures in the AMLA act?

Yes. Adequate

Section 136, ‘Penalties’, states that “in the case of a
natural person, imprisonment for a period not exceeding
fifteen years or a fine not exceeding one hundred
thousand currency points or both; (b) in the case of a
legal person by a fine not exceeding two hundred
thousand currency points.” (AMLA, 2013).

This is adequate and is probably one of the acts with the
most punitive measures for violations (FIA Interviewee,
DPP Interviewee). In the AMLA amendment act 2017,
section 21, administrative sanctions were introduced,
which gave the FIA much needed powers to expediently
apply them in the case of any violations.

AMLA alignment to FATF standards on PEPs?
(recommendation 12 and 22)

Yes.

Asset forfeiture laws comprehensive?

Somewhat. There are conviction-based laws on freezing,
seizing and forfeiture of assets and instrumentalities of
crime. However, the effectiveness of the law will be
greatly enhanced if non-conviction based asset forfeiture
laws were passed (FIA, 2017, p. 81). The law is currently
being debated in parliament.

Finding 23: From the author’s review of the AMLA (amendment of 2017), he

ascertained that it is to a significant extent technically compliant with FATF standards

- so much so that the laws against ML offences are probably one of the most punitive

in Uganda (Interviewee 7, 2018), with fines of up to 200,000 currency points (Ush 4

billion, for legal persons). The AMLA was also amended to give the FIA the power to

issue administrative sanctions in the form of fines for any ML violations - a potent
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weapon in any AML arsenal. All this, in theory, makes the AMLA a force to be reckoned

with as a key deterrent of ML, especially ML involving PEPs.

Finding 24: However, in practice, the supervisory, investigative and prosecuting
bodies of government have significant institutional weaknesses, including resourcing
and skillset gaps, as well as a general lack of political commitment to fighting ML, as
highlighted in table 9 above. As a result, there is little-to-no supervision of all sectors

by the FIA, for ML violations.

Finding 25: The FIA largely relies on banks to self-regulate, often driven by
International pressure from International correspondent banks, shareholders, parent
companies and regulators who might demand full compliance to AML best practice,
over and above stipulated local requirements. In fact, even with minimal - if any -
supervision by the FIA, it is generally happy with the levels of bank AML compliance
(and knowledge of AML issues) - most especially the international banks (Interviewee
10). Despite this, the author’s assessment was that whilst banks fare relatively well in
implementing the AMLA, they have significant gaps in enforcing specific AML laws
related to PEPs (as highlighted above). Even then, the weakest link in the enforcement
of the Ugandan AML framework is without a doubt the supervisory, investigative and

prosecuting agencies of GOU, including the FIA, ISO and DPP.

Finding 26: FIA’s lack of capacity to deal with STR/LCTR reported by banks

From the review of statistics of STRs filed as published by the FIA, for the period
ending 31 Dec 2015, it is clear (as shown in the table below) that a significant number
of all STRs (79.3%) either remained undealt with by the FIA or were disseminated to

other bodies for disposition, including CID, IGG and URA.
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Table 10: STRs received by the FIA for the period 2014/2015

A | Status Numb Percentage

1 | Disseminated 54 17.5%
2 | Closed 64 20.7%
3 | Work in Progress 191 61.8%

Total 309 100.0%

B ‘ Breakdown of STRs received by category of accountable persons

Categor Number Percentage
1 | Commercial Banks 301 97.4%
2 | Credit Institutions 4 1.3%
Microfinance Deposit Taking
3 | Institutions 1 0.3%
4 | Forex Bureaus 1 0.3%
5 | Insurance Companies 1 0.3%
6 | Mobile Network Operator 1 0.3%

1 Uganda Revenue Authority 26 48.1%
2 Police CIID 26 48.1%
3 Inspectorate of Government 2 3.7%

Total 54 100.0%

Source: FIA (2017, pp.82-84)

This is due to a host of issues including a lack of automated data analytics tools and
software, to enable analysis and mining of the STRs for evidence of potential ML-
related incidents, as well as other resource limitations. As an example, the FIA is
currently operating at 20% of its full staff capacity (Interviewee 10). In addition, the
FIA has no systems that interface with other national databases such as the Uganda
Registration Services Bureau (URSB), Uganda Revenue Authority (URA), UPF crime
records and immigrations, which greatly impairs the value that could have been
obtained from any analyses of STRs (FIA, 2017, p.82) across entire sectors and
industries. In addition, up to 97.4% of all STRs were reported by commercial banks,
on account of self-regulation (Interviewees 1,2 and 3) and a meagre 2.6% was reported
by other financial services institutions, with minimal or no regulation. No STRs were
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reported by any other accountable persons, including from some of the highest ML

risk sectors, like real estate.

Finding 27: Lack of ML investigative and prosecution capacity by government

agencies

The author reviewed statistics published by DPP for the period 2014 - 2016 (FIA, 2017,
p.34), where three ML cases are currently being prosecuted (all involving banks) as

highlighted in the table below.

TABLE 11: Prosecutions of ML cases as published by DPP, for the period 2014 - 2016

# | AML Investigations case | Prosecutions Acquittals Convictions
reference
1 - 1

HCT-00-AC-SC -0011-2015" HCT-00-AC-SC -0011-
2 | CIID HQS GEF 051/2015 Ia%]S?CO-O786—20]4
2 | CPS KLA CRB 904/2014 ACD-C0O-004-2015
3 | CIID HQS GEF 263/2015. TOR-C0O-0403-2014
4 | CIID HQS GEF 226/2015.
5 | CIID HQS GEF 229/2015
6 | CID HQS GEF 476/2015

Source: FIA (2017, p.10)

From the review of the statistics, it is rather astounding to note that only one ML case
has resulted in effective prosecution since the enactment of the AMLA in 2013. Even
then, the case itself was premised on the predicate offence of theft of money from
Equity Bank, the laundering of which resulted in extra charges being brought against
the suspects. It was not as a result of the work of the FIA, BOU or the banks
themselves. In addition, none of the people involved in the case was a PEP. It is the

experience of Ugandan citizens and prosecutors alike that AML cases typically drag

13 Statistic was derived from review of actual AML judgement: Uganda v Serwamba David
Musoke and 6 others, 2017 (HCT-00-AC-SC -0011-2015).
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on, and/or lead to acquittals, mainly due to insufficient training of investigators,

judges and others on ML related matters (Interviewee 7).

Furthermore, the author reviewed statistics of eight ML cases reported to the CID
headquarters in Kampala for the period 2014 - 2015 (FIA, 2017, p.33-34), all of which
are still at an inquiry/investigation level and none of which have resulted in full
convictions. In the NRA report, Uganda’s vulnerability to ML was assessed as HIGH,
primarily due to not having an updated AML policy, low levels of financial integrity,
ineffectiveness of the FIA and other law enforcement agencies as a result of resource
limitations (financial and technical), a pervasively cash-based economy and porous
borders. Furthermore, corruption was named as one of the main factors that limit the
integrity and independence of AML stakeholders (FIA, 2017, p.14), which was also
confirmed by all interviewees, without exception. The DPP officer interviewed
expressed exasperation at the investigative capacity of the CID ISO, UPF and other
investigative agencies of government. He asserted that the DPP often receives AML
case files for prosecution without the minimum documentation required to initiate a
hearing. All the files with missing information are duly sent back to the CID and other
agencies for re-work. However, none of them are ever returned with the requisite

information for the DPP to effectively prosecute the cases (Interviewee 8).

DNFBs and OFls as alternative avenues for laundering proceeds of corruption by
PEPs

DNFBs and OFls, in the face of self-regulating banks, often become natural alternative
avenues through which PEPs can launder illicit gains from corruption. In a country like
Uganda, where enforcement of the AMLA is mostly weak, as per the preceding
findings, commercial banks seem to be well ahead of the pack, in trying to enforce

the AMLA in a self-regulatory manner as discussed in the previous chapter. However,
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the FIA worries that OFls like foreign exchange bureaus, mobile money products,
money lenders and DNFBs like precious metals, real estate and casinos, which are not
well regulated and largely non-compliant with AMLA, are the weak link through which
money is laundered, with the money, eventually ending up in banks (Interviewee 10).
In addition, there is a general feeling that corrupt politicians do not really need to
keep their corruption proceeds in banks. This is on account of Uganda’s economy
being largely cash-based. For example, in Kikuubo, a large trading hub in downtown
Kampala, millions of shillings worth of goods are exchanged daily using cash. Others
choose to keep their illicit gains at their homes or use them to purchase real estate
(Interviewees 1, 3, 6 and 10). In order to assess the ML risks posed by DNFBs and
OFls, the author conducted interviews and reviewed the results of the NRA completed
in 2017, a process that he actively participated in, on behalf of the organisation that
he works with. The thesis primarily focused on the riskiest DNFBs and OFls including
forex bureaus, real estate, lawyers, banks, money remitters, casinos and dealers in

precious metals and gems, as illustrated below.

Figure 5: ML risk of Uganda (combination of threat and vulnerability)
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Finding 28: Real estate is one of the most vulnerable sectors to ML by PEPs

All interviewees affirmatively identified real estate as one the riskiest sectors in

Uganda, through which launderers clean their money (Interviewee 1, et.al.). This

sector is attractive to ML, since it is to date completely unregulated. Corrupt officials

often choose to use large stashes of money to purchase huge chunks of land and real

estate in cash, since there is no restriction on this. Subsequently, they sell the same

acquisitions and bank the proceeds in local banks (placement), complete with the

requisite paperwork (Interviewees 1, 3, 7 and 10), as summarised below.

Table 12: Real estate industry ML risk assessment

Criteria
Nature of market

Sector AML summary

Liberalised (rentals & owners)

Regulation in place

Unregulated

Other informal regulations

Association of Real Estate Agents (AREA-Uganda) - informal
organisation of approx. 120 members

Contribution to GDP in 2014/15 (UBOS)

Ush 3,076 billion

Number of unregistered and unregulated real estate
agents

Over 1,000

Registered real estate entities (URSBS)

400

ML-related risks associated with the sector

AML Criteria
Quality of AML controls

No regulation and legal framework;

Heavy reliance on cash to effect transactions;

Ease of disguising beneficial ownership;

Use of intermediaries, e.g. lawyers, if transaction goes

through bank;

Ability to develop and increase value of real estate to

disguise of origins of illicit funds;

Limited KYC, especially with unregistered land;

Valuation of land easy to manipulate;

No professional requirements for real estate agents;

No central registry for real estate transactions;

Significant growth in real estate industry, with illicit

funds thought to be one of the main drivers of the

growth;

e Difficulty in obtaining real data on real estate purchases
and sales;

e  Manual recording of transactions; and

. Limited or no entry into sector controls, unlike the
financial services industry.

AML Score

Very Low (negligible)

Monitoring and reporting of suspicious transactions

Very Low (negligible)

Knowledge of AML in sector

Very Low (negligible)

Overall financial integrity in sector

Very Low (negligible)

Client due diligence

Very Low (negligible)

Suspicious activity monitoring

Very Low (negligible)

Use of automated controls

Very Low (negligible)

Use of management information systems that can
issue electronic receipts

Very Low (negligible)

Screening of customers/payments against UN
sanctions list

Very Low (negligible)

Screening against PEPs

Very Low (negligible)

Guidance to sector on how to handle PEPs by FIA

Very Low (negligible)




| Supervision | Very Low (negligible) | 0 |

Source: NRA (2017, pp: 184-188)

As shown above, the ML risks associated with this real estate are significant. In fact,
it is now believed to be the ML hotspot for PEPs and other launderers in the Ugandan
market (Interviewee 1, et.al.). One of the best known cases in recent history is the one
of the former principal accountant in the office of the Prime Minister (OPM), Mr
Geoffrey Kazinda, who was indicted for several counts of embezzlement of public
funds, in excess of Ush 4.6 billion (Anyoli, 2017). In one of the cases, Kazinda was
accused of illegally acquiring a house in Bukoto, and land in Kyadondo, Mengo
(Kampala suburbs), valued at Ush 3.1billion (Anyoli, 2017). It is said that Mr Kazinda’s
neighbours thought he was living in a hotel due to the sheer size of the house, which
he purchased only a month after receiving public funds for project execution under

the OPM. The house is currently under restraint from disposal (FIA, 2017, p.59).
Finding 29: Vulnerability of casinos to ML of PEPS

There are currently only 12 licenced casinos in Uganda and several others that are
operate illegally - often under the cover of darkness, making it difficult for them to be
monitored and shut down. Many of the casino patrons are PEPs and they often operate
in a discrete nature, using cash. They also have poor or non-existent record keeping
and patrons with limited or no vetting. They rarely conduct KYC requirements and
have limited knowledge of AML policies in general. There is also no regulatory
oversight and audit trails, i.e. transactions completed without receipts or any other
records (FIA, 2017, pp.59-60). These qualities make casinos in Uganda highly

vulnerable to ML as summarised below.
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Table 13: Casinos’ ML risk assessment

Criteria ‘ Sector AML summary

Nature of market Liberalised

Regulation in place Lotteries and gaming Act, 2015, effected 1 July 2016
Regulatory Body National Lotteries Board

Contribution to GDP in 2014/15 (UBOS) Ush 70 billion

Number of unregistered and unregulated casinos Unknown

ML-related risks associated with the sector e  Weak regulation and legal framework;

. Heavy reliance on cash to effect transactions;

e Anecdotal evidence of large numbers of
unregistered casinos in and around Kampala
city;

e Instances of casinos opening and closing after a
short period, suggesting possible laundering
activities;

e  Weak entry requirements and regulation. The
industry involves foreign nationals, including
those from sanctioned countries;

e Limited or no evidence that guarantees required
to obtain an operational licence are legitimately
banked and/or that the source of funds are
verified;

e Many casinos have foreign ownership, of
individuals from high-risk countries such as
Russia;

e  There are minimal if any checks on the source of
funds of the owners;

e  Currently there is no AML supervisory regime for
casinos, including CDD procedures; and

e Limited or no knowledge of AML issues by
industry players, including staff and owners of
casinos around identification and reporting of
suspicious transactions to the FIA.

AML criteria | AML Score

Quality of AML controls Very Low (negligible)
Monitoring and reporting of suspicious transactions Very Low (negligible)
Knowledge of AML in sector Very Low (negligible)
Overall financial integrity in sector Very Low (negligible)
Client due diligence Very Low (negligible)
Suspicious activity monitoring Very Low (negligible)
Use of automated controls Very Low (negligible)

Use of management information systems that can issue | Very Low (negligible)
electronic receipts
Screening of customers/payments against UN sanctions list | Very Low (negligible)

Screening against PEPs Very Low (negligible)
Guidance to sector on how to handle PEPs by FIA Very Low (negligible)
Supervision Very Low (negligible)

Source: FIA (2017, pp: 180-183)

Finding 30: Lawyers are often the facilitators of ML of corruption proceeds on

behalf of PEPs

There are up to 2,600 lawyers registered in Uganda who in one way or another
facilitate most of the ML cases involving PEPs. This is due to the fact that real estate

and/or other deals of an illicit nature, often require legal advice to see them through.
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The lawyer-client confidentiality enhances the possibilities of concealment. In fact,
lawyers in Uganda have been known to keep money for or transact on behalf of their
clients (FIA, 2017, p.60). For example, in a case handled by the IGG, funds were wired
to an account of a law firm, disguised as legal fees. However, further inquiries revealed
that the law firm had been instructed to - and did - purchase a residential home on

behalf of the individual (FIA,2017, p.60).
Other Financial Institutions (OFls)

Much like DNFBs, OFls represent another ML hotspot. OFls - including forex bureaus
and micro-finance deposit-taking institutions (MDIs) - are regulated by BOU.
Unregulated institutions include savings and credit cooperatives (SACCOs), saving
clubs, money lenders and micro-finance institutions (MFI’s). While there are currently
no available statistics on unregulated OFls, there is anecdotal evidence that they are
major funders of members of parliament, who are considered PEPs (FIA, 2017, p.152).
For purposes of this research, the author reviewed forex bureaus and mobile money
remitters, as they are some of the riskiest OFls to ML as per the NRA (see figure 5

above) below.
Finding 31: Forex bureaus are attractive ML alternatives to banks

Forex bureaus are yet another attractive channel through which ML can be done by
PEPs, owing to the poor regulation, weak levels of automation and general lack of
compliance with the AMLA. As a result, one of the forex bureaus in Uganda was the
first to receive an administrative sanction in excess of Ush 1billion by the FIA, for not
adhering to the AMLA (Interviewee 10), following the amendment of the Act in 2017,
that gave the FIA administrative sanction powers. This inadvertently caused ripples
throughout the financial services industry. The assessment of the ML risks associated

with forex bureaus in Uganda has been summarised below.
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Table 14: Forex bureaus’ ML risk assessment

Criteria

Nature of market

Sector AML summary

Liberalised

Licenced Foreign Exchange Bureaus (12 April
2017-BOU)

252

Licenced Foreign Exchange Bureaus

Significant (but statistics are unknown)

Licenced Foreign Exchange Bureaus that double as | 66

money remitters

Asset holdings (31 March 2016) Ush 95 billion
Turnover 31 Dec 2015) Ush 15 trillion

As a % of GDP

16%

Entry Controls

Quality of AML controls

Strong - regulated by BOU

Very Low (negligible)

Monitoring and reporting of  suspicious | Very Low (negligible)
transactions

Knowledge of AML among staff Very Low
Overall financial integrity in sector Low
Client due diligence Very Low
Suspicious activity monitoring Very Low
Use of automated controls Very Low
Use of management information systems that can | Low
issue electronic receipts

Screening of customers/payments against UN | Low
sanctions list

Screening against PEPs Not done
Guidance to sector on how to handle PEPs by FIA Not done

Foreign exchange regulations vs AMLA

Foreign exchange regulations require
them to report ST & CT above US$
5,000 to BOU, in contravention with the
AMLA, which requires reporting to FIA
(double reporting regime).

Supervision

Done by BOU, but not effective as it
looks at operational risks in general,

not specifically ML risks.

Source: FIA (2017, pp: 153-155)

Finding 32: Money remitters have become a fast and easy alternative for ML

Mobile money is probably one of the newest avenues through which money can be

easily laundered by PEPs. Mobile money servicers were launched in Uganda in 2009,

and have grown exponentially since then. BOU estimates that mobile money

transactions amounted to Ush 54 trillion in 2017, up from Ush 44 trillion in 2016. Of

this amount, 54% of mobile money transactions are handled by MTN, the market

leader. The most popular service is still sending and receiving money (Techjaja, 2018).

Mobile wallet has quickly become the preferred formal, non-banking financial system

in Uganda, due to the ease of using mobile money rather than a bank account. Some
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companies like World Remit and userremit.com offer international mobile money
transfers, whose transactions were estimated at US$ 900 million in 2015 (FIA, 2017,

p.63).

From conducting the NRA, it was established that financial inclusion products like
mobile money, international remittances and person-to-person money transfers were
considered high risk to Terrorist Financing (TF), owing to the ease with which cross-
border transactions can be effected. This is primarily because mobile money limits in
Uganda are between Ush 4 and 5 Million, significantly above TF thresholds. In
addition, there is currently no limit to the number of sim cards that a person can hold,
from the same or different mobile service networks (FIA, 2017, pp.13-14). Even if BOU
issued guidelines for mobile money, there is still no substantive act to specifically
regulate the sector. The frauds committed in this sector include identity theft, and are
in general quite sophisticated, requiring expertise in mitigating them - the kind of

skillset that is largely deficient in Uganda.

Mobile money services have also been used recently to effect ransom payments e.g.
in the Magara kidnap and subsequent murder - an unsolved crime that galvanised
Uganda (Gyagenda, 2018), proving that this avenue can be an attractive means of
transferring value by criminals. The Fin Scope Survey of 2018 shows that while most
Ugandan adults use cash to pay for goods and services, up to 57% (10.6 million)
Ugandan adults have used digital payment services. In fact, remittances (sending and
receiving money across the country) are a core driver of digital payment services (see
table below) in Uganda (FSDUganda, 2018, p.23), showing that the ML risk associated

with mobile money cannot be under-estimated.
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Figure 6: Digital payment uptake in Uganda in 2018

Digital payment strand in Uganda
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Source: FSDUganda (2018, p.24)

In addition, up to 58% (10.8 million) Ugandans have taken up formal financial services,

largely driven by mobile money services as illustrated below.

Figure 7: Uptake of formal financial services in Uganda

2018 uptake of formal financial services
per service provider
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Source: FSDUganda (2018)
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Overall, mobile money services, a fairly new and convenient avenue of exchanging
value, is one of the avenues that can be exploited by PEPs to launder proceeds of
corruption. The sector is largely unregulated to date, yet it is the single most

important driver of financial inclusion in the Ugandan economy today.
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Conclusion

The author set out to answer the question of whether indeed the AML institutional
and legal framework in Uganda targeting PEPs deters potentially corrupt PEPs from
engaging in corrupt activities, which in turn results in an overall lower incident of
corrupt acts. The research focused primarily on the role of banks, as the strategic first
line of defence in the identification of illicit activities, through EDD procedures for
PEPs (Chaikin, 2009, p.43). Once suspicious activity is detected, it should in theory
be reportable to the FIA, which in turn dissipates this intelligence to various law
enforcement bodies for expedient resolution. In testing this hypothesis, the author
broadly collected data around four variables: the likelihood of a PEP getting caught
for ML (P), the predicate crime (Z),the average sentence for ML involving a PEP (fml)
and transaction costs (Tc ) involved, as well as a review of other high risk (and
altogether unregulated) DNFBs and OFls. This was done using a conceptual framework
which assumes that there is a positive relationship between AML legal and
institutional framework targeting PEPs and the deterrents highlighted, which in turn,
have a negative relationship with the predicate offences e.g. kickbacks and other

corruption schemes of PEPs (Ferweda, 2008, p.7).

The author established that the design and implementation of AML frameworks by
banks in Uganda are fairly robust. This is largely on account of self-regulation, driven
by International pressure from International correspondent banks, shareholders,
parent companies and regulators who often demand full compliance to AML best
practice, over and above stipulated local requirements. To that end, the author found
that their ability to detect and report suspicious transactions involving PEPs and other
categories is fairly good. However, when it comes to specifically addressing ML risks
related to PEPs, significant compliance gaps were noted. The research had up to 30

adverse findings that show that Ugandan banks (both foreign and locally-owned) have
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significant gaps in their PEP AML compliance programmes and deal with this risk in
an adhoc rather than consistent manner. They generally either lack or do not
adequately invest in the requisite tools, systems and personnel to mitigate the risks
of ML. Furthermore, they lack the political will to positively detect and decisively deal
with any illicit proceeds of corruption, which PEPs (and their associates) might want
to launder through the Ugandan financial system. Even so, once the suspicious and
large cash transactions are positively detected and reported to the FIA and other
supervisory and law enforcement bodies, the bottlenecks around AML compliance are

amplified even further.

The author found that the AMLA itself is largely in line with FATF recommendations
and the penalties are punitive enough. This should in theory be a deterrent to would-
be money launderers. However, the research highlights up to four significant
institutional weaknesses, including resourcing and skillset gaps and a general lack of
political commitment to fighting ML in practice. Currently, the GOU’s investment in
implementing the AML framework is limited. No STRs reported to the FIA or other
supervisory bodies has ever resulted in the complete investigation, prosecution and
indictment of any PEP in Uganda since the enactment of the AMLA in 2015. In fact,
the author found that the weakest links in the Ugandan AML framework are the
supervisory and enforcement bodies of government, i.e. the FIA, the investigative

bodies like CID and UPF, as well as prosecuting body (DPP).

On the other hand, it is clear that the high levels of corruption in Uganda form one
the key overarching contextual issues that impede the successful implementation of
the AMLA itself. Given the fact that the discharge of the AML framework involves
several government bodies, all of which exert discretion in deciding which suspicious

activities to investigate and prosecute, there are several points at which corruption

83



itself can become a real impediment to the enforcement of the AMLA. This is one of
the areas where reverse causality plays out, since the failure to strictly enforce the
AMLA could give PEPs the level of impunity and free reign in continuing their corrupt
acts. In addition, the author found that PEPs in Uganda are spoilt for choice, in finding
suitable alternatives to banks for laundering proceeds of corruption. Largely
unregulated DNFBs and OFls - especially real estate, forex bureau, mobile money
remitters, lawyers and casinos, along with a largely cash-based economy are some of
the glaring gaps in the Ugandan AML framework through which PEPs can launder

proceeds of corruption.

Overall, the research itself confirmed that the AML institutional and legal framework
in Uganda targeting PEPs is mostly weak, largely unenforced and as a result does not
in any significant way deter potentially corrupt PEPs from engaging in corrupt
activities. In other words, the framework itself is like a brand new car that needs first
be test driven and hit some bumps before it can start having real impact (Interviewee
10). While the results of the research are hardly surprising, given the fact that Uganda,
as a developing country, would be expected to have several institutional and
regulatory weaknesses in enforcing an AML framework, the strength of the research
is in the manner in which it triangulated most issues related to the AMLA and its
enforcement with respect to PEPs, in Uganda, using various sources as discussed in
the methodology section. To that end, the research was key in confirming the
important linkages between corruption by PEPs in Uganda, and incorporation of the
illicit proceeds into the Ugandan financial system. It was also helpful in highlighting
the specific gaps in enforcement of the AMLA with respect to PEPs, from regulatory
and compliance points of view, as well as in identifying the weakest links in the
framework. This is very useful in policy formulation and designing specific tailor-made

solutions to plug some of the gaps highlighted in this research.
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Some of the lessons learnt during the research was that there is indeed no magic
bullet in the control of corruption in Uganda or any other country, for that matter. All
constituent parts of a functioning economy are closely interrelated and must work
together to mitigate acts of corruption. To that end, the causality of corruption control
can be interchangeable at various points in time, depending on the context. Unless a
robust AML framework is uniformly enforced, PEPs can always find loopholes to
exploit, through which they can launder proceeds of corruption into the financial
system. However, the level of resistance and push back by Ugandan PEPs to the AMLA
clauses requesting their declaration of sources of income and wealth is encouraging.
It shows that enhancing transparency and traceability of PEPs’ sources of income and
wealth can be a game changer in identifying predicate offences of corruption. This in
itself should act as a deterrent to would be corrupt PEPs from engaging in corrupt

acts.

85



Recommendations

The author is convinced that only through designing deliberate policies and investing
in specific infrastructure and enforcement mechanisms to plug some of the gaps
identified, will GOU have a lasting impact in fighting corruption related to PEPs.
Otherwise, an almost casual and mostly adhoc enforcement of the AMLA might not
yield much in the medium- to long-term. In addition, while the current AML framework
for dealing with PEPs is largely in line with FAFT recommendations, it pre-dates FATF’s
introduction of an RBA and needs to be brought on-board (Wolfsberg Group, 2017,
p.12). Furthermore, in order to counter the issues of self-declaration, banks should
emphasise the hiring and training of competent staff, who should ideally obtain varied
information from a customer that would help them to determine whether they are a
PEP, or not, based on the elements that make up the PEP definition (FATF, 2013, p.18).
With the right level of political will by the current regime, many gains can be made in
the fight against ML and corruption involving PEPs by investing in the right systems
and personnel, in the supervision, investigation and prosecutor agencies of the GOU.
Concerted effort needs to be made in enhancing the regulation of some of the high-
risk sectors e.g. real estate, lawyers and forex bureaus as highlighted in this research.
In the short- to medium-term, investment in full automation of the land registry,
cleaning up the National ID registry, designing government PEP lists (at least by
designation, if not name), automation of STR and LCTR analyses, integration of all
these databases and providing banks and other accountable persons with access to
them (for purposes of conducting KYC procedures) are all fairly inexpensive measures
that can be immediately undertaken by the government, to help plug some of the
gaps in AML measures in Uganda. The FIA should also provide guidance to all
accountable persons on how to standardise the AMLA, e.g. by adequately defining

PEPs, the IGG should provide all accountable persons with lists of wealth and income
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declarations by PEPs - most especially the banks. All these measures will inadvertently
enhance the quality of KYC procedures that can be conducted, and act as deterrents

for would-be corrupt officials.

Some of the topics for future research could be the extent to which PEPs use the
unregulated sectors e.g. real estate, the cash-based economy, casinos etc. to launder
proceeds of crime, the extent of which is still unknown. In addition, while the research
reviewed the effectiveness of the AML framework, it did not go a step further to assess
the impact of ML of PEPs. With the recent collapse of Crane bank, in which several
PEPs had a hand, the actual impact of ML on the Ugandan and East African regional
social, economic, and political landscape is largely unknown. Lastly, the role of FATF,
the FIA, education and civil society in enabling ML compliance would be other

interesting research areas.
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Appendixes

Appendix 1: Copy of Interviewee consent Form

e®9%,
®
° INTERNATIONAL
® ANTI-CORRUPTION
@ ACADEMY

Interviewee Informed Consent Form

Purpose of the research

This is to let you know that the purpose of the research is to fulfil the requirements of submission
of an academic paper demonstrating conceptual and analytical approaches to the topic of Anti
Money Laundering, in Uganda, related to anti-corruption and compliance, in the fulfillment of the
requirements for the award of a master’s degree.

What will be done with the results of the research?

The research results will be used in the preparation of a master’s thesis, which might be published,
by IACA.

What is the expected duration of the interview?

The expected duration of the interview is 1 hour.

What foreseeable risks can possibly occur to the research participant?

None, as the personal details of the interviewee, as well the actual name of the organisation that
they represent will be kept anonymous, in order to mitigate any potential risks to the individual
by maintaining strict confidentiality

Benefits to the participant or other persons?

The research gives the participant an opportunity to participate in a research that enhances the
body of knowledge of the complex interlinkages in anti-corruption control, a topical issue in
Uganda and globally. The research results could be used in the enhancement of existing policies
and procedures to mitigate corruption in Uganda.

Procedures adopted to guarantee the participants’ privacy?

None, as the personal details of the interviewee as well the actual name of the organisation that
they represent will be kept anonymous, in order to maintain their confidentiality. The interview
notes are kept securely, with password protection, and have code, rather than actual names e.g.
Respondent 1. The data will only be stored for the duration, required for thesis defense. At the
end of the research, subject to the advice of IACA, the interview notes will be discarded/destroyed.
Statement of voluntary participation

This is to confirm that participation is voluntary. The participant is not obliged to answer every
question. The refusal to participate will involve no negative consequences. In addition, the
participant can withdraw from the research at any time.

Information on IACA

[ACA is an international organisation and a post-secondary education institution based in
Laxenburg, Austria. It was established and operates under international law. The United Nations
Office on Drugs and Crime (UNODC), the European Anti-Fraud Office (OLAF), INTERPOL and the
republic of Austria, initiated it.

My contact information
Timothy Bacwa

tbacwa37@gmail.com
+256789888975

Participant’s signature
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Appendix 2: Sample of signed Interviewee consent Forms
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Interviewee Informed Consent Form

Purpose of the research

This is to let you know that the purpose of the research is to fulfil the requirements of
submission of an academic paper demonstrating conceptual and analytical approaches
to the topic of Anti Money Laundering, in Uganda, related to anti-corruption and
compliance, in the fulfillment of the requirements for the award of a master's degree,
What will be done with the results of the research?

The research results will be used in the preparation of a master’s thesis, which might
be published, by IACA.

What is the expected duration of the interview?

The expected duration of the interview is 1 hour

What foreseeable risks can possibly occur to the research participant?

None, as the personal details of the interviewee as well the actual name of the
organization that they represent will be kept anonymous, in order to mitigate any
potential risks to the individual by maintaining strict confidentiality

Benefits to the participant or other persons?

The research gives the participant an opportunity to participate in a research that
enhances the body of knowfedge of the complex interlinkages in anti-corruption
control, a topical issue In Uganda and globally. The research results could be used in
the enhancement of existing policies and procedures to mitigate corruption in Uganda.
Procedures adopted to guarantee the participant’s privacy

Nene, as the personal details of the interviewee as well the actual name of the
organization that they represent will be kept anonymous, in order to maintain their
confidentiality. The Interview notes are kept securely, with password protection, and
have code, rather than actual names e.g. Respondent 1. The data will only be stored
for the duration, required for thesis defense. At the end of the research, subject to the
advice of IACA, the interview notes will be discarded/destroyed.

Statement of Voluntary participation

This is to confirm that participation is voluntary. The participant is not obliged to
answer every question. The refusal to participate will involve no negative
consequences, In addition, the participant can withdraw from the research at any time.
Information on 1ACA

IACA is an international organization and a post-secondary education institution based
In Laxenburg, Austria. It was established and operates under International law. The
United Nations Office on drugs and crime (UNODC), the European Ant-Fraud Office
{OLAF), INTERPOL and the republic of Austria, initiated it.

My contact information

Timothy Bacwa

thacwa37@gmail.com

+256789888975

Participant’s -.ign.nl{:rel \
\

L

| A




. INTERNATION
- ANTI-CORKUS
. ACADEMT

Interviewee Informed Consent Form

Purpose of the research

This is to let you know that the purpose of the research is o fulfil the requirements of
submission of an academic paper demonstrating conceptual and analytical approaches
to the topic of Anti Money Laundering, in Uganda, related to anti-corruption and
compliance, In the fulfiliment of the requirements for the award of a master's degree,
What will be done with the results of the research?

The research results will be used in the preparation of a master's thesis, which might
be published, by IACA.

What is the expected duration of the interview?

The expected duration of the interview is 1 hour

What foresccabie risks can possibly occur to the research participant?

None, as the personal details of the interviewee as well the actual name of the
organization that they represent will be kept anonymous, in order to mitigate any
potential risks to the individual by maintaining strict confidentiality

Benefits to the participant or other persons?

The research gives the participant an oppor tunity to participate in a research that
enhances the body of knowledge of the complex interlinkages In anzl corruption
control, a topical Issue in Uganda and globally. The research results could be used In
the enhancement of existing policies and procedures to mitigate corruption in Liganda
Procedures adopted to guarantee the participant's privacy

Naone, as the personal details of the interviewee as well the actual name of the
organization that they represent will be kept anonymous, in order (o0 maintain their
confidentiality. The Interview notes are kept securely, with password protection, and
have code, rather than actual names e.g. Respondent 1, The data wil! only be stored
for the duration, required for thesis defense. At the end of the researc h, subject to the
advice of IACA, the interview notes will be discarded/destroyed.

Statement of Voluntary participation

This is to confirm that participation s voluntary. The participant is not obliged 10
answer every question. The refusal to participate will involve no negative
consequences. In addition, the participant can withdraw from the research at any time,
Information on IACA

IACA is an international organization and a post-secondary education institution based
in Laxenburg, Austria. It was established and operates under International law. The
United Nations Office on drugs and crime (UNODC), the Eurnpean Anti-Fraud Office
(OLAF), INTERPOL and the republic of Austria, initiated it

My contact information

Timothy Bacwa

tbacwa3 7@amail.com

+256789888975

Participant’s signature
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Interviewee Infermed Consent Form

Purpose of the research

This is to let you know that the purpose of the research is to fulfil the requirements of
submission of an academic paper demonstrating conceptual and analytical approaches
to the topic of Anti Money Laundering, in Uganda, related to anti-corruption and
compliance, in the fulfillment of the requirements for the award of a master's degree.
What will be done with the results of the research?

The research results will be used in the preparation of a master’s thesis, which might
be published, by IACA.

What is the expected duration of the interview?

The expected duration of the interview is 1 hour

What foreseeable risks can possibly occur to the research participant?

None, as the personal details of the interviewes as well the actual name of the
organization that they represent will be kept anonymous, in order to mitigate any
potential risks to the individual by maintaining strict confidentiality

Benefits to the participant or other persons?

The research gives the participant an opportunity to participate in a research that
enhances the body of knowledge of the complex interlinkages in anti-corruption
control, a topical issue in Uganda and globally. The research results could be used in
the enhancement of existing policies and procedures to mitigate corruption in Uganda.
Procedures adopted to guarantee the participant's privacy

None, as the personal details of the interviewee as well the actual name of the
organization that they represent will be kept anonymous, in order to maintain their
confidentiality. The interview notes are kept securely, with password protection, and
have code, rather than actual names e.g. Respondent 1. The data will only be stored
for the duration, required for thesis defense. At the end of the research, subject to the
advice of 1ACA, the interview notes will be discarded/destroyed.

Statement of Voluntary participation

This is to confirm that participation is voluntary. The participant is not obliged to
answer every question. The refusal to participate will involve no negative
consequences. In addition, the participant can withdraw from the research at any time.
Information on IACA

IACA is an international organization and a post-secondary education institution based
in Laxenburg, Austria. It was established and operates under International law. The
United Nations Office on drugs and crime (UNODC), the European Anti-Fraud Office
(OLAF), INTERPOL and the republic of Austria, initiated it.

My contact information

Timothy Bacwa

thacwa37@gmail.com

+256789888975

Participant’s signature
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Interviewee Informed Consent Form

Purpose of the research

This is to let you know that the purpose of the research is to fulfil the requirements of
submission of an academic paper demonstrating conceptual and analytical approaches
to the topic of Anti Money Laundering, in Uganda, related to anti-corruption and
compliance, in the fulfillment of the requirements for the award of a master's degree.
What will be done with the results of the research?

The research results will be used in the preparation of & master's thesis, which might
be published, by IACA.

What is the expected duration of the interview?

The expected duration of the interview is 1 hour

‘What foreseeable risks can possibly occur to the research participant?

None, as the personal details of the interviewee as well the actual name of the
organization that they represent will be kept ancnymous, in order to mitigate any
potential risks to the individual by maintaining strict confidentiality

Benefits to the participant or other persons?

The research gives the participant an opportunity to participate in a research that
enhances the body of knowledge of the complex interlinkages in anti-corruption
control, a topical issue in Uganda and globally. The research results could be used in
the enhancement of existing policies and procedures to mitigate corruption in Uganda.
Procedures adopted to guarantee the participant's privacy

Mone, as the personal demils of the interviewee as well the actual name of the
organization that they represent will be kept anonymous, in order to maintain their
confidentiality. The interview notes are kept securely, with password protection, and
have code, rather than actual names e.g. Respondent 1. The data will only be stored
for the duration, required for thesis defense. At the end of the research, subject to the
advice of IACA, the interview notes will be discarded/destroyed.

Statement of Voluntary participation

This iz to confirm that participation iz wvoluntary. The participant iz not obliged to
answer every question. The refusal to participate will involve no negative
consequences. In addition, the participant can withdraw from the research at any time.
Information on IACA

IACA iz an international crganization and a post-secondary education institution based
in Laxenburg, Austria. |t was established and operates under International law. The
United Mations Office on drugs and crime (UNODC), the European Anti-Fraud Office
{DLAF), INTERPOL and the republic of Austria, initiated it.

My contact information

Timothy Bacwa

+256T789888973

Participant's signature
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Interviewee Informed Consent Form

Purpose of the research

This is to let you know that the purpose of the research is to fulfil the requirements of
submission of an academic paper demaonstrating conceptual and analytical approaches
to the topic of Anti Money Laundering, in Uganda, related to anti-corruption and
compliance, in the fulfillment of the requirements for the award of a master’s degree.
What will be done with the results of the research?

The research results will be used in the preparation of a master’s thesis, which might
be published, by IACA.

What is the expected duration of the interview?

The expected duration of the interview is 1 hour

What foreseeable risks can possibly occur to the research participant?

MNone, as the personal details of the interviewee as well the actual name of the
organization that they represent will be kept anonymous, in order to mitigate any
potential risks to the individual by maintaining strict confidentiality

Benefits to the participant or other persons?

The research gives the participant an opportunity to participate in a research that
enhances the body of knowledge of the complex interlinkages in anti-corruption
control, a topical issue in Uganda and globally. The research results could be used in

the enhancement of existing policies and procedures to mitigate corruption in Uganda.

Procedures adopted to guarantee the participant’s privacy

None, as the personal details of the interviewee as well the actual name of the
organization that they represent will be kept anonymous, in order to maintain their
confidentiality. The interview notes are kept securely, with password protection, and
have code, rather than actual names e.g. Respondent 1. The data will only be stored
for the duration, required for thesis defense. At the end of the research, subject to the
advice of IACA, the interview notes will be discarded/destroyed.

Statement of Voluntary participation

This is to confirm that participation is voluntary. The participant is not obliged to
answer every question. The refusal to participate will involve no negative
consequences. In addition, the participant can withdraw from the research at any time.
Information on IACA

IACA is an international organization and a post-secondary education institution based
in Laxenburg, Austria. It was established and operates under International law. The
United Mations Office on drugs and crime (UNODC), the European Anti-Fraud Office
(OLAF), INTERPOL and the republic of Austria, initiated it.

My contact information

Timothy Bacwa

thacwa37@gmail.com

+256789888975

Participant’s signature
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Interviewee Informed Consent fForm

Purpose of the research

This is to let you know thar the purpose of the research is to fulfif the requirements of
submission of an academic paper demonstrating conceptual and anaklytical approaches
1o the topic of Anti Money Laundering, in Uganda, related 10 anti corruption and
compliance, In the fulfiliment of the requirements for the award of a master's degree
What will be done with the results of the research?

The research results will be used in the preparation of a master’s thesis, which might
be published, by IACA

What is the expected duration of the interview? .
The expacted duration of the interview is 1 hour

What foreseeable risks can possibly accur to the research participant?

None, as the personal details of the inter wee as well the actual name of the

organization that they represent will be kept anonymous, in order to mitigate any

potential risks to the individual by maintaining strict confidentiality

Benefits to the participant or other persons?

The research gives the participant an Opportunity to participate in a research that
enhances the body of knowledge of the complex interlinkages in anti-corruption
control, a topical Issue in Uganda and globally. The research results could be used in
the enhancement of existing palicies and procedures to mitigate corruption in Uganda.
Procedures adopted to guarantee the participant's privacy

None, as the personal details of the interviewee as well the actual name of the
organization that they represent will be kept anonymous, In order to maintain their
confidentiality, The interview notes are kept securely, with password protection, and
have code, rather than actual names e.g. Respondent 1. The data will only be stored
for the duration, required for thesis defense. At the end of the research, subject 1o the
advice of IACA, the interview notes will be discarded /destroyed.

St 1ent of Vol Y participation

This is to confirm that participation s voluntary. The participant Is not abliged to
answer every question. The refusal 1o participate will involve no negative
consequences. In addition, the participant can withdraw from the research at any time
Information on IACA

IACA is an International organization and a post secondary education institution based
in Laxenburg, Austria. It was established and operates under Intermational law. The
United Nations Office on drugs and crime (UNODC), the European Anti-Fraud Office
(OLAF), INTERPOL and the republic of Austria, initiated it.

My contact information

Timothy Bacwa

thacwal7?Sgmail.com

+256789888975
-
Pamcnﬁanf" signature
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Interviewee Informed Consent Form

Purpose of the research

This is to let you know that the purpose of the research is to fulfil the requirements of
submission of an academic paper demonstrating conceptual and analytical approaches
to the topic of Anti Money Laundering, in Uganda, related to anti-corruption and
compliance, in the fulfillment of the requirements for the award of a master’'s degree.
What will be done with the results of the research?

The research rezults will be used in the preparation of a master’'s thesis, which might
be published, by 1ACA.

What is the expected duration of the interview?

The expected duration of the interview is 1 hour

What foreseeable risks can possibly occur to the research participant?

None, as the personal details of the interviewee as well the actual name of the
organization that they represent will be kept anonymous, in order to mitigate any
potential risks to the individual by maintaining strict confidentiality

Benefits to the participant or other persons?

The research gives the participant an opportunity to participate in a research that
enhances the body of knowledge of the com plex interlinkages in anti-corruption
control, a topical issue in Uganda and globally. The research results could be used in
the enhancement of existing policies and procedures to mitigate corruptian in Uganda.
Procedures adopted to guarantee the participant's privacy

None, as the personal details of the interviewee as well the actual name of the
organization that they represent will be kept anonymous, in order to maintain their
confidentiality. The interview notes are kept securely, with pazsword protection, and
have code, rather than actual names e.g. Respondent 1. The data will only be stored
for the duration, required for thesis defense. At the end of the research, subject to the
advice of 1ACA. the interview notes will be discarded/destroved.

Statement of Voluntary participation

This is to confirm that participation is voluntary. The participant is not obliged to
answer every guestion. The refusal to participate will involve no negative
consequences. In addition, the participant can withdraw from the research at any time.
Information on 1ACA

IACA is an international organization and a post-secondary education institution based
in Laxenburg, Austria. It was established and operates under International law. The
United Nations Office on drugs and crime (UNODC), the European Anti-Fraud Office
[OLAF), INTERPOL and the republic of Austria, initiated it

My contact information

Rodney rubbani

rodney?kay@gmail.com

+236782-243514

Participant’s signature
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Appendix 3: Research data

Date of
Ref Gender Industr Nature of Entity Position Interview Duration = Modalit
Commercial Bank A | Senior AML
Financial (Large locally owned | Risk  Control
1 Male Services bank) Manager 18Jun'18 | 2hrs 1to1
Commercial Bank C
(Medium Sized | Senior AML
Financial Eastern Africa | Risk  Control
3 Male Services regional bank) Manager 23Jun'18 | 2hrs 1tol
Regional
Public Country
Sector/Donor International Representativ
4 Female Agency Organisation (Swiss) e-Uganda 16Jun'18 | 2hrs 1tol
Public International
Sector/Donor Organisation Senior Risk
5 Male Agency (American) Manager 18Jun'18 | 2hrs 1tol
Government Government Senior  Legal
6 Female Agency supervision (MOI Officer 26Jun'18 | 2hrs 1tol
Public Sector/ Senior
Government Government Investigations
7 Male Agency Investigation (ISO) officer 26 Jun'18 | 2hrs 1tol
Public Sector/
Government Government Senior
8 Male Agency Prosecution (DPP) Prosecutor 22 Jun'18 | 2hrs 1tol
Public Sector/ Senior  bank
Government Government AML | supervisions
9 Male Agency Supervision (BOU) officer 3Jul ‘18 2hrs 1to1
Public Sector/ Senior
Government Government AML | Management
10 Male Agency Supervision (FIA) staff 6Jul ‘18 2hrs 1to1




Appendix 4: Interviews - Guiding Questions

International Anti-Corruption Academy, MACS Research Project

“Assessing the role of the Anti-Money Laundering framework in curbing
corruption of Politically Exposed Persons”

Interviewee: Name, organisation, current position, description of role that they play

Interview guiding questions for banks

1. Risk Assessment methodology

a) Is it fit for bank size, diversity, level of complexity?

b) Is it well documented and captures all significant risks and vulnerabilities?

2. AML mitigation system

a) Describe the processes and effectiveness of customer due diligence

measures (especially related to PEPs).

b) Describe the reporting of suspicious transactions.

c) Describe the nature and extent of costs of AML compliance by the bank.

3. Internal control, governance and monitoring systems

a) Describe the governance / tone at the top, with respect to money laundering

control.

b) Describe the AML monitoring systems in place (automated and manual).

c¢) Describe how vetting/recruitment/remuneration of AML staff is done.

d) How would you assess the adequacy of controls in place to mitigate ML

risks?




e) How is AML training and awareness done?

Regulatory enforcement of AML Act 2013

a) How is the detection and investigation of ML transactions done?

b) Describe how prosecution of AML cases is handled.

Interview guiding questions for Government oversight bodies

a) Has a national risk assessment of ML/TF risk been completed?

b) Has the national risk assessment of ML/TF been incorporated into the risk

based supervision approach? (FATF, 2013,p.24)

¢) Do supervision efforts include a description of the systems used to determine

and appraise PEPs? (FATF, 2013, p.24)

d) Has Uganda published the list of PEP violations and/or sanctions?

(FATF,2013,p.24)

e) Has the FIA taken substantial effort to stop PEPs from holding significant

financial stake in banks? (FATF,2013,p.24)

f) Do the supervisors control for pressure, retaliation and/or retribution by PEPs
on banks?

(FATF,2013,p.24)

g) Is the FIA appropriately staffed and are they adequately trained?

h) Does FIA, BOU and other regulatory bodies provide guidance to banks on

what constitutes a PEP? (FATF,2013,p.24)

Xi



i) Does the FIA provide ongoing guidance to banks on good and bad practices

in identifying PEPs? (FATF,2013,p.24)

j) Does the FIA perform supervisory reviews of banks’ AML frameworks?

(FATF,2013,p.25)

Other issues

k) How are enhanced due diligence procedures for PEPs performed?

I) How effective are investigations of ML cases by Ugandan Police and CID?

m) How effective are prosecutions of PEP ML cases?

n) How effective is the administration of sanctions on ML violations by PEPs, if

any?

0) What is the capacity of DPP/anti-corruption court to dispose of money

laundering cases involving PEPs?

p) Describe the punitive measures in the AMLA act and how effective they are.

g) How does the AMLA align to FATF standards on PEPs? (Recommendations 12

and 22)

r) How comprehensive are asset forfeiture laws?
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