


























































































































































































































po litica l autho riti es?31 In vestigations in somc European countries have uncovcrcd the li nks 

that could exi st bctween money launderin g. politi cs and dirty money 2 3? 

Under Ethi opian context too. the ric may be vulncrablc to a polit ical press ure from the 

executive o rga n. Thc indepcndence 01· FIC should bc gua rantccd in diffcrent \-vays but it does 

not mean that the acco untabi lity co ncc pt should be [o rgottc n. So, the Ethiop ian mod e l of FIC 

would suffc r no such c ri tic ism, had their accountab ility been for the parliament. Desp ite thesc 

pitfall s, the FI C has the foll owing major powcr and function s prov ided in thc anti money 

launder ing proclamation and its establishment regulation . 

Collection and Centralization of Information: T hi s is the most cruc ia l functio n of thc 

Centre. Co llecting and cen trali z in g dispersed informati on and disseminatin g such information 

will make data matching and trac ing moncy laundering activities easy. Fu rthe r, the Centre 

w ill p laya pivota l ro le in filterin g and ana lys is of the information obta ined from responsible 

persons as a repository organ. 

Investigation and regulation function: thc Fie is cmpowcrcd to in vcst igatc cases that 

invo lve mon ey lau ndcring and tcrror ist fi nanci ng based on th c information acquired Ii'om the 

concerned body. Some co untries like Sweden, Luxemburg and Portuga l have des igned their 

inte lli gence centre to be invol ved in investigat ion and criminal proceedings233 The i::thiopian 

r iC, on the other hand, has the powe r of invest igati on and it wi ll tran s fe r the case to 

competent autho rit ies when there are sufficient groll nds to lile a.suit. 

Fu rther, it has to cnsure th at a ll respo ns ibl e persons are acting in compliance w ith th ei r duties 

like record keepin g and reporti ng requirements. 

23 1 J. F. Thony. supra nOle at 229, P. 271 
212 Ibid 

211 Ibid P.275 
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National and International Information Exchange: thc " IC has th e power to sharc 

financial inte ll igence with other financ ial intclligcnce units or co ncerned organs in order to be 

effect ive in the fight against money laundering both at national and international level. 

Money laundering is not limited to one's border. Thc f'l C; therefore, has the power to sign 

memorandum of understanding with foreign counter parts or with government agencies for 

information exchange . 

Awareness crcation: it is poss ibl e to prevent or reduce crime with the he lp of soc iety. 

Money laundering in the country is a recent phenomenon which is new to professiona ls let 

a lone the layman. So the FIC is expected to create awa reness about money laundering 

activities with its up to date kn owledge of laundering operations. Tra ining and awarencss on 

the role of the respon s ible persons in combating money laundering, the potcnti a l benefits of 

doing so and he lping bank staffs to dctect suspicious transaction are the duty for the FIC to be 

more effective in its ca reer. 

A las, the FIC after one year of cstablishment has two emp l oyees~ one the Director and the 

other a secretary assigned temporarily by the NBE. Thercfore, the Financ ial Intelligence 

Centre (FIC), the backbone in the fight again st money laundering should be organi zed 

effectively as fast as poss ibl e and thus it can play its anti c ipatcd role. 

b. National Bank of Ethiopia (NilE) 

Among those financial in stitutions. banking is the lionized busincss that needs due attcnt ion 

of the government. It has its own di stinct featu res as comparcd with a ll ot her tradcrs. A 

banking company mainly dea ls with the mon ey of a large nU!nber of depositors who have 

hard ly any say in the business affairs of the bank with whom they depos ited their money. It is 

pa lpab le that NBC is the ma in responsible body to regulate banks and other finan cial 

in stitutions. It has to foster monetary stability and so und financ ial systems as are conductive 

100 

National and International Information Exchange: thc " IC has th e power to sharc 

financial inte ll igence with other financ ial intclligcnce units or co ncerned organs in order to be 

effect ive in the fight against money laundering both at national and international level. 

Money laundering is not limited to one's border. Thc f'l C; therefore, has the power to sign 

memorandum of understanding with foreign counter parts or with government agencies for 

information exchange . 

Awareness crcation: it is poss ibl e to prevent or reduce crime with the he lp of soc iety. 

Money laundering in the country is a recent phenomenon which is new to professiona ls let 

a lone the layman. So the FIC is expected to create awa reness about money laundering 

activities with its up to date kn owledge of laundering operations. Tra ining and awarencss on 

the role of the respon s ible persons in combating money laundering, the potcnti a l benefits of 

doing so and he lping bank staffs to dctect suspicious transaction are the duty for the FIC to be 

more effective in its ca reer. 

A las, the FIC after one year of cstablishment has two emp l oyees~ one the Director and the 

other a secretary assigned temporarily by the NBE. Thercfore, the Financ ial Intelligence 

Centre (FIC), the backbone in the fight again st money laundering should be organi zed 

effectively as fast as poss ibl e and thus it can play its anti c ipatcd role. 

b. National Bank of Ethiopia (NilE) 

Among those financial in stitutions. banking is the lionized busincss that needs due attcnt ion 

of the government. It has its own di stinct featu res as comparcd with a ll ot her tradcrs. A 

banking company mainly dea ls with the mon ey of a large nU!nber of depositors who have 

hard ly any say in the business affairs of the bank with whom they depos ited their money. It is 

pa lpab le that NBC is the ma in responsible body to regulate banks and other finan cial 

in stitutions. It has to foster monetary stability and so und financ ial systems as are conductive 

100 



to the balanced growth of the country's cconomy. Thc rcgul at ion and supervision of ba nks 

about money laundering is not cxc lusive ly given to the FIC. 

The NBE has issued a directive on COD to cnable banks co pc up with money laundering and 

other unlawful activities. In thi s dircctive, it provides that any training to bank staffs about 

money laundering shou ld be reported to the NBE at the beginning of each fi sca l year. 

On top of thi s, the FIC, in relat ion to financial sectors, is obliged to act in consultation with 

the NBE.234 Thi s kind of approach is the one to be apprec iated' due to the fact that the FIC is 

inexper ienced in both bank supervision and finan cial inspection. However, such approach 

may bring con fli ct un less there is a clea r delineation of points to be consul ted by the NBE. 

The legali ty of such consultation duty may also be contested. There are powers exclusive ly 

given to the FIC by the AML proc lamati on but the regulation imposes an obligation upon the 

Center to act in consu ltat ion with the NBE regarding financia l inst itutions. Thi s takes away 

the power ofthc FIC and obvious ly the regulation contradicts with its cnab ling proc lamation. 

Therefore, the FIC may not be obli ged to comply with such consultation duty and it can act 

independently. This necess itatcs the rcconsideration of thc I ~ws to reconci le the confli ct 

acco rd ingly. 

4.5.5. Intern ational Cooperation 

As the financial systems of the worl d are increasingly interconnected and the Ethiop ian 

financial sectors too, international cooperati on has bcen and must continue to be rundamcnta l 

in curtai ling th e growing in nLlcllce of se riolls transnational organized cr ime and the 

laundering of the proceeds of such crime. 

234 FI C Establ ishment regulation No 17112009. Art 15 
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Money laundering by its very nature is an international act iv ity that requ ires, above al l, 

seamless cooperati on among states. I-lav ing al l rounded cooperation fram cwork helps to 

prevent, direct and prosecute moncy lau nder ing in one's domestic fina ncia l system because 

launderers are always search ing fo r countries with lax AML reg ime or limited international 

cooperation reg ime. 

In order to get the benefits from international cooperati on, Ethiopia shou ld establish a strong 

FIC and be a signatory member to in ternationa l convent ions regarding money laundering 235 

The AML Proclamation provides for in ternational cooperation amo ng courts and com petent 

authori ties in Ethiopia with {heir co unterparts in other co untries 236 Despite th is fact, there is 

no specific prov ision that will help to im plement such cooperat ion. For instance, it allows 

extradition but no other prov ision on how to implement such matter and hence the FORE 

Criminal Code comes in to play. Provisions in the Criminal Code don ' t entertain spec ial 

features of money laundering and it docs not go in li ne with FATF standards. 

Recommendation 37 of the FATF req uires for mutual lega l ass istance even without dual 

criminality or with fl exible requircment fo r dual crimina lity but as stated under Art 2 1 (2) of 

the Criminal Code, Ethiop ian nationals wi ll be tried if their act is cri me under Ethiopian law 

but extradition is impossib le at any condition. Regarding properties derived from crimes 

comm itted in foreign countries, such will be tried in Ethiopia with dual criminali ty 

requirement as per Art II of the AML proc lamation. 

It therefore, can be concluded that th ough the proclamation beli eves on internat ional 

cooperation, the prov isions contained in it are not suffi cient to govern issues that may arise as 

235Currently. Ethiopia is not a member to the FATF or other regional anti money laundering initiati ves . In 

relation to other interrelated matters. Ethiopia is a party 10 the UN Con vention aga inst Corruption, UN 

Convention against TOC (2000). the 1988 UN Drug Convention ;Jnd the UN Con vention to the Suppression 

of Financing ofTerl"Orislll as of June 20. 20 10 

236 AML Proclamation, Art 12 
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a consequence of request fo r international cooperation. The provIsion about international 

cooperation is gencra l that needs dcta il explanation and hcnce the lacu nac "' thc law for 

internati onal cooperation may create a ga p fo r launderers to use the country and its banking 

system for laundering activities at internationa l level. 
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Conclusiol1 

Money Laundering has been described as a 'd irty needle ' injccted and infect ing Icgitimatc 

markets with the disease or voracity basically through the linanc ial system aggregated into 

one or more accounts of seemingly legitimate business ventu re and then 'wired' into 

somewhere else in the wor ld. 

Money Laundering, the process of disguis ing illegitimate money into the legitimate economy, 

is the headache for countries and the world at large. It clearly becomes endemic to country's 

soc ial, economic and po litical fi"ameworks; it ultimately affects and often subverts not onl y 

banking and other financial institutions but al so both multinational corporations and small 

businesses, legislat ivcs and law enforcement oflicials, lawyers and judges, po li ticia ns and 

high ranking officials as we ll as newspapers and televis ions. 

Money laundering takes place virtua lly in every country and territory or the world and the use 

of banking sector I,ll' this purpose has been and still is the pionecr choice 1'0'1' laundercrs. In 

response to the growing conccrn about money laundering, the international community has 

acted on many fronts to th wart the efforts of launde rers. FATF, the UN Vienna Convent ion of 

1988 and the Palermo Convention (2000) arc among others to be mentioned in the fig ht. 

Whereas FSRBs, the Wolfsberg Principle and Organi zation of American States (OAS) are 

among the regional initiatives that take the lion' s share in combat ing money laundering. 

With the mounting pro liferation of banking sectors in Ethiop ia and advancement of 

technology, complexity and erud ition of financ ial servicc is csea lat ing from time to time and 

so money laundering as we ll as other criminal act ivities endangers the sector and the country 

at large. Together with th is, Ethiopia is on the way to join the World Trade Organ ization 

(WTO) in which the invo lvement of forei gn investors in the financial sector may be an 
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inev itable fact. The role of banks free from moncy launde rin g activities in the Growth and 

Transformation Plan (GTP) of the country is also in va lua ble. 

Due to the clandestinc nature or money laundering and the absencc of conso lidatcd data, it is 

imposs ible to extrapolate the amount of money laundered in Ethiop ia; however, there are 

indications that money laundering is tak ing place in the country. Corruption, smuggling and 

contraband as we ll as tax evas ion are the major thrcats to the country that bad ly need money 

laundering activit ies and banks have been wittingly or unwittingly participants in the process. 

The Eth iopian law promu lgated to figh t the ca lam itous- money laundering, has been 

discussed so far and it can be concluded that it is not fully-fledged and does not go in line 

with some internationa ll y accepted principles as propagatcd by international ini tiatives. Thc 

provisions concerning confiscation, corruption and terrori st fi nancing nexus wi th moncy 

laundering, and the insuffi ciency of the anti money launderin g law in relation to banking 

sector needs, no doubt, reconsideration. 

The law concern ing KYC requirements, CTR, STR and other prevent ive measures suffer 

lacunae and such ga ps create a ferti le ground for money launderers to explo it the banki ng 

system. The issue of payment systems in the banking scctor and the emergency of contactl ess 

technolog ies necess itate emphasis on money laundering maters but no law in the country 

about payment system. Regulation, supervi sion and internat ional cooperation are also other 

worthy points that have been di scussed so far. 

All in all, the anti money laundering law of the country in genera l and thosc provisions to 

fi ght money laundcring in the banking sector in particular are not suffic ient to ti ght it and its 

dire consequences and the fo ll owing recommendat ions arc made accord ingly. 
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Recommendations 

.:. The provIsion 111 the Crimin al Code that criminalizcs moncy laundering exc ludes a 

num ber of offences that should be incl ud ed as predicate lor money laundering. The law 

needs to be amcnded in ordcr to make the provision fu ll- nedged. So, the coun try should 

crimi na li ze money launde rin g adequate ly . 

• :. Considering th e spec ial features of money laundering, the law about con fi scation should 

be included in the anti money lau nderin g proc lamati on rathe r tha n cross-re ferrin g to the 

anti corruption law. In doing so, the law sho uld give priori ty for va lue confiscation over 

object confi scation unlike the ant i corruption law . 

• :. The law concerning unexplained property in the anti money lau nder ing proclamation 

shifts the onus of proof to the defendant. Th is obviously contradicts with the supreme law 

of the land and its constitutionality would be contestcd. Rceonci ling thc provision to go in 

li ne with the constitut ion is a demanding requirement that·musl be made . 

• :. Access ion to the World Trade Organ ization (WTO) may pave mechanisms to force 

membcr count ries to cri minalize money laundering. furt her libcraliz ing th e banking 

sector by itse lf is not a cause to fac ilitate money launderingbut the form of entry of those 

fore ign banks may create some gap fo r launder ing act ivities. The country therefo re should 

negot iate on the entry of those fo reign banks for opening of branches with no ' rin g 

fe ncing ' provis ion . 

• :. Reducing cash payment system and improving the country's payment system is another 

standa rd move. However advancement in e-payment system in the bank ing sector creates 

characteristics that may bc attractivc to moncy launderers. So law shou ld be made about 

payment systems and it should be designcd in a way to ensure traceab ility by 
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in vesti gative authorities for investigat in g individual transactions and international 

cooperation shou ld be he ightened fo r th is pu rpose . 

• :. Banks should go further about KYC standards when searching fo r re liab le and 

independe nt sources beyond ID card li ke payment bill s, passport etc to avo id ident ity 

fraud . The NBE should also issue guideli nes on Know You r Customer, Suspicious 

Transaction Re port and Cash Transact ion Report requ ire ments to avo id the current 

lacunae in the law and to br ing si milar req uirements in their operat ion . 

• ::- The Disc losure and Asset Registration Proc lamation does not require for the reg istrat ion 

of properties in the namc of a child above the agc of 18 and c lose relatives of those 

poli tica l offic ials and others persons who are req uired to make reg istrat ion and disc losure. 

This means fu nds which have been amassed by offic ials during their tenure will be 

transfe rred to busi nesses run by their close relati ves and childre n above 18 years of age. 

These funds thcn 'washed' by infusion in to the ban king system. Therei()re, the law shoul d 

be amended in ord er to inc lude such persons and it wou ld achieve its objective that 

includes fig hting mo ney laundering . 

• :. The law prov ides spec ial and additiona l requi rements for banks to establi sh business 

relati on with Po li tica lly Exposed Persons (PEPs) which must be approved by a sen ior 

manage ment member of the bank. However, the defi nition given for the word 'Po liti ca lly 

Exposed Persons' exc ludes domest ic PEPs whil e it should be a major concern of the law. 

Th lls, the inclusion of domestic PEPs ·with such req uiremen t~ is ·an urgent Iss ue . 

• :. Banks are required to report cash transacti ons in relati on to depos its or withd rawa ls with a 

minimum th rcsho ld . The req uirements, however, fail to include reporting of transfer 

which is the most important too l in the lau ndering process. Fu rther the provision about 
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SUSP ' C' OUS transact ion rcporting has also used ambiguous and un certain words to be 

im plemented. Therefore, amendments should be made to avoid such problems . 

• :. Rega rding record kee ping, the re shou ld bc a mll11111um spec ific year for maintai ning a 

record usually 5 years and the Ethiopian Nat ional and Archi ves Library Agcncy should be 

ousted from banking affairs for money laundering purposes. The minimum requiremcnts 

to be included in the record should also be precise ly prov id ed . 

• :. A single information in one country may sometimes be insuffi cient to make a case 

especia ll y in cross border money laundering cases. It is ·only the arrangement of the 

pieces of information in an in ternational puzzle that reveal s the whole picture and this 

needs internationa l cooperat ion. But the Ethiopian anti money launderi ng law does not 

sufficiently add ress internationa l cooperation in th is respect. So the law shou ld include 

specific prov isions about mutua l Icga l assistance, extradition, and the role of the FIC as 

well as the Courts in such cooperation . 

• :. The law for the preven tion of money lau nderin g and terrori st financing has given power 

to the Financia l Intelligence Centre (FIC) to issue direct ives lor the implementation of the 

proclamation concerning covered persons in the fi ght agai~st money laundering except 

for the fina ncial institutions. However. such directive is sti ll not issued by the FIe. 

Therefore, the r ic should promu lgate the necessary directive concern ing non financial 

responsible persons in the fi ght against money laundering in orde r to give effect for the 

proclamation and to fi ght money laundering acti vities through non fi nancia l institutions . 

• :. Financ ial Intelligence Centre (FIC) of the country would be morc effective ifindependcnt 

from the executive and it should be accountable directly to the parl iament (HPRs). 

Despite the fact that it has been more than a year after its establishment, it has not started 

its function still. So it should start its function urgently with competent human resource 
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and other infrastructure. The cooperation and consultation between the NBC and the FIC 

shou ld be de lim ited s pec ifica ll y so there wi ll be effect ive cooperation between the two 

rather than confl ict of in terest. 
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