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ABOUT THE FRC

The FRC established by the Anti-money Laundering and Combatting Financing of Terrorism (AML/CFT) Act
of 2016 acts as Somalia’s financial intelligence unit (FIU).
As the Somali law has criminalized money laundering and terrorist financing the FRC Is mandated to serve
as the national Center for the receipt and analysis of suspicious transaction reports and other information
relevant to money laundering, associated predicate offences and terrorist financing, This meets FATF
Recommendation 29 for countries to establish a financial intelligence unit (FIU).
The FRC receives reports from financial institutions relating to suspicious and threshold transactions in
accordance with guidelines and formats developed by the FRC. Most importantly, the FRC works with
business, government, supervisory bodies and partners in law enforcement to help ensure that our financial
system remains intolerant to criminal abuse.

FRC MANDATE

FRC is created to operate as a national central agency to receive and analyze reports on suspicious and
other financial information relating to money laundering (ML) and the financing of terrorism (FT). It has the
authority to investigate financial crimes and disseminate the results of that analysis.

FRC VISION

To become a trusted and exemplary agency in support of a robust financial system hostile to financial
crimes.

FRC MISSION

To help rebuild Somalia’s financial system and restore its credibility in the global financial networks.

FRC VALUE

In pursuit of the FRC vision and mission, the approach and conduct of the management and the staff of FRC
will always be guided and bound by the following core values:
•

PROFESSIONALISM

•

INTEGRITY

FRC will ensure that staff members have qualities,
skills, competence and behavior required to bring
about desired results.

FRC will espouse the quality of being honest and
having strong moral principles.

•

•

TRANSPARENCY & ACCOUNTABILITY

FRC will practice the principle of doing things in an
open and transparent manner and being responsible
for one’s decisions or actions.
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EXCELLENCE

FRC shall always deliver quality information and aim
to surpass ordinary standards in its dealings.
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EXCUTIVE SUMMARY
There is an increasing understanding in Somalia that the most significant problems that destabilize
security and development in a country are terrorist financing, criminal enterprises, corruption, fraud
and abuse of financial systems. However, the challenges associated with money laundering and terrorist
financing as below are entrenched in the financial system of Somalia and require concerted efforts from
all stakeholders.
Controlling Cash Couriers
Regulating Mobile Money
Exploring Money Transfer Safe Corridors
Advancing Domestic Coordination
Helping fight corruption
However, tangible achievements have been made over the past few years including:
• Strengthening the legal structure of the AML/
CFT regime by fostering the governing rules of
NAMLC and assisting with the creation of a NAMLC
operational arm that focuses on implementing its
directives and responsibilities as the oversight body
of Somalia’s AML/CFT regime.
• Establishing close working relationship with the
financial institutions encouraging them to take
strong measures to prevent the commission of
money laundering and terrorist financing crimes
within their businesses. Apart from the Central Bank
of Somalia (CBS) and mobile network operators
(MNOs) providing mobile money services, as of
December 2019, there are 13 commercial banks
and 11 money transfer businesses (MTBs) licensed
by the CBS.
• Implementing an enforcement framework through
the signature of Memoranda of Understanding with
the Somali Police Commissioner and the Attorney
General seconding police officers and prosecutors
to the FRC to facilitate in-house follow up and
investigation of suspicious financial crimes.
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• Joining the Middle East and North Africa Financial
Action Task Force (MENAFATF) to strengthen
cooperation with countries in the region in the
face of money laundering and terrorist threats and
implement mutual evaluation assessments.
• Applying for membership of the Egmont Group
to upgrade our technical skills though training
and access to the wealth of information gained by
member countries.
• Initiating AML/CFT National Risk Assessment
(NRA) supported by the World Bank to help Somalia
understand the nature and scale of money laundering
and terrorist financing problems. The NRA outcome
will assist with making preparations for the Mutual
Evaluation Assessment by MENAFATF, scheduled to
happen in 2024.
• Entering into agreements with financial intelligence
units of neighboring countries to cooperate in
the exchange of financial intelligence information
relative to money laundering and terrorist financing.
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While maintaining the buildup of cooperation with the financial institutions, the focus of FRC priorities
in the next period will be on strengthening procedures to control cash couriers, developing regulations
and guidelines to capture designated non-financial businesses and professions (DNFBPs) and ensuring that
mobile money regulations are effectively implemented.
It will also be incumbent on the FRC to strengthen domestic cooperation and work on the finalization of
the Targeted Sanctions List legislation and Somalia’s membership in the Egmont Group as well as making
preparations for the 2024 Mutual Evaluation Assessment by MENAFATF.
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Somalia’s financial system by ensuring compliance
with the AML/CTF Act and regulations. It also works
with a range of national and international partners
to assist with strengthening the financial system
of Somalia against financial crime and corruption.
Accordingly, cooperation with supervisory bodies
such as the Central Bank of Somalia is crucial to
ensure that financial businesses comply with the
AML/CFT Act, 2016.

Mr. Abdirahman Duale Baileh
Minister of Finance and Chairman of NAMLC

Forward by the Minister of Finance and
Chairman of the National AML/CFT Committee
(NAMLC)
As Chairman of the National Anti-Money Laundering
and Countering Financing of Terrorism Committee
(NAMLC), I am proud to acknowledge the remarkable
progress the Financial Reporting Center (FRC) has
made in assisting with the rebuilding of the financial
system in support of economic growth. I am also
cognizant of the important role the FRC continues
to play in protecting and advancing the national
security of Somalia and the progress and prosperity
of our people and public and private institutions.
The FRC was established in 2016 as Somalia’s national
center for gathering and analyzing financial data
and it reports to the National AML/CFT Committee
(NAMLC). In line with its founding principles
and legislation, the FRC protects the integrity of
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It is encouraging to see that within less than three
years, a cultural shift has been achieved with
the financial institutions now widely adopting
compliance practices and employee training.
This adherence to reporting gives us reason to be
optimistic for the future and to continue to improve
our systems and operations in consultation with all
key stakeholders. The FRC is at the forefront in the
fight against TF/ML and the Federal Government is
committed to creating greater transparency in the
financial system and advancing the fight against
corruption, money laundering and the financing of
terrorism. Somalia’s wider socio-economic reforms
are directly impacted by the hard work of the FRC
and its dedicated leadership and professionals.
On a recent visit to the FRC, I witnessed the
tremendous developments in physical and
information technology infrastructure achieved to
ensure the safety and security of available data,
properties and human lives. I take this opportunity
to express my appreciation to the FRC team for
their hard work over the years between 2017 and
2019. The next period is likely to be even busier as
we commence to address the challenges that face
the AML/CFT regime.
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Ms. Amina Mohamed Ali
Director of Financial Report Center

FRC Director’s Overview
This report is the first annual report since the
creation of the FRC and therefore takes stock of
achievements made by the Center up to the end
of 2020. It highlights steps taken over the past
few years to advance the AML/CFT institutional
structure, assist reporting entities implement
compliance requirements, establish mechanisms to
undertake investigation and prosecution of financial
crimes and start the assessment of national ML/FT
risks.
The report covers activities performed in the
reporting period in the areas of institutional
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development, operational activities, national
risk assessment, international engagement,
administration and human resources.
It is my great pleasure to introduce this progress
report chronicling the actions and steps taken by
the FRC to implement the AML/CFT law criminalizing
money laundering and the financing of terrorism in
Somalia.
Acting as the central AML/CFT focal point, the FRC is
responsible for requesting and receiving information
concerning suspected proceeds of crime, associated
predicate offences, and the financing of terrorism,
including large cash transaction and suspicious
transaction reports from reporting entities, as well
as reports on cross- border transport of cash or
bearer negotiable instruments.
The law defines as reporting entities financial
institutions designated non-financial businesses
and professions (DNFBP) and such other entities as
may be prescribed in regulations by the Financial
Reporting Center.
I am pleased to report that FRC has made
remarkable progress strengthening the AML/
CFT legal framework and proactively promoting
compliance reporting by the financial institutions,
fostering domestic coordination and international
cooperation.
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Strengthening AML/CFT legal framework
Building a robust legislative and institutional foundation for the AML/CFT system is critical for the building
of a financial system free from abuse by money laundering and terrorist financing activities. A national
AML/CFT Committee is created to develop a national AML/CFT strategy, promote capacity building, set
strategic priorities for the Financial Reporting Center, and oversee the implementation of the AML/CFT
regime in Somalia. The Minister of Finance chairs NAMLC meetings and deliberations. Acting as secretariat
for the Committee, FRC fostered the governing rules of NAMLC and assisted with the creation of a NAMLC
operational arm with a focus on implementing its directives and responsibilities as the oversight body
of Somalia’s AML/CFT regime. The Taskforce is designed to ensure the implementation of the law in a
coordinated manner and on the basis of institutional cooperation. A number of key AML/CFT stakeholders
are represented in both NAMLC and the Taskforce.

Reporting and compliance
The primary role of the FRC is to contribute to safeguarding the integrity of Somalia’s financial system and
its institutions, and to make them intolerant to abuse. For this purpose, the FRC established close working
relationship with the financial institutions, which took strong measures to prevent the commission of
money laundering and terrorist financing crimes within their businesses and have implemented strict and
strong KYC procedures and trained their staff on those procedures. This enabled them to provide the FRC
regularly with suspicious and large cash transaction reports. Thus, Somalia’s financial institutions are now
operating completely within the government oversight and they would not turn a blind eye or facilitate
illicit flows that end up in the financial system.
The FRC also collaborates with regulatory and supervisory bodies to ensure that they fulfill their
responsibilities to closely monitor compliance with the AML/CFT Act requirements. Consequently, FRC
conducts close consultations with CBS as the regulator of the financial institutions in an effort to produce
the AML/CFT governance and compliance regulations and ensure a unified approach across all areas
of government in the implementation of the AML/CFT Act. FRC also reached agreement with CBS to
incorporate AML/CFT compliance requirements in the Mobile Money Regulations (MMR).
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Partnering to combat financial Crimes
To integrate our financial intelligence products into the work of broader government, FRC developed
a mechanism to involve other government institutions in combating financial crime by entering into
memoranda of understanding(MOUs) with the Commissioner of Police and the Attorney General in order
to facilitate the investigation and prosecution of financial crimes.
This enforcement framework will facilitate the follow up and investigation of suspicious financial crimes.
These MOUs enable FRC to have seconded crime detectives and prosecutors to conduct in-house
investigation and prosecution. The financial intelligence provided by the FRC is used by investigating
agencies in their investigations, but cannot be used as evidence in a court of law. FRC can be called upon
to corroborate evidence that is produced by other government agencies based on information provided
by the FRC, but it is incumbent on the law enforcement agencies to provide the evidence that will be used
in a prosecution.
Global Cooperation
The crimes of money laundering and terrorist financing are global problems that call for global action and
cooperation. Effective prevention of illicit activities in Somalia will be primarily achieved by establishing
reliable cooperation with Arab and African regional countries and other international partners.
Thus, Somalia joined the Middle East and North Africa Financial Action Task Force (MENAFATF) to combat
money laundering and terrorist financing as a member of this regional group, which realized the need for
disseminating and applying the international AML/CFT standards all over the region. Since the inception of
the MENAFATF, the level of development in legislations, procedures and supervisory tools of the member
countries is increasing year after another, especially if they are compared to the period that preceded the
establishment.
MENAFATF members and Somalia share similar concerns, for example, over crimes related to money
transfers, trade in small arms and weapons, Illicit cross border transportation of cash, trade in precious
metals, and trade in charcoal and human trafficking. Somalia also represented by FRC signed several MOUs
with financial intelligence units of neighboring African countries and agreed to cooperate in the exchange
of financial intelligence to assist in the investigation and prosecution of persons suspected of money
laundering and terrorist financing.
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WHY IS AN EFFECTIVE AML/CFT REGIME NEEDED?
The AML/CFT regime is an essential element of Somalia’s state and institution-building process. It aims at
how to prevent Somalia’s financial system from being abused by money laundering and terrorist financing
activities and has the following objectives:
1. Protect the integrity of Somalia’s financial system by ensuring compliance with the AML/CTF Act and
regulations;
2. Monitor, research and identify money laundering and terrorist financing trends, typologies, risks, and
developments;
3. Strengthen AML/CFT compliance monitoring and enforcement systems for all reporting entities
4. issue regulations and guidelines to provide guidance to reporting entities in order to ensure they have
effective policies and procedures in place to detect and prevent them from being used as vehicles to
launder money or finance terrorism;
5. Establish and maintain secure and confidential systems to protect information on large cash
transactions and suspicious transactions from the reporting entities;
6. Foster international cooperation through exchange of information on money laundering activities and
related offenses with similar bodies in other countries in support of the implementation effectiveness of
the national AML/CFT regime; and
7. Strengthen the national AML/CFT Committee (NAMLC) as an information sharing gateway amongst its
member institutions and enhance the effectiveness of domestic coordination.
Effective AML/CFT regime in Somalia is vital for the rehabilitation of the financial system and creating an
enabling environment allowing to rebuild the confidence of the international system in Somali Institutions
and the re-establishing of correspondent banking relationships with the outside world.
A robust regime would ensure compliance with the AML/CTF Act and regulations and protect the integrity
of Somalia’s financial system and contribute to the administration of justice through expertise in countering
money laundering and the financing of terrorism.
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CURRENT CHALLENGES
There is a good understanding in Somalia that the most significant problems that destabilize security and
development in a country are terrorist financing, criminal enterprises, corruption, fraud and abuse of
financial system. However, the challenges associated with money laundering and terrorist financing are
entrenched in the financial system of Somalia and require concerted efforts from all stakeholders such as
addressing the legal and operational frameworks and rebuilding institutional capacities to safeguard the
financial system from illicit use, combat threats and vulnerabilities and strengthen domestic coordination
to face the challenges to ensure the effective implementation of the AML CFT regime.
The Financial Institutions in Somalia are now operating completely within the government oversight.
However, there is general consensus within the private and public authorities that there is a need to deal
with the following challenges which may interfere with the AML CFT process.
1. Controlling Cash Couriers
The absence of correspondent banking, the
financial institutions are compelled to physically
transport in and out of Somalia large sums of
money. This method of money transfer entails the
threat of terrorist abuse. Hence, FGS intends in
2020 to develop appropriate reporting guidelines
and procedures for cross- border transport of cash
or bearer negotiable instruments. Meanwhile,
FGS aims to promote the confidence level of
international financial institutions and governments
in the Somali banks and Money Transfer Businesses
(MTBs) by developing a sound system of detecting
and disrupting money laundering and terrorism
financing in Somalia.
2. Regulating Mobile Money
The Mobile Money provision is an area terrorist
groups exploit to move raised funds and use this
platform to distribute funds to the perpetrators
of terrorism. To protect the mobile money
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providers from such abuse, in August 2019, the
FGS has developed in consultation with the existing
Money Network Operators regulations to provide
framework for the licensing and supervision of
mobile money transactions to foster financial
stability in the mobile money services sector.
The implementation of these regulations will reduce
threats posed by terrorist and criminal enterprise
to exploit this platform for their criminal activities.
3. Exploring Money Transfer Safe Corridors
Somalia relies heavily on money transfers from
the Somali Diaspora handled by the Somali money
transfer businesses which continue to have no
access to correspondent banking arrangements
and are compelled to recourse to physical money
transports.
This makes them vulnerable for abuse by money
launderers and terrorist financiers. It is unknown
whether efforts by international actors including
the World Bank to work out a ‘safe corridor’ bore
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fruit. A safe corridor would have allowed money
transfer operators outside Somalia to enhance
their customer due diligence and compliance on
the sending side, make the settlement leg more
transparent and provide end-to-end transparency
and traceability of flows, by connecting collecting
and disbursing agents to a single system. Therefore,
the search for a safe corridor continues.
4. Developing National Identity Document(ID)
The Financial Institutions in Somalia are now
operating completely within the government
oversight. However, there is a general consensus
within FGS that there is need to develop national
ID that would make operations of the financial
institutions more in line with international
standards.
FGS has established a National ID working group
to lead the formulation of the legislative and
regulatory framework for the production of a
National ID. The national working group is being
supported by National Database and Registration
Authority (NADRA) of Pakistan for the development
of a digital ID system, including the design and
installation of data management systems for
multiple foundational and functional IDs, skills,
knowledge transfer, maintenance and support for
one year. Ensuring that the ID system rests on solid
legal and institutional foundations will be critical
for its ability to ensure that IDs are accessible for
all, to protect users’ data and privacy, to build and
maintain trust in the system, and to ensure its
long-term sustainability.

General Information

It is therefore timely that the President of the FGS
signed the Anti-corruption Law paving the way
to cut short and dry up funds and resources that
would have flown to terrorist groups.
The implementation of the anti-corruption law
requires a whole of government approach and
pooling of available resources and talents. FRC will
contribute to reducing threats arising from the flow
of corrupt funds into the hands of terrorists.
6. Advancing Domestic Coordination
The legal and institutional frameworks being in
place, FGS will continuously improve the operational
framework of the AML/CFT regime and particularly
in the areas of domestic cooperation, capacity
building, raising adequate financial resources.
It will equally be important to address any gaps
in the legal framework of the AML/CFT Act, 2016.
such as the authority to be able to confiscate assets
or properties without a final judiciary conviction,
have adequate laws / regulations for Non-Profit
Organizations (NPO) and to have adequate
inspection and supervisory powers to ensure
compliance with the AML/CFT regime.

The FGS has taken steps to enable the
implementation of a digital ID system, although
large gaps remain in the enabling environment and
several risks will need to be addressed.
5. Building Coalition in the fight against corruption
Corrupt activities offer opportunities to money
launderers and terrorist financiers to raise and
move funds and resources that will be used to carry
out money laundering and/or terrorist financing.
14
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THE INSTITUTIONAL DEVELOPMENT
The AML/CFT Act 2016
In 2016, the Somali parliament passed the Anti-Money Laundering and Countering the Financing of
Terrorism Act (AML/CFT). This law made AML/CFT a government priority and established key institutions
which include the National Anti-Money Laundering and Financing Terrorism Committee (NAMLC), having
oversight body of the AML/CFT regime in Somalia and the Financial Reporting Centre (FRC) serving as
Somalia’s Financial Intelligence Unit (FIU). Somalia now criminalizes money laundering and terrorist
financing and with the FRC has created the authority and ability to systematically collect data on financial
transactions and to document suspicious financial transfers.
The 2016 Act defines money laundering and terrorism financing as well as the institutions and the
professions that are subject to this law and requires such institutions to report on financial transactions
that may be designed to launder money or finance terrorist activities.
Under the AML/CFT law consultation is required among AML/CFT stakeholder including national, regional
and international bodies to ensure the effective coordination and cooperation of AML/CFT regime and
national strategy in Somalia.
The law stipulates information sharing among national intelligence and law enforcement agencies, national
regulatory authorities, other competent authorities, to the extent that the information is necessary for the
receiving authority to carry out its responsibilities and tasks and if the information relates to security issues
or suspicions of criminal activities. Information may also be shared with foreign financial intelligence units
on an FIU-to-FIU basis without having a specific agreement.
National AML/CFT Committee and Taskforce
NAMLC has the policy making and oversight responsibility of the AML/CFT regime in Somalia. The
Committee’s core mandate is to develop a national AML/CFT strategy, provide funding for capacity building
of the member institutions, set strategic priorities for the FRC, establish information sharing gateway
amongst member institutions and enhance the effectiveness of domestic coordination.
The Committee consists of all relevant stakeholders of the AML/CFT regime entrusted with the
implementation of the AML/CFT national strategy. It is chaired by the Minister of Finance with membership
comprising the Ministers of Justice, Commerce and Industry, and Internal Security, the Governor of CBS,
the Attorney General, the Director of the National Intelligence and Security Agency (NISA) and the Director
of the FRC acting as secretary of the Committee.
To effectively put into practice the Committee’s statutory responsibilities, an AML/CFT Taskforce has
been created to operationalize and enforce NAMLC directives. The Taskforce is designed to ensure the
implementation of the AML/CFT law in a coordinated manner and on the basis of institutional cooperation.
Duties assigned to the AML/CFT Taskforce are multifold. However, it is expected to focus on the identification,
analysis and mitigation of ML/FT risks and threats; proposing appropriate institutional arrangements for
training and capacity-building for preventing and combatting ML/FT in the Federal Member States; and
review legal, political and institutional reforms necessary for an effective combat against ML/FT.
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The Taskforce is chaired by Director of FRC and includes Deputy Governor of the Central Bank / Director of
Licensing & Supervision, Deputy Director General of NISA, Deputy Attorney General, Director General of
the Ministry of National Security, Director General of the Ministry of Finance / Director of Customs, Director
General of the Ministry of Commerce and Industries and Director General of the Ministry of Justice.
The Financial Reporting Center role
The FRC is an independent national agency responsible for receiving, requesting, analyzing, and
appropriately disseminating information concerning money laundering and terrorist financing. It is also
involved in the analysis of suspicious financial activities and the investigation of financial crimes as well as
AML/CFT risk assessment and issuing regulations and guidelines for reporting entities.
The declared vision and mission of the FRC is to become a trusted and exemplary agency in support of
a robust financial system hostile to financial crimes and to help rebuild Somalia’s financial system and
restore its credibility in the global financial networks. The Somali law criminalizes money laundering and
terrorist financing. Therefore, FRC is mandated to undertake systematic collection and analysis of data
associated with money transfers and document suspicious transactions and provides strategic intelligence
including statistics and typologies aimed to increase risk awareness.
FRC contributes to building and maintaining an environment in Somalia that is directed to identify and
eradicate money laundering and terrorist financing. This objective has national value in its own right as well
as fulfilling Somalia’s international obligations (FATF’s 40 recommendations) to combat money laundering
and terrorist financing. The FRC plays a key role in addressing ML/FT challenges and is working closely with
the reporting entities including financial institutions and designated non-financial business and professions.
It guides the work of economic operators towards the detection of financial transactions suspected of links
to money laundering (ML) and terrorist financing (FT).
To sum up, the FRC is Somalia’s financial intelligence unit, and the country’s anti-money laundering and
counter-terrorism financing (AML/CFT) coordinator. It is created by the Federal Government of Somalia in
order:
• To collect, analyze and share – as necessary - financial intelligence with finance, law enforcement,
national security and other partner agencies in Somalia and overseas;
• To ensure compliance with the AML/CFT Act and regulations and protect the integrity of Somalia’s
financial system;
• Design and implement compliance monitoring and enforcement systems for sectors that lack
designated supervisory authorities.
• Represent the country in national, regional and global meetings, forums, and organizations that
focus on AML/CFT issues.
• Agree on and implement Memoranda of Understanding and other agreements with foreign financial
intelligence units.
• To provide guidance and feedback to relevant ministries and agencies as well as reporting entities
on AML/CFT.
• Impose proportionate, dissuasive and effective administrative sanctions and penalties, as required.
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The FRC coordinates the development of anti-money laundering (AML) and countering the financing of
terrorism (CFT) framework by proactively working with all stakeholders to ensure the AML/CFT regulations
translate into an effective control framework across businesses and professions.
Having created the AML/CFT legal framework, Somalia has become in line with international requirements
based on the recommendations of FATF, the leading global regulator of AML/CFT since 9 /11 and joined the
membership of MENAFATF, the Middle East and North Africa regional body of FATF.

Organization Structure
Since its inception, the FRC has recruited adequately qualified and sufficienty experience to allow the
implementation of the objectives of the AML/CFT regime in Somalia. Due to restrictions on new employment
at this stage, FRC has a total of 68 staff including two in the senior management, and 40 middle and
lower management levels. FRC organization Chart is at Annex. The Center staff work in five organizational
divisions as described briefly below:
Administration

Regulatory Analysis

Regulatory Policy

Supervisory Review

IT & Data Security

Division

& Enforcement Division

Division

Division

Division

1. Administration Division its primary functions include those of office management, financial and
administrative management, supply chain management, human resources, registry and document storage
services, staff recruitment and development and security services.
2. Regulatory Reporting Analysis & Enforcement Division receives reports from reporting entities and law
enforcement which are analyzed to produce financial intelligence related to proceeds of crime, money
laundering and the financing of terrorism activities. In addition, the division maintains relationships with
law enforcement authorities and conducts feedback sessions and training interventions.
3. Regulatory Policy Division administers the AML/CFT Act, engages with international and regional
policymaking and standard-setting organizations, and provides policy advice on matters of a strategic
nature concerning money laundering, proceeds of crime and the financing of terrorism
4. Supervisory Review Division provides guidance to reporting entities and monitors the supervision by
supervisory authorities of their responsibilities under the AML/CFT Act. This entails a focus on compliance
oversight of the AML/CFT Act and close liaison with colleagues on compliance related issues as well as with
supervisory authorities and reporting entities. The Division ensures the implementation of the AML/CFT
requirements by the reporting entities by providing guidelines and reporting formats.
5. IT & Data Security Division is responsible for delivering reliable and effective technology solutions to meet
the FRC’s strategic goals and objectives such as planning the Center’s ICT development and maintenance;
Managing the procurement of hardware and software of all the basic operations of the central system;
Maintaining the Center’s servers, computers and overall ICT infrastructure; and organizing staff training.
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FRC Capacity Building
The support from the US Department of State through the International Law Development Organization
(IDLO) received in the last twelve months made a big difference and improved the operational capacity and
capability of the FRC. IDLO contracted three mentors to assist in strengthening the operational capacity of
the FRC with the objective of raising the capacity of the FRC through;
• On-the-job mentorship and tailor-made training program;
• Supporting the FRC establish Standard Operating Procedures (SOPs);
• Strengthening the reporting relationship between the FRC and the Somali Banks and MTBs;
• Improving the FRC’s capacity to process suspicious transaction reports (STRs) from financial institutions;
• Supporting the setting up of the ICT systems including a central database that manages collection,
evaluation, collation and recording of STRs and other relevant financial information from the reporting
entities;
• Strengthening the collaboration between the FRC, the Police Criminal Investigation Department (CID),
and the Office of the Attorney General on the investigation and prosecution of serious financial crimes,
and
• Strengthening International Cooperation and Supporting FRC participation in international AML/CFT
meetings.

FRC Funding
The FRC is a publicly funded government agency with an annual budget of approximately US$800,000 spent
on current expenditure including salaries and current services. Infrastructure development is supported
through grants from the US State Department implemented by the IDLO. Technical assistance and IT
and physical infrastrutre is supported by the US State Department to the tune of approximately US$2
million for the three years from 2017 to 2020. The FRC is one of the beneficiaries of the World Bank ‘s
SCALED-UP project supporting a team of experts to conduct a National Risk Assessment, and the provision
of consultants as well capacity building activities.
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Operational Development Activities

OPERATIONAL DEVELOPMENT ACTIVITIES
The FRC collects and analyses data associated with financial transactions and especially documents
suspicious and threshold transactions. For this reason, FRC has developed the organization structure to
meet its objectives. At present, the Center has five divisions with responsibility for Information Technology,
Supervisory Review to ensure the compliance of the reporting entities with the AML/CFT requirements,
Regulatory Reporting Analysis and Enforcement, Regulatory Policy and Administration and Finance.
Activities performed in the reporting period by the various divisions are briefly discussed below.

I. Information Technology (ICT) infrastructure
The FRC inventoried its existing IT infrastructure systems and identified the requirement for specific
enterprise applications such as goCase, i2 analysis notebook, financial and HR management software,
business intelligence software, email server, office 365, backup software, SQL licences, VMware and cyber
security software. Hardware includes desktops, laptops, printers, photocopiers, servers and switches.
To ensure the application of state-of-the-art information technology, FRC determined to acquire the GoAML
database that uses end-to-end encryption to ensure data is protected and secure. Having purchased the
goAML in a Box, FRC carried out appropriate planning for the delivery, installation, configuration and training
prior to the deployment of goAML. As part of our planning for the installation of goAML database, we
established a server room (a CISCO/ISO central database for receiving reports. In addition, the acquisition
of key physical and data management IT infrastructure and systems has been implemented such as
acquiring desktop computers, servers and printers. Until the deployment, the Center continues to use
encrypted email system for collection and management of the required reports, however, the deployment
of goAML will provide highly secure data collection methodologies allowing for the development of IT data
confidentiality policy.
Further, FRC employs technology data safeguards to secure data collection and storage by taking daily
backup where data is incrementally added to full back up which we perform every 3 days, locking
computer systems with a password and configuring the firewall on the network, implementing password
protection of, and controlled access to, data files, e.g. no access, read only, read and write or administratoronly permission and controlling access to restricted materials with end to end encryption and imposing
non-disclosure agreements for managers or users of confidential data.
The Center is in the process of developing best practices and ITIL framework for the IT infrastructure and
associated policies and procedures to strengthen the institutional IT infrastructure and prevent any misuse
of the IT systems and prevent cyber security breaches. A high priority is also attached to the training and
mentoring programs for FRC IT staff.

II.Compliance: Reporting & Supervisory Review
With NAMLC approval, reporting entities were instructed by FRC to report on suspicious and large cash
transactions from November 1, 2018. Subsequently, STR Note has been developed to guide financial
institutions (FIs) and educate them on red flags for suspicious transactions. A Nil report may be submitted
on occasions where a reporting entity has not detected a suspicious transaction (ST) or processed a large
cash transaction (LCT) during the reporting period. Since the reporting begun to date, the FRC has seen a
steady increase of reporting by the FIs. All reported information is available on the FRC bilingual website.
To strengthen the working relationship between the FRC and Somali FIs, FRC developed detailed regulations
and STR and LCT reporting guidelines to assist reporting entities meet their obligations under the law in
regard to suspicious and large cash transactions.
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In line with the Center’s continuous improvement policy, these guidelines and forms are revised from time
to time to address feedback received from the reporting entities.
A bi-monthly National Compliance Forum brings together compliance officers from the FIs and the FRC
compliance teams and it is recognized as a crucial instrument for consultation, training and as a setting to
identify mutual concerns and exchange of ideas and information.

Reporting Data
The registered financial institutions in 2019 including banks and money transfer businesses operating in
Somalia report regularly to the FRC.
Institutions registered with the FRC
NO

Institutions

Total Registered Institutions

1

Banks

13

2

Money Transfer Businesses

11

The FRC received a total number of 419 Transaction Reports from reporting entities as follows:
NO

Type of Report

1

Suspicious Transaction Report (STRs)

2

Large Cash Transaction Report (LCTRs)

Number of Report
49
370

2018
2019
2020

STR COUNT BREAKDOWN BY MONTH

LCTR COUNT BREAKDOWN BY MONTH
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STR AND LCTR COUNT BREAKDOWN BY YEAR
40

9

13
229

128

2020

2019

Large Cash Transaction Report (LCTRs)

2018
Suspicious Transaction Report (STRs)

III. Investigation: Regulatory Reporting Analysis and Enforcement
FRC adopted the hybrid-style FIU that combines administrative, enforcement and judicial functions,
accordingly it has concluded MOUs with the Somali Police Force and the Office of the Attorney General to
ensure financial crimes are investigated and perpetrators are prosecuted. As a result, Police officers and
prosecutors are seconded to FRC who will be trained on financial crime investigations and prosecutions.
FRC refers financial transactions deemed to require further investigation to seconded police officers who
conduct investigations and if they find evidence of an offence, pass the results to designated prosecutors.
If these prosecutors determine that there are grounds for prosecution, the evidences will be presented to
a Somali court of law.
The Parties to the MoUs agreed to develop procedures for investigating financial crimes in line with
the Somali Criminal Procedure Code and Penal Code. They cooperate to assemble, develop and analyze
information in their possession concerning financial transactions suspected of being related to money
laundering and terrorism financing or criminal activities connected with money laundering.
FRC’s delivery of financial intelligence reports, which assists law enforcement and other competent
authorities in their actions and follow-up investigations, has grown steadily over this reporting period.

IV. Legal and Regulatory Policy
The legal and policy division engages with international and regional policy-forming and standard-setting
organizations’, and provides policy advice on matters of a strategic nature concerning money laundering,
proceeds of crime and the financing of terrorism. It has the responsibility to continuously promote the
improvement of the legislative framework for identifying the proceeds of crime, combating money laundering
and the financing of terrorism by recommending amendments to the AML/CFT Act. Key Functions of this
division include Cooperation with bilateral Financial Intelligence Units (FIU) authorities and international
organizations in the financial intelligence fields (FATF, MENAFATF, East Africa, etc.) Provision of legal advice
to the Director of the Center on relevant operational and institutional areas. Participation in the drafting of
policies, legislation and regulations of the Center and if required assistance with the prosecution of money
launderers and terrorist financiers.

V. Governance & Compliance Regulations
In accordance with Article 52 of the AML/CFT law, the Minister of Finance issued in October 2019 AML/
CFT Governance and Compliance Regulations that set out the ground rules for all regulations issued by all
financial institutions and no-financial professions and businesses subject to the AML/CFT law.
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The regulations represent a unified approach across all areas of government in the implementation of
the AML/CFT Act and outline the AML/CFT roles and responsibilities and clarify for all institutions how to
comply with and adjust their internal regulations.

VI. Development of the Mobile Money Regulations (MMR)
In August 2019, the Central Bank of Somalia (CBS) issued Mobile Money Regulations, which includes AML/
CFT aspects that Mobile Money Providers should comply with. These regulations aim to provide a framework
for licensing, regulation and supervision of mobile money services; ensure consumer protection and foster
financial stability in the mobile financial services sub-sector. Having completed consultations with Somali
telecommunications network operators, namely Golis, Somnet, Somtel, Hormuud, Amtel and NationLink,
CBS shared the regulations with FRC and incorporated FRC suggestions.
FRC sought to ensure that AML/CFT compliance requirements are reflected in the mobile money regulations
and reached agreement with CBS to incorporate in the regulations as an example the following requiring
the reporting entities to:
• Develop appropriate AML/CFT compliance program and appoint a chief compliance officer for ensuring
compliance with the Law and the Regulations;
• Provide regular training for employees and agents to ensure that they are informed of new developments
and current money laundering and terrorist financing techniques, methods and trends; and
• Report suspicious transactions to the Financial Reporting Center and comply with Mobile Money
Suspicious Transactions Reporting guidelines issued by the Center.

VII. National Risk Assessment
Since June 2019, all government agencies and many private businesses are engaged in a national risk
assessment {NRA) project supported by the World Bank. The objective of the AML/CFT National Risk
Assessment (NRA) is to help us formulate appropriate and long-term national strategy and is a major
requirement to ensure that the country’s systems are adequate to combat money laundering and terrorist
financing. The NRA provides an opportunity for Somalia to understand ML/TF, and as appropriate, coordinate
domestic actions to combat ML/TF and to detect and prevent illicit financing or proceeds of crime from
entering into the economic system. This study will identify risks associated with money laundering and
terrorist financing and will help us understand systematically the nature and scale of money laundering
and terrorist financing problems in Somalia.
A National Risk Assessment Coordinator is appointed to guide the working groups eencompassing all sectors
of the economy and sections of the AML/CTF system, on the basis of set rules and teamwork. The FRC shall
ensure the NRA to be comprehensive and detailed enough to highlight specific areas and elements of threat
and vulnerability, the quality of the data collected to be most reliable. The NRA data and reports must be
accurate and measurable as they will be used to mitigate identified risks, build effective and sustainable
AML/CFT combating systems and prepare the country’s prevention guidelines. This assessment is expected
once completed by the end of 2020 to inform both a capacity-building program for the FRC and a national
strategy to manage AML/CFT risks. The NRA outcomes will assist with making appropriate preparations for
the Mutual Evaluation Assessment by the MENAFATF, scheduled to happen in 2024.
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INTERNATIONAL COOPERATION
I. Middle East and North Africa Regional Cooperation (MENAFATF)
Somalia joined the FATF Style regional body of the Middle East and North Africa countries (MENAFATF)
created in recognition of the threats posed by money laundering and terrorist financing operations in the
countries of the region. It sets its own work, regulations, rules and procedures and co-operates with other
international bodies, notably the FATF, to achieve its objectives. MENAFATF member countries endeavor
towards achieving their objectives by:
• Adopting and implementing the FATF 40 Recommendations on combating money laundering and
financing of terrorism and implementation of relevant UN treaties and agreements and UN Security Council
Resolutions;
• Co-operating among each other to raise compliance with these standards within the MENA Region and
to cooperate with other international and regional organizations, institutions and agencies to improve
compliance worldwide;
• Effectively combating money laundering and terrorist financing in a way that does not contradict with the
cultural values, constitutional frameworks and legal systems in the member countries.
• Carrying out Mutual Evaluation Assessments (MEA) of its members to review and analyse the assessed
country’s AML/CFT laws and regulations and determine their efficiency and conformity with the international
recommendations. Somalia’s MEA is planned to start in early 2024.

II. The Egmont Group
Somalia applied for the membership of the Egmont Group that provides a platform for the secure exchange
of expertise and financial intelligence to combat money laundering and terrorist financing by enforcing global
AML/CFT standards. The Egmont Group is able to add value to the work of member FIUs by improving the
understanding of ML/TF risks amongst its stakeholders. The organization is able to draw upon operational
experience to inform policy considerations; including AML/CFT implementation and AML/CFT reforms. The
Egmont Group is the operational arm of the international AML/CFT apparatus.
The Kingdom of Saudi Arabia and the United States of America undertook to sponsor Somalia’s application.
However, progress of the application process will depend on the progress that Somalia makes towards its
national risk assessment and the mutual evaluation assessment by MENAFATF.

III. African Regional Cooperation
The FRC has signed Memoranda of Understanding (MoUs) with several financial intelligence units of
neighboring countries such as Ethiopia, Djibouti, Sudan, Tanzania and Uganda. The signing of these MoUs
is an important step towards complying with FATF Recommendation 29.
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PRIORITIES FOR THE NEXT PERIOD
The FRC has identified seven priority areas for the next period of operations. These include:

1. Cash Couriers:
Any person who is leaving or entering the Federal Republic of Somalia having in his/her possession or
more than USD $10,000 or the equivalent in any currency in cash or bearer instruments must make a
truthful declaration, in writing, to the relevant authority at the border. Any person who Fails to comply
with this requirement shall be guilty of an offence punishable under this Act and other relevant laws. FRC
has established procedures for the import and export of cash from Somalia and shall strengthen and refine
those procedures as time goes by.

2. Designated Non-Financial Business and Professions (DNFBPs) In May 2018, the FRC had a meeting

with the Designated Non-Financial Business and Professions (DNFBPs) i.e. mainly notaries and lawyers.
The objective of the meeting was to gain a general understanding of the industry and to pave the way for
establishing appropriate operational framework. Subsequently, the FRC drafted regulations and reporting
guideline for the DNFBPs industry, which has been shared with the Ministry of Justice, who register the
notaries and lawyers. Consultation with various components of the DNFBPs on draft regulations will
continue in 2021. The focus will be to identify supervisory bodies and agree on suitable regulations and
reporting guidelines and submit agreed regulations to NAMLC for approval.

3. Mobile money regulations:
The regulations issued by the CBS in consultation with FRC will be implemented in 2021. FRC shall develop
AML/CFT reporting guidelines to be used by the Mobile Network Operators ensuring mobile money
regulations are effectively implemented.

4. Domestic coordination:
As in the recent past, FRC shall continue to work through the adequate supervisory bodies such as the
Central Bank of Somalia to determine whether all financially active entities are registered and regulated
by the Bank. Together with the CBS, NCA and DADSOM, FRC shall identify those entities involved in money
transfer or foreign exchange operations but operating without registration and regulation by the Bank.

5. Targeted Financial Sanction List legislation:
This draft legislation has been prepared by the Ministry of Finance with input from the FRC. The Parliament
referred the draft legislation back to the Ministry of Finance which is reviewing it with assistance from the
FRC legal advisor.

6. Mutual Evaluation Assessment by MENAFATF:
Somalia has agreed with the regional group to start the mutual evaluation exercise early in 2024. The
completion of the on going National Risk Assessment shall be instrumental in the process of the mutual
evaluation assessment.
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7. Egmont Group:
The Egmont Group of Financial Intelligence Units is a network of 164 FIUs. National FIUs collect information
on suspicious or unusual financial activity from the financial industry and other entities or professions
required to report transactions suspected of being money laundering or terrorism financing.
The Egmont Group recognizes sharing of financial intelligence is of paramount importance and has become
the cornerstone of the international efforts to counter ML/TF. Financial Intelligence Units (FIUs) around the
world are obliged by international AML/CFT standards to exchange information and engage in international
cooperation. Somalia applied for membership in the Egmont Group and follow-up with Saudi Arabia and
the USA as sponsors will be required to ensure the application process progresses and membership is
gained in the near future.
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ANNEX I
FINANCIAL ACTION TASK FORCE (FATF)
FATF is an intergovernmental formed in 1989 to combat money laundering and the financing of terrorism.
It is headquartered in Paris, France and has nine affiliated FATF Style Regional Bodies (FSRBs) They are:
1. Asia/Pacific Group on Money Laundering (APG) based in Sydney, Australia;
2. Caribbean Financial Action Task Force (CFATF) based in Port of Spain, Trinidad and Tobago;
3. Eurasian Group (EAG) based in Moscow, Russia;
4. Eastern & Southern Africa Anti-Money Laundering Group (ESAAMLG) based in Dar es Salaam, Tanzania
5. Central Africa Anti-Money Laundering Group (GABAC) based in Libreville, Gabon;
6. Latin America Anti-Money Laundering Group (GAFILAT) based in Buenos Aires, Argentina;
7. West Africa Money Laundering Group (GIABA) based in Dakar, Senegal;
8. Middle East and North Africa Financial Action Task Force (MENAFATF) based in Manama, Bahrain;
9. Council of Europe Anti-Money Laundering Group (MONEYVAL) based in Strasbourg, France (Council of
Europe).

FATF expects from member countries of the FSRBs the following:
1. High-level political commitment
2. Adequately criminalising money laundering and terrorist financing;
3. Establishing adequate procedures for the confiscation of assets related to money laundering;
4. Establishing an adequate legal framework for identifying, tracing and freezing terrorist assets and other
UN sanctions;
5. Ensuring a fully operational and effectively functioning financial intelligence unit;
6. Strengthening preventive measures, including for wire transfer
7. Establishing transparency for the financial sector, and for legal persons and arrangements;
8. Establishing an adequate AML/CFT supervisory and oversight authority for the whole financial sector
and designated Non-Financial Businesses & Professions
9. establishing appropriate channels for international co-operation and domestic coordination policies and
actions on identified risks and ensuring effective implementation.
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ANNEX III
ABBREVIATIONS AND ACRONYMS
AML/CFT: Anti-Money Laundering and combatting the Financing of Terrorism
CBS:		
Central Bank of Somalia
CFT:		
Countering the Financing of Terrorism
CID:		
Criminal Investigation Department
DNFBP:
Designated Non-Financial Businesses and Professions
FATF:		
Financial Action task Force
FGS:		
Federal Government of Somalia
FIU:		
Financial Intelligence Unit
FT:		
Financing of Terrorism
FRC:		
Financial Reporting Center
FI: 		
Financial Institutions
ICT:
Information and communication Technologies
ID:
Identity Document
IDLO:
International Development Law organization
IT:
Information Technology
ITIL:
Information Technology Infrastructure library
LCTRs:
Large Cash Transaction Reports
MENAFATF: Middle East and North Africa FATF
ML:
Money Laundering
MMR:
Mobile Money Regulations
MoU:
Memorandum of Understanding
MTBs:
Money Transfer Businesses
NAMLC:
National Anti-Money Laundering and combatting the Financing of Terrorism Committee
NISA:
National Intelligence and Security Agency
SQL:
Structured Query Language
ST:
Suspicious Transaction
STRs:
Suspicious Transactions Reports
US:
United States.
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