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I PURPOSE 

Pursuant to Article 88 of the Anti-Money Laundering and Terrorist Financing Act 
(Official Gazette 87/08, hereinafter: the Act), the Croatian Financial Services 
Supervisory Agency (hereinafter: the Agency) is authorised to issue independently or 
in conjunction with other supervisory bodies guidelines for the implementation of 
individual provisions contained in the Act and regulations adopted on the basis 
thereof. The Guidelines for the prevention of money laundering and terrorist 
financing (hereinafter: the Guidelines) were adopted with a view to ensuring uniform 
implementation of the provisions of the Act and regulations adopted on the basis 
thereof by: 

1 investment fund management companies, business units of third country1 
investment fund management companies, investment fund management companies 
from Member States which have a business unit in the Republic of Croatia, i.e. which 
are authorised to directly perform fund management business in the territory of the 
Republic of Croatia and third parties which are allowed, in keeping with the law 
regulating fund operations, to be entrusted with certain matters by the respective 
management company;  

2 pension companies, including pension fund management companies and 
pension insurance companies; 

3 companies authorised to do business with financial instruments and branches 
of foreign companies dealing with financial instruments in the Republic of Croatia; 

4 insurance companies authorised for the performance of life insurance matters, 
branches of insurance companies from third countries authorised to perform life 
insurance matters and insurance companies from Member States which perform life 
insurance matters directly or via a branch in the Republic of Croatia; 

5 legal and natural persons performing business in relation to factoring; 

6 legal and natural persons performing business in relation to leasing; 

7 insurance agents for entering into life insurance agreements; and 

8 insurance intermediation for entering into life insurance agreements, 

(hereinafter: reporting entities). 

                                                           
1 Third country is a non-EU Member State or a non-signatory state to the Agreement creating the 
European Economic Area. 
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II  BASIC PRINCIPLES OF THE FIGHT AGAINST MONEY LAUNDERING 
AND TERRORIST FINANCING 

 

1 Customer identification and verification 

The reporting entities shall, before establishing a business relationship with a 
customer or before carrying out a transaction involving amounts exceeding the 
amount prescribed by the Act or in other cases envisaged by the Act, obtain the 
necessary information on the customer, so as to determine and verify their identity. 
Credible customer identification can be made only on the basis of valid, independent 
and objective sources, such as an official identification document, or other public 
document verifying the veracity of the customer’s identity (official personal 
documents, notarised extract from the court or other public register). Where a 
customer’s identity cannot be determined or verified, the reporting entity shall not 
enter into a business relationship or execute a transaction and shall terminate all the 
existing business relationships with such a customer. 

2 Legislative compliance and compliance with standards 

In carrying out their registered activity, the reporting entities shall behave in 
accordance with the adopted laws and subordinate legislation that regulate the area of 
detection and prevention of money laundering and terrorist financing and ensure that 
the prescribed measures are incorporated in their business activities on all levels in a 
manner that ensures full compliance of the reporting entities with the Act. 

3 Cooperation with the Anti-Money Laundering Office and the Agency 

Within the framework of their authorities under the law, the reporting entities shall 
ensure full cooperation with supervisory authorities such as the Agency and the Anti-
Money Laundering Office (hereinafter: the Office). The obligation of cooperation 
between the reporting entities and supervisory bodies is especially important as 
regards the submission of documents and data and information that relate to 
customers or transactions which raise suspicion of money laundering or terrorist 
financing. The cooperation is also essential as regards reporting on any kind of 
behaviour or circumstances, that are, or might be connected to money laundering or 
terrorist financing and that might be prejudicial to the safety, stability and reputation 
of the financial system of the Republic of Croatia. It is exactly for that reason that the 
accepted internal procedures shall under no circumstances, directly or indirectly 
restrict the cooperation between the reporting entities and the Agency and/or the 
Office, or in any way affect the efficacy of such cooperation. 

4 Adoption of internal policies, procedures and internal audit 

The reporting entities shall adopt a uniform policy for the management of money 
laundering and terrorist financing risks, and adopt on the basis of that policy efficient 
internal procedures that are to cover in particular customer verification, risk analysis, 
and identification of customers and transactions which raise suspicion of money 
laundering or terrorist financing. It is essential to acquaint all employees with these 
procedures and to ensure full employee compliance with these procedures in the 
course of their work. The policy of the reporting entities, as regards risk management, 
shall cover customer reception and handling procedures, risk analysis preparation 
procedures, employee education processes, internal audit mechanisms, suspicious 
transactions detection and reporting procedures, and the responsibility of employees 



 4

for the implementation of the measures for the detection and prevention of money 
laundering or terrorist financing.  

5 Continuous employee education 

The reporting entities shall ensure continuous professional training and education of 
all employees directly or indirectly involved in the performance of the tasks of 
prevention or detection of money laundering and terrorist financing or performance of 
tasks which involve a higher degree of risk in terms of money laundering or terrorist 
financing as well as of external staff and agents that the reporting entity has 
authorised to perform individual tasks on the basis of an agreement.  

 

III RISK ASSESSMENT 

1 Purpose of risk analysis 

Under the Act, the risk of money laundering or terrorist financing means the risk of 
abuse, by the customer, of the financial system of the Republic of Croatia for money 
laundering or terrorist financing, i.e. the risk that a business relationship, transaction 
or product will be directly or indirectly used for money laundering or terrorist 
financing. To prevent excessive exposure to the negative effect of money laundering 
and terrorist financing, the reporting entity shall, in accordance with the Act, make a 
risk assessment. This assessment determines the level of exposure of an individual 
customer, business relationship, product or transaction to the risk of money 
laundering or terrorist financing. The preparation of risk analysis is a key precondition 
for the implementation of the prescribed customer due diligence measures. The risk 
category assigned to a customer, business relationship, product or transaction will 
determine the type of customer due diligence measure that the reporting entity is 
obligated to implement under the Act (regular customer due diligence, enhanced 
customer due diligence and simplified customer due diligence). 

2  Risk management policy and risk analysis 

The reporting entity, i.e. its management board, may, where this is necessary to ensure 
more efficient implementation of the provisions of the Act and the Guidelines, before 
preparing risk analysis, adopt an adequate policy for the management of money 
laundering and terrorist financing risks. The primary purpose of such a policy is to 
determine, on the level of reporting entities, those business areas that are more or less 
critical in respect of possible abuse relative to money laundering or terrorist financing, 
i.e. to enable the reporting entities to identify and determine on their own the key risks 
in these areas and define measures for dealing with those risks. In formulating the 
foundations for the adoption of money laundering or terrorist financing risk 
management policy, the reporting entity shall take into account the following criteria 
and define them in more detail in the formulation of its policy: 

1 the purpose and the objective of money laundering and terrorist financing risk 
management and their correlation to the business objective and strategy of the 
reporting entity; 

2 the areas and business processes of the reporting entity that are exposed to the 
risk of money laundering and terrorist financing; 

3 the risks of money laundering and terrorist financing in all key business areas 
of the reporting entity; 
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4 the measures for dealing with the risk of money laundering and terrorist 
financing; 

5 the role and the responsibility of the management board of the reporting entity 
in the introduction and adoption of money laundering and terrorist financing risks 
management. 

 

3 Preparation of risk analysis 

Risk analysis is the procedure whereby the reporting entity: 

- provides an assessment of the probability of abuse of its business operations for 
money laundering or terrorist financing; 

- defines the criteria on the basis of which an individual customer, business 
relationship, product or transaction is classified as more or less risky in terms of 
money laundering or terrorist financing; 

- determines the consequences and defines the measures for efficient management 
of such risks. 

In the preparation of risk analysis, the reporting entity shall take into account the 
following criteria: 

1 the reporting entity shall base the risk category on the exposure criteria 
determined in chapter 3.5 of the Guidelines which are used during customer due 
diligence measures to classify a customer, business relationship, product or 
transaction into one of the risk categories in accordance with chapter 5.6 of the 
Guidelines; 

2 in determining the risk category, the reporting entities may, based on the risk 
criteria determined in the Guidelines, and in accordance with their risk management 
policies, classify a customer, business relationship, product or transaction as a high-
risk category in terms of money laundering or terrorist financing and conduct a 
customer due diligence analysis;  

3 in determining the risk category of a customer, business relationship, product 
or transaction that are pursuant to the Act and the Guidelines determined as high-risk 
categories, the reporting entity shall in no way classify such risk categories as being 
of medium (average) or negligible risk. Similarly, the reporting entity shall not act 
contrary to the provisions of the Act and subordinate legislation or Guidelines and 
expand on its own initiative the group of customers, business relationships, products 
or transactions that are to be treated as posing negligible risk.  

 

4 Preparation of risk assessment 

4.1 Initial risk determination 

Based on the performed risk analysis, the reporting entity shall make a risk 
assessment of each individual customer, business relationship, product or transaction 
immediately before entering into a business relationship or executing a transaction 
and after it has performed the following: 
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1 determine the identicalness of the customer against the required collected data 
on the customer, business relationship, product or transaction and other data that the 
reporting entity is obligated to collect for the preparation of risk assessment; 

2 evaluate the obtained data in terms of the criteria of risk of money laundering 
or terrorist financing (risk determination); 

3 make a risk assessment of the customer, business relationship, product or 
transaction, based on the previous risk analysis, and classify the customer, business 
relationship, product or transaction into one of the risk categories; 

4 conduct customer due diligence measures (regular, enhanced, simplified); 

5 enter into a business relationship, i.e. execute a transaction. 

 

4.2 Subsequent risk determination 

In the context of ongoing monitoring of the business relationship with a customer, the 
reporting entity shall verify again the appropriateness of the initial risk assessment of 
the customer or a business relationship, and where it proves necessary, the reporting 
entity shall make a new risk assessment (i.e. perform subsequent risk determination). 
The reporting entity shall also verify again the appropriateness of the initial risk 
assessment of a customer or a business relationship in the following cases: 

1 in case of a substantial change in the circumstances on which the risk 
assessment of an individual customer or a business relationship was based, i.e. in case 
of change in the circumstances that influenced substantially the classification of a 
customer or a business relationship into an individual risk category; 

2 in case where the reporting entity suspects the veracity of data on the basis of 
which it made a risk assessment of an individual customer or a business relationship. 

 

5 Criteria for determining customer risk categories 

In making a risk assessment of an individual customer, business relationship, product 
or transaction, the reporting entity shall take into account the following criteria: 

1 customer type, business profile and structure; 

2 geographic origin of the customer; 

3 the nature of the business relationship, product or transaction; and 

4 the reporting entity’s previous experience with an individual customer. 

In addition to the criteria listed in the previous paragraph, when determining a degree 
of risk posed by a customer, business relationship, product or transaction, the 
reporting entity may also take into account other criteria, such as: 

1 the size, structure and business activity of the reporting entity, including the 
scope, structure and complexity of the business operations conducted by the reporting 
entity on the market; 

2 customer status and ownership structure; 

3 customer presence/absence when entering into a business relationship or 
executing a transaction; 
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4 the source of funds that are the subject of the business relationship or 
transaction in case of a customer that, under the criteria prescribed the Act, is a 
politically exposed person; 

5 the intention to enter into a business relationship or to execute a transaction; 

6 customer’s familiarity with the product and customer’s experience and 
knowledge in this area; 

7 other information that shows that a customer, business relationship, product or 
transaction might involve a higher risk.  

 

6 Customer risk categories 

According to risk criteria, a customer, business relationship, product or transaction 
may be classified into three main exposure categories. They are: 

1 high risk,  

2 medium (average) risk, and 

3 negligible risk. 

 

6.1 High risk of money laundering or terrorist financing 

6.1.1 Customer type, business profile and structure 

Customers that pose a high risk of money laundering or terrorist financing include: 

1 customers (natural or legal persons and other entities) on the list of persons 
against which the United Nations Security Council (hereinafter: UN Security Council) 
or the European Union (hereinafter: the EU) have taken measures. These measures 
include financial sanctions such as the freezing of assets in the accounts and /or ban 
on the use of assets (economic sources), arms embargo that implies ban on the sale of 
weapons to the customer, etc.; 

2 customers with a residence or a seat in entities which are not subject to 
international law, or which are not internationally recognised as states (such entities 
enable fictitious registration of legal persons, issuing of fictitious identification 
documents, etc.). 

The customers that pose a high risk of money laundering or terrorist financing also 
include: 

in the case of natural persons: 

a) a customer who is a foreign politically exposed person, i.e. a person that holds or 
held in the previous year (or longer) a prominent public function and that has a 
permanent residence in an EU-Member State or in a third country, i.e. a person 
that holds or held in the previous year (or longer) a prominent public function in 
an EU-Member State or in a third country, in particular: 

1 head of states, heads of governments, ministers and their deputies; 

2 elected representatives of legislative bodies; 

3 judges of supreme, constitutional and other high courts against whose verdicts, 
save for exceptional cases, legal remedies may not be applied; 
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4 judges of financial courts and members of central bank councils; 

5 foreign ambassadors, consuls and high-ranking officers of armed forces; 

6 members of management and supervisory boards in state-owned or majority 
state-owned legal persons; 

b) a customer whose family member is a foreign politically exposed person such as a 
spouse or a common-law partner, parents, siblings, children and their spouses or 
common-law partners;       

c) a customer whose associate is a politically exposed person, i.e. any natural person 
sharing common profits from property or an established business relationship or 
that has any other close business contacts with the politically exposed person; 

d) a customer is not personally present with the reporting entity during a client 
determination and verification procedure (personal presence with the reporting 
entity implies that the customer or its legal representative or a person authorised 
by power of attorney in case where a legal person is represented, is personally 
physically present with the reporting entity at presentation of a valid personal 
document on the basis of which the reporting entity verifies the customer’s 
identity); 

 

in the case of legal persons: 

 

a) a customer that is a foreign legal person that does not perform or is not 
allowed to perform trading, production or other activities in the domicile country of 
registration (a legal person having a seat in a country known as an offshore financial 
centre that is subject to certain restrictions as regards direct conduct of a registered 
activity in that country); 

b) a customer is a foreign legal person that performs the activities referred to in 
Article 3, item 21 of the Act, and that has unknown or hidden owners, secret investors 
or managers; 

c) a customer has a complex status structure or a complex chain of ownership (a 
complex ownership structure or a complex chain of ownership makes it difficult or 
prevents identification of the customer’s beneficial owner or the person that indirectly 
ensures funds and thus oversees, directs or in any other way significantly impacts 
financing and business decisions of the management board or the management of the 
customer); 

d) a customer is a financial organisation that does not need to be licensed by 
adequate supervisory body to conduct its activities. More specifically, under its home 
country legislation, the customer is not subject to measures aimed at detecting and 
preventing money laundering and terrorist financing; 

e) a customer is a non-profit organisation (institution, society or other legal 
person or entity established for charitable public purposes, religious communities, 
associations, foundations, non-profit associations and other persons that do not 
perform an economic activity) that meets one of the following conditions: 

1 it has a seat in a country known as an offshore financial centre; 

2 it has a seat in a country known as a financial or tax haven; 
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3 it has a seat in a non-EU Member State or in a non-signatory state to the 
Agreement creating the European Economic Area (hereinafter: the AEEA), i.e. in a 
country that is not an equivalent third country; 
4.  any of its members or founders include a natural or a legal person that is a 
resident of any of the countries mentioned in the previous item; 
 
f)  a customer is a legal person established by virtue of issue of bearer shares. 

 

6.1.2 Geographical position of customer 

Customers posing a high risk of money laundering and terrorist financing include 
those with a permanent or a temporary residence or a seat in: 

1 a non-EU Member State or a non-signatory state to the AEEA, i.e. in a country 
that is not an equivalent third country; 

2 a country that is, based on an assessment by competent international 
organisations, known for its narcotics production or well-organised and developed 
narcotics trafficking (the countries of the Near East, the Middle East or the Far East 
known for their heroine production: Turkey, Afghanistan, Pakistan and the countries 
of the Golden Triangle (Myanmar, Laos, Thailand), the countries of South America 
known for their cocaine production: Peru, Colombia, and the neighbouring countries, 
the countries of the Middle East, Far East and Central America, known for their 
production of Indian hemp: Turkey, Lebanon, Afghanistan, Pakistan, Morocco, 
Tunisia, Nigeria, and the neighbouring countries and Mexico); 

3 a country that is, based on an assessment by competent international 
organisations, known for a high degree of organised crime relating to corruption, arms 
trafficking, human trafficking or human rights violations; 

4 a country that is, based on an assessment by the international organisation 
Financial Action Task Force, classified as a non-cooperative country or territory 
(countries or territories that, as assessed by FATF, have no adequate legislation in 
place in the area of the prevention or detection of money laundering or terrorist 
financing, no government supervision or no adequate government supervision of 
financial institutions, countries or territories where the establishment of or the pursuit 
of the business of financial institutions is possible without authorisation or registration 
with the competent government authorities, countries which encourage the opening of 
anonymous accounts or other anonymous financial instruments, countries or 
territories with weaknesses in the suspicious transactions detection and reporting 
system, the countries or territories the legislation of which does not recognise the 
obligation of beneficial owner identification, and whose international cooperation is 
inefficient or nonexistent); 

5 a country subject to the United Nations or EU measures, including in 
particular complete or partial interruption of economic relations and of rail, sea, air, 
postal, telegraphic, radio, and other means of communication, the severance of 
diplomatic relations, arms embargo, travel ban, etc.; 

6 a country known as a financial or tax haven (such countries enable complete 
or partial tax remission, or impose taxes at substantially lower rates relative to other 
countries. Such countries are usually not signatories to agreements on the avoidance 
of double taxation, or if they are, they do not observe them. The legislation of such 
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countries enables, or requires strict compliance with the obligation of banking and 
professional secrecy and such countries ensure fast, discreet and cheap financial 
services. Countries generally known as financial or tax havens include Dubai – Jebel 
Ali Free Zone, Gibraltar, Hong Kong, Isle of Man, Liechtenstein, Macao, Mauritius, 
Monaco, Nauru, Nevis Island, Norfolk Island, Panama, Samoa, San Marino, Sark, 
Seychelles, Saint Christopher and Nevis, St. Vincent and the Grenadines, Switzerland, 
the cantons of Vaud and Zug, Turks and Caicos Islands, United States of America - 
federal states of Delaware and Wyoming, Uruguay, Virgin Islands and Vanuatu); 

7 a country generally known as an offshore financial centre (such countries 
impose restrictions on direct pursuit of registered activities of business entities in the 
country, ensure a high degree of banking and professional secrecy, provide for liberal 
control of foreign trade, ensure fast, discreet and cheap financial services and 
registration of legal persons. These countries are often characterised by lack of 
legislation in the area of prevention and detection of money laundering and terrorist 
financing. Countries commonly known as offshore financial centres include: Andorra, 
Anguilla, Antigua and Barbuda, Aruba, Bahamas, Barbados, Belize, Bermuda, the 
British Virgin Islands, Brunei Darussalam, Cape Verde, Cayman Islands, Cook 
Islands, Costa Rica, Delaware (USA), Dominica, Gibraltar, Grenada, Guernsey, Isle 
of Man, Jersey, Labuan (Malaysia), Lebanon, Liechtenstein, Macao, Madeira 
(Portugal), Marshall Islands, Mauritius, Monaco, Montserrat, Nauru, Nevada (USA), 
Netherlands Antilles, Niue, Palau, Panama, Philippines, Samoa, Seychelles, Saint 
Christopher and Nevis, St. Lucia, St. Vincent and the Grenadines, Zug (Switzerland), 
Tonga, Turks and Caicos Islands, Uruguay, Vanuatu and Wyoming (USA). 

The reporting entities should regard the following international organisations as 
competent for monitoring the efficacy of compliance with the implementation of the 
measures in the area of prevention of money laundering and terrorist financing with 
the provisions of international standards: 

1 the European Central Bank, 

2 the Committee on the Prevention of Money Laundering and Terrorist 
Financing of the European Commission, 

3 the Financial Action Task Force (FATF),  

4 the International Monetary Fund, 

5 the World Bank, 

6 the Egmont Group of Financial Intelligence Units, 

7 the Committee of Experts on the Evaluation of Anti-Money Laundering 
Measures and the Financing of Terrorism (MONEYVAL), 

8 the International Organization of Securities Commission (IOSCO),  

9 the Committee of European Securities Regulators  (CESR), 

10 the Committee of European Insurance and Occupational Pensions Supervisors 
(CEIOPS), 

11 the International Association of Insurance Supervisors (IAIS). 

 

6.1.3 Business relationships, products and transactions 
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Business relationships that may pose a high risk of money laundering and terrorist 
financing include: 

1 business relationships that involve regular or large payments from a 
customer’s account, or with a credit or a financial institution in a non-EU Member 
State or a non-signatory state to the AEEA, or in a country that is not treated as an 
equivalent third country, or business relationships that involve large payments to a 
customer’s account opened in a credit or a financial institution in a non-EU Member 
State, a non-signatory state to the AEEA, or in a country that is not an equivalent third 
country; 

2 business relationships entered into or conducted in its name and for the 
account of the customer by a custodian foreign credit financial or other fiduciary 
institution with a seat in a country that is a non-EU Member State, a non-signatory 
state to the AEEA, or in a country that is not an equivalent third country; 

3 business relationships entered into without customer’s personal presence with 
the reporting entity, in relation to which the conditions for simplified customer due 
diligence have not been met; and 

4 business relationships that would be entered into on behalf of a person or an 
entity that is on the list of persons or entities subject to UN Security Council or EU 
measures. 

Products posing high risk of money laundering and terrorist financing include all 
bearer negotiable instruments and negotiable instruments issued to the bearer or made 
out to a fictitious recipient, endorsed without restrictions, or instruments in other 
forms which permit title transfer after surrender and all other incomplete instruments 
which, though signed, do not indicate the recipient of the funds.  

 

Transactions that pose a high risk of money laundering and terrorist financing include: 

1 transactions intended for persons or entities that are subject to UN Security 
Council or EU measures; 

2 transactions that a customer would perform in the name and for the account of 
a person or an entity that is subject to UN Security Council or EU measures; 

3 payment of funds from the account of the customer, i.e. payment of funds to 
the account of the customer that is different from the account that the customer has 
indicated during identification, or from the account the customer normally uses or 
used to use for business transactions (particularly in case of cross-border 
transactions); 

4 transactions intended for persons with a residence or a seat in a country known 
as a financial or tax haven; 

5 transactions intended for persons with a residence or a seat in a country known 
as an offshore financial centre; and 

6 transactions intended for non-profit organisations with a seat in a country 
known as an offshore financial centre, a country known as a financial or tax haven or 
in a country that is a non-EU Member State, a non-signatory state to the AEEA, or a 
country that is not an equivalent third country. 
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6.1.4 Previous customer experience of the reporting entity  

Customers that, in light of the reporting entity’s experience, pose a high risk of money 
laundering and terrorist financing include: 

1 persons in respect of which the Office has requested the reporting entity in the 
past three years to supply information in accordance with Article 59 of the Act; 

2 persons in respect of which the Office has issued an order to the reporting 
entity in the past three years on temporary termination of a suspicious transaction 
execution; 

3 persons in respect of which the Office has issued to the reporting entity in the 
past three years an order to exercise ongoing monitoring of the customer’s financial 
operations; 

4 persons in respect of which the reporting entity has supplied in the past three 
years data to the Office because of reasons for suspicion, as regards this person or the 
transaction that this person was conducting, of money laundering or terrorist 
financing. 

 

6.2  Medium (average) risk of money laundering and terrorist financing 

The reporting entity shall classify in the medium (average) risk category that 
customer, business relationship, product or transaction that cannot be classified, on 
the basis of the Guidelines criteria, as a high risk category or a negligible risk 
category. In such a case, the reporting entity shall conduct regular customer due 
diligence procedures in accordance with the provisions of the Act. 

 

6.3 Negligible risk of money laundering and terrorist financing 

The reporting entity shall treat the following as posing a negligible risk of money 
laundering or terrorist financing: 

1 reporting entities referred to in Article 4, paragraph 2, items 1, 2, 3, 6, 7, 8, 9 
and 10 of the Act, i.e.: 

- banks, branches of Member States banks, branches of third country banks and 
Member States banks authorised for the direct provision of banking services in the 
Republic of Croatia; 

- savings banks; 

- housing savings banks; 

- Croatian Post (Hrvatska Pošta, d.d.) 

- investment fund management companies, business units of third country 
investment funds management companies, investment fund management companies 
from Member States which have a business unit in the Republic of Croatia, i.e. which 
are authorised to directly perform fund management business in the territory of the 
Republic of Croatia and third parties which are allowed, in keeping with the law 
regulating fund operations, to be entrusted with certain matters by the respective 
management company; 
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- pension companies that include pension funds management companies and 
pension insurance companies; 

- companies authorised to do business with financial instruments and branches 
of foreign companies dealing with financial instruments in the Republic of Croatia; 

- insurance companies authorised for the performance of life insurance matters, 
branches of insurance companies from third countries authorised to perform life 
insurance matters and insurance companies from Member States which perform life 
insurance matters directly or via a branch in the Republic of Croatia, or other 
equivalent institutions provided they have a seat in a Member State or in a third 
country; 

2 state bodies, local and regional self-government bodies, public agencies, 
public funds, public institutes or chambers; 

3 companies whose financial instruments have been accepted for trading and are 
traded on the stock exchanges or the regulated public market in one or several 
Member States in line with the provisions in force in the European Union, i.e. 
companies seated in a third country whose financial instruments have been accepted 
for trading and are traded on the stock exchanges or the regulated public market in a 
Member State or third country, under the condition that the third country has 
disclosure requirements in effect in line with the legal regulations in the European 
Union; 

4 persons referred to in Article 7, paragraph 5 of the Act that pose a negligible 
risk of money laundering or terrorist financing. 

 

IV CUSTOMER DUE DILIGENCE 

1 Regular customer due diligence 

1.1 Background 

Customer due diligence is a key element of prevention in the system of detection and 
prevention of money laundering and terrorist financing. The purpose of customer due 
diligence measures is credible identification and verification of a customer’s real 
identity. Customer due diligence comprises identification and verification of the 
customer’s identity, identification of the beneficial owner of the customer, in case 
where the customer is a legal person, and data on the purpose and the planned nature 
of a business relationship or transaction and other data, in accordance with the 
provisions of Article 8 of the Act. 

The reporting entity identifies and verifies the customer’s identity based on credible, 
independent and objective sources (by checking the relevant identification document 
that is an official personal document, original or a notarised extract from the court or 
other public register). The reporting entity can identify and verify customer identity in 
two ways: directly in the personal presence of the customer or his legal representative 
or other person authorised by power of attorney (only in case where the customer is a 
legal person) or indirectly, through a third person. 

The Act expressly prohibits entering into a business relationship or transaction 
execution in the case where customer identity cannot be determined or where the 
reporting entity reasonably suspects the credibility or veracity of data or 
documentation presented by the customer for identification, and in the case where the 
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customer is not ready or shows no signs of readiness to cooperate with the reporting 
entity in the determination of true and complete data required by the reporting entity 
in the framework of customer due diligence. In such a case, the reporting entity shall 
not enter into a business relationship and shall terminate the existing business 
relationship or transaction and inform the Office thereof. 

The reporting entity may simplify customer due diligence measures only in cases 
provided for in Article 14 of the Act. The reporting entities shall comply with the 
exemptions referred to in Article 14 of the Act in cases where a customer or a 
transaction gives rise to a suspicion of money laundering or terrorist financing. 

The Act rests on the basic assumption that some customers, business relationships, 
products or transactions pose greater and other smaller risks in respect of possible 
abuse relative to money laundering or terrorist financing. That is why in some cases 
the Act prescribes particularly thorough know-your-customer and customer 
verification procedures while in others it allows that simplified customer verification 
procedures be used. In addition to regular customer due diligence, the Act prescribes 
another two different approaches to customer due diligence: enhanced customer due 
diligence which is applied in case of customers that pose a great risk of money 
laundering and terrorist financing and simplified customer due diligence that can be 
applied in case of a negligible risk of money laundering and terrorist financing. 

1.2 Obligation of customer due diligence 

The reporting entity shall conduct customer due diligence: 

1 when establishing a business relationship with a customer (a business 
relationship is any business or other contractual relationship a customer establishes or 
enters into with a reporting entity which is related to the performance of reporting 
entity’s business activity, such as for instance agreements for the conduct of 
investment activities, brokerage agreements, financial instruments management 
agreements, customer access to investment fund management rules. Transfer to 
another fund of the same investment fund management company is not treated as 
entering into a new business relationship); 

2 with each transaction equal to or greater than HRK 105,000.00, regardless of 
whether the transaction is made as a single operation or as several transactions which 
clearly appear to be linked. Transactions that appear as logically mutually linked 
include: 

- two or more consecutive, mutually separated transactions, totalling together 
over HRK 105,000.00, which a customer is executing on behalf of a third person for 
the same purpose; 

- two or more transactions, totalling together over HRK 105,000.00, executed 
by several persons who are related or connected by capital, on behalf of the same third 
person and for the same purpose; 

3 in case of suspicion as to the credibility and veracity of the previously 
obtained data on the customer or a beneficial owner of the customer; 

4 whenever a transaction or a customer gives rise to suspicion of money 
laundering and terrorist financing, regardless of the transaction value. 

 

2 Enhanced customer due diligence 
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Where a customer, business relationship, product or transaction are characterised as 
posing high risk of money laundering and terrorist financing, the reporting entities 
shall conduct enhanced customer due diligence. Under Article 30 of the Act, the 
following shall be treated as posing high risk of money laundering and terrorist 
financing: the establishment of a correspondent relationship with a bank or other 
similar credit institution with a seat in a third country, the establishment of business 
relationships with a politically exposed person and instances where the customer is 
not present in person during identification and identity verification in the course of 
implementation of customer due diligence measures. The Act defines the scope of 
enhanced customer due diligence and additional measures to be taken by the reporting 
entity in the cases listed above.  

2.1 Enhanced customer due diligence in case of a foreign politically exposed 
person 

Under the Act, foreign politically exposed persons are defined as all natural persons 
with permanent residence or habitual residence in a foreign country that act or acted 
during the previous year (or longer) in a prominent public duty, including members of 
their immediate family or persons known to be close associates of such persons. 

In accordance with the provisions of the Act, a foreign politically exposed person is a 
high-risk customer. Therefore, the reporting entity shall conduct enhanced customer 
due diligence in all cases where a person defined in accordance with the Act and the 
Guidelines as a foreign politically exposed person appears as a customer, prior to 
entering into a business relationship or executing a transaction. 

Enhanced customer due diligence, in addition to customer due diligence measures 
referred to in Article 8, paragraph 1 of the Act, implies the conduct of the following 
additional measures: 

1 collecting data on the sources of funds and property that are or will be the 
subject matter of a business relationship or a transaction; 

2 obtaining a written approval from the competent superior officer before 
entering into a business relationship with such a customer; 

3 very close monitoring of transactions and other business activities carried out 
with the reporting entity by the foreign politically exposed person, after entering into 
a business relationship. 

 

Information on whether an individual is a foreign politically exposed person or not, 
shall be obtained by the reporting entity on the basis of a written statement, signed 
and completed by the customer before entering into a business relationship or before 
executing a transaction. Such a written statement shall be provided in the Croatian and 
in the English language and the reporting entity shall present it for signing to any 
customer that is a natural person with a permanent residence in another country. The 
written statement shall include as a minimum the following data: 

1 name, surname, permanent residence, date and place of birth of the customer 
that is entering into a business relationship or executing a transaction, and the number, 
type and name of the issuing authority of the valid personal document; 

2 a statement indicating whether the customer is, under the criteria of the Act, a 
politically exposed person or not; 
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3 information indicating the type of a politically exposed person in question 
(whether it is a person that acts or acted in the previous year (or longer) in a 
prominent public function, whether it is a family member of a politically exposed 
person or a close associate of a politically exposed person); 

4 information specifying the time during which the customer performed this 
function, in case of a person that acts or acted in the previous year (or longer) in a 
prominent public function in a foreign country;  

5 information on the type of public function performed by the customer 
presently or in the previous year (or longer) (head of state, head of government, 
ambassador, etc.); 

6 information on the type of family connection, where the customer is a family 
member of a politically exposed person that acts or acted in the previous year (or 
longer) in a prominent public function in a foreign country; 

7 information on the type and form of business cooperation, where the customer 
is a close associate of a person that acts or acted in the previous year (or longer) in a 
prominent public function in a foreign country; 

8 the provision under which the customer allows the reporting entity, for the 
purpose of verifying the veracity of data specified in the statement, to check customer 
data by looking into public or other available data records, and to check them directly 
with the competent authorities of another state, with the consulate or embassy of this 
country in the Republic of Croatia, or with the Ministry of Foreign Affairs of the 
Republic of Croatia; 

9 customer’s signature. 

In case of suspicion as to the veracity of data obtained on the basis of the statement, 
the reporting entity may check additionally the obtained data by looking into public 
records and other data available to it (the reporting entity has to determine on its own 
to what extent will it consider as credible and relevant for customer due diligence, 
commercial lists, or databases of politically exposed persons) or it may check the 
obtained data with the competent government bodies of other states, consulates or 
embassies of foreign countries in the Republic of Croatia and the Ministry of Foreign 
Affairs of the Republic of Croatia.  

Unlike entering into a business relationship with customers resident abroad, when 
entering into a business relationship with customers with residence in the Republic of 
Croatia, the reporting entity does not need to obtain a special statement indicating 
whether a customer is a politically exposed person, but the reporting entity shall, 
based on the obtained customer information and publicly available information, 
decide on its own whether the customer is a politically exposed person. 

 

2.2 Customer’s absence 

The reporting entity shall conduct customer due diligence in case where the customer 
or his legal representative is not personally present with the reporting entity during 
customer identification and verification and entering into a business relationship or 
where customer identity has been determined or verified by a third person. 

In addition to the measures referred to in Article 8, paragraph 1 of the Act, customer 
due diligence shall also comprise at least one of the following measures: 
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1 obtaining documents, data or information on the basis of which the reporting 
entity may check and verify additionally the credibility of identification documents 
and data used in customer identification and verification (a notarised copy of the 
personal identification document, current, giro, and foreign currency account cards 
and passbook account); 

2 additional verification of the obtained customer data in public and other 
available data records; 

3 obtaining adequate references from a credit or a financial institution having a 
contractual business relationship with the customer (e.g. holding an account with such 
an institution), taking into account the fact that in this case only those institutions that 
comply with home country anti-money laundering and terrorist financing measures 
may be treated as credit or financial institutions); 

4 additional verification of data and information on the customer with the 
competent government bodies or other competent supervisory authorities in the 
country where the customer has its residence or seat; 

5 establishing a direct contact with the customer either by phone or by a visit to 
the customer by an authorised person of the reporting entity at the place of his 
residence or in his seat. 

When entering into a business relationship in the absence of the customer, where the 
customer’s identity has been determined and verified by a third person, the reporting 
entity shall use the measures for determining whether the third person entrusted with 
customer due diligence has determined and verified the customer’s identity in the 
presence of the customer.  

When entering into a business relationship in the absence of the customer, the 
reporting entity shall, in accordance with the provisions of the Act, implement 
measures for determining whether the customer has, prior to executing a transaction, 
made the first payment crediting the reporting entity and debiting the account that the 
customer or his legal representative holds, or has opened in its name or in the name of 
the customer, with one of the following credit institutions: 

1 bank seated in the Republic of Croatia authorised by the Croatian National 
Bank to perform banking services; 

2 EU-Member State bank with a branch in the Republic of Croatia, authorised 
for the direct provision of banking services in the Republic of Croatia; 

3 branches of third country banks authorised by the Croatian National Bank; 

4 savings bank seated in the Republic of Croatia which provides banking 
services based on an authorisation of the Croatian National Bank; and 

5 bank seated in an EU-Member State, a signatory state to the Agreement 
creating the European Economic Area or an equivalent third country; 

and that the customer has indicated in the relevant statement, in the course of entering 
into a business relationship. 

The reporting entity shall pay particular attention to each risk of money laundering 
and/or terrorist financing that might arise from new technologies which enable 
anonymity, such as for instance e-banking, and formulate policies and take measures 
to prevent the use of new technologies for the purpose of money laundering and 
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terrorist financing. The policies and procedures of the reporting entity for the risk 
associated with a business relationship or a transaction with customers that are not 
physically present, shall also be applied in business operations with customers 
conducted by means of new technologies, in accordance with the provisions of Article 
33 of the Act. 

2.3 Other high-risk customers 

Under Article 30, paragraph 3 of the Act, enhanced customer due diligence measures 
may be also be used in other cases of high-risk customers, business relationships, 
products or transactions. The use of the prescribed legislative measures, in accordance 
with the Guidelines, includes the implementation of the following measures: 

1 mandatory prior written approval for entering into such a business relationship 
or for executing a transaction, issued by a superior officer in the reporting entity; 

2 mandatory use of one of the following measures: 

a) obtaining documents, data or information, based on which the reporting entity 
additionally checks and verifies the credibility of identification documents and data 
used in customer identification and verification; 

b) additional verification of the obtained customer data by looking into public 
and other available data records; 

c) obtaining relevant references from a credit or a financial institution having a  
business relationship with the customer (holding an account with that institution), 
taking account of the fact that in this case only institutions that comply, in accordance 
with their home legislation, with the measures for the prevention of money laundering 
and terrorist financing can be treated as credit or financial institutions (from EU or 
equivalent third countries); 

d) additional customer data and information verification with the competent 
government bodies or other competent supervisory institutions in the country where 
the customer has its residence or its seat; 

e)  establishing a direct contact with the customer, either by phone or by a visit to 
the customer by an authorised person of the reporting entity at the place of his 
residence or in his seat. 

3 mandatory monitoring of transactions and other business activities that the 
customer performs with the reporting entity. 

 

3 Simplified customer due diligence 

As provided by the Act, the reporting entity may conduct a simplified customer due 
diligence in case of a negligible risk of money laundering or terrorist financing, 
transparent or publicly available data on the customer that is a legal person or on its 
beneficial owner, or in case of appropriate supervision of customer’s business 
operations on a national level. This means that the reporting entity performs customer 
identification and verification, but the procedure involved is less extensive than in the 
case of regular or comprehensive customer due diligence. The presence of a legal 
representative of a legal person or a person authorised by power of attorney to act on 
behalf of a legal person is not mandatory in identity determination, and neither is the 
identification of the beneficial owner of the customer.  
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When the Act permits the reporting entity to conduct a simplified customer due 
diligence in respect of customers that are reporting entities referred to in Article 4, 
paragraph 2, items 1, 2, 3, 6, 7, 8, 9 and 10, based on the obtained data on the 
customer and customer risk assessment in terms of the risk of money laundering and 
terrorist financing, the reporting entity shall determine whether the customer really 
meets the conditions and poses, in accordance with the Guidelines, a negligible risk of 
money laundering and terrorist financing.  

The reporting entity shall not enter into a business relationship or execute a 
transaction before it has established all the facts necessary to determine whether a 
simplified customer due diligence is warranted. The simplified customer due 
diligence shall not be allowed in cases where a customer or a transaction raises 
suspicion of money laundering or terrorist financing, and where a customer has been 
classified, based on risk assessment, as a high-risk customer. 

 

4 Customer due diligence conducted by a third person 

When entering into a business relationship, the reporting entity may entrust the 
customer due diligence procedure to a third party, provided it checks beforehand 
whether the third person entrusted with the task of customer due diligence meets all 
the conditions prescribed by the Act and the subordinate legislation.  

The reporting entity shall check whether the third person meets the conditions in one 
of the following ways: 

1 by looking into public or other available data records; 

2 by looking into documents and business documentation submitted to the 
reporting entity by the third person; or 

3 by obtaining a written statement from the third person, guaranteeing the 
reporting entity that it meets the prescribed conditions. 

A third person that has conducted customer due diligence instead of the reporting 
entity, shall be responsible for meeting the conditions prescribed by the Act, including 
the obligation of suspicious transactions reporting and of keeping data and 
documentation. 

Although a third person has conducted customer due diligence instead of the reporting 
entity, the reporting entity holds the ultimate responsibility for the implementation of 
customer due diligence.  

 

V  IMPLEMENTATION OF THE MEASURES FOR DETECTION AND 
PREVENTION OF MONEY LAUNDERING AND TERRORIST FINANCING 
IN BUSINESS UNITS AND COMPANIES IN WHICH THE REPORTING 
ENTITY HAS A MAJORITY HOLDING OR A MAJORITY VOTING RIGHT 
AND WHICH HAVE A SEAT IN A THIRD COUNTRY 

The reporting entity shall set up a system of uniform money laundering detection and 
prevention policy. The reporting entity shall take care that the measures for the 
detection and prevention of money laundering and terrorist financing prescribed by 
the Act, such as customer due diligence, suspicious transaction reporting, record-
keeping, internal audit, appointment of a person authorised by power of attorney, data 
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retention, and other essential circumstances associated with the detection and 
prevention of money laundering and terrorist financing also be conducted in the same 
or similar scope in business units and companies in which the reporting entity has a 
majority holding or a majority voting right which have a seat in a third country.  

Where the standards for the detection and prevention of money laundering and 
terrorist financing implemented in the operations of business units and companies in 
which the reporting entity has a majority holding or a majority voting right are in 
direct opposition to the legislation of the third country in which that business unit or 
company has a seat, the reporting entity shall inform the Office thereof and take 
appropriate measures to deal with the risk of money laundering and terrorist 
financing, such as: 

1 setting up additional internal procedures for the prevention or reduction of the 
possibility of abuse relative to money laundering or terrorist financing; 

2 performing additional internal audit of the business of the reporting entity in 
all key areas most exposed to the risk of money laundering and terrorist financing; 

3 setting up internal mechanisms for risk assessment of individual customers, 
business relationships, products, transactions, in accordance with the Guidelines; 

4 implementing strict customer classification policy according to their risk 
profile and consistent implementation of the measures adopted on the basis of that 
policy, 

5 additional employee education. 

The management board of the reporting entity shall: 

- ensure that all business units and companies in which the reporting entity has a 
majority holding or a majority voting right and which have a seat in a third country 
and their employees are acquainted with the policy for detecting and preventing 
money laundering and terrorist financing; 

- ensure through heads of business units and companies in which the reporting 
entity has a majority holding or a majority voting right, that the internal procedures 
for the detection and prevention of money laundering and terrorist financing, adopted 
on the basis of the Act and the Guidelines, be incorporated into their business 
processes to the highest extent possible; 

- conduct ongoing supervision of adequate and efficient implementation of the 
measures for the detection and prevention of money laundering and terrorist financing 
in business units and companies in which the reporting entity has a majority holding 
or a majority voting right and which have a seat in a third country. 

The business units and companies in which the reporting entity has a majority holding 
or a majority voting right and which have a seat in a third country shall, at least once a 
year, inform the reporting entity about the measures adopted in the area of detection 
and prevention of money laundering, particularly about customer due diligence 
measures, risk analysis/assessment procedures, suspicious transactions detection and 
reporting, safety and archiving of data and documentation, keeping records on the 
customer, business relationships and transactions. 
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VI   CUSTOMER BUSINESS ACTIVITIES MONITORING 

1 The purpose of monitoring customer business activities  

Ongoing monitoring of the business activities of the customer is essential for the 
determination of the efficacy of implementation of the prescribed measures in the area 
of detection and prevention of money laundering and terrorist financing. The purpose 
of monitoring customer business activities lies in the determination of the legitimacy 
of customer’s business operations and verification of the compliance of customer’s 
business operations against the envisaged nature and purpose of the business 
relationship that the customer has entered into with the reporting entity and against 
the usual scope of its operations. Monitoring customer business activities can be 
divided into four segments of the customer’s business operations with the reporting 
entity: 

1 monitoring and verifying the compliance of the customer’s business operations 
against the envisaged nature and purpose of the business relationship; 

2 monitoring and verifying the compliance of the customer’s sources of funds 
against the envisaged source of funds indicated by the customer during the 
establishment of a business relationship with the reporting entity; 

3 monitoring and verifying the compliance of the customer’s business operations 
against the usual scope of its operations; 

4 monitoring and updating the collected customer documents and data. 

 

2 Measures for monitoring customer business activities  

1 To monitor and verify the compliance of the customer’s business operations 
against the envisaged nature and purpose of the business relationship that a customer 
has entered into with the reporting entity, the following measures will be used: 

a. an analysis of data on the purchase and/or sale of a financial instrument or an 
analysis of other transactions during a certain period of time with a view to 
determining any circumstances that might, in connection with a certain purchase or 
sale of financial instruments or other transaction, give rise to the suspicion of money 
laundering or terrorist financing. A decision on suspicion shall be based on the criteria 
of suspicion determined in the Indicators for the detection of suspicious customers 
and transactions that give rise to the suspicion of money laundering and/or terrorist 
financing; 

b. conducting a new customer risk assessment, or updating the previous customer 
risk assessment. 

2 To monitor and verify the compliance of the customer’s business operations 
against the usual scope of its operations, the following measures shall be taken into 
account:  

a. monitoring the value of the purchase or sale of financial instruments or of other 
transactions exceeding a certain amount. The reporting entity shall determine on its 
own the amount above which it will monitor the business operations of a customer. 
The amount will be determined for each customer separately, in view of the risk 
category an individual customer belongs to (for efficient implementation of this 
measure, the reporting entity may set up adequate software support); 
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b. an analysis of an individual purchase or sale of a financial instrument or of 
another transaction from the standpoint of suspicion of money laundering and terrorist 
financing, in case where the sum total of sales or purchases exceeds a certain value. 
The analysis of a suspicious purchase or sale of financial instruments or of other 
transactions is based on the criteria of suspicion determined in the Indicators for the 
detection of suspicious customers and transactions that give rise to the suspicion of 
money laundering and/or terrorist financing. 

 

3 To monitor and update the collected customer documentation and data: 

a. a repeated annual customer due diligence, in accordance with Article 27 of the 
Act; 

b. a repeated customer due diligence in case of doubt as to the credibility of the 
previously obtained data on the customer or the beneficial owner of the customer (in 
case of a customer who is a legal person); 

c. verification of data on the customer or his legal representative in a court or other 
public register; 

d. verification of the obtained data directly with the customer or his legal 
representative or person authorised by power of attorney; 

e. checking the list of persons, countries and other entities subject to UN Security 
Council or EU measures. 

 

3. Scope of customer business activities monitoring 

The scope and the intensity of customer business activities monitoring depend on the 
risk assessment of an individual customer, i.e. on the risk category assigned to a 
customer. Adequate scope of customer business activities monitoring shall imply: 

1 in case of a high-risk customer, the reporting entity shall carry out the prescribed 
measures for monitoring the business activities of a customer that is assessed as a 
high-risk customer in accordance with the Guidelines at least once a year. High-risk 
customer business activities monitoring includes the measures specified in items 1.a, 
2.a, 2.b and 3.e of this chapter. In case of a high-risk customer, the reporting entity 
shall conduct the measures of repeated annual customer due diligence regularly at 
least once a year, in case the conditions prescribed by the Act have been met; 

2 in case of a medium (average)-risk customer, the reporting entity shall carry out 
the prescribed measures for monitoring the business activities of a customer that is 
assessed as a medium (average)-risk customer in accordance with the Guidelines at 
least every three (3) years. Medium (average)-risk customer business activities 
monitoring includes the measures specified in items 1.b, 2.a, 2.b and 3.e of this 
chapter. In case of a medium (average)-risk customer, the reporting entity shall 
conduct the measures of repeated annual customer due diligence regularly at least 
once a year, in case the conditions prescribed by the Act have been met; 

3 in case of a customer that poses a negligible risk, the reporting entity shall carry 
out the prescribed measures for monitoring the business activities of a customer that is 
assessed as a low-risk customer in accordance with the Guidelines at least every five 
(5) years. Low-risk customer business activities monitoring includes the measures 
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specified in items 1.b and 3.e of this chapter. In case of a low-risk customer, the 
reporting entity shall conduct the measures of repeated annual customer due diligence 
regularly at least once a year, in case the conditions prescribed by the Act have been 
met. 

The implementation of the measures for customer business activities monitoring shall 
not be required if the customer has not conducted business activities  (purchase and 
sale of financial instruments or other transactions) after having entered into a business 
relationship, i.e. during the period referred to in items 1, 2 and 3 of this chapter. The 
measures for customer business activities monitoring, categorised in accordance with 
the Guidelines, shall in such a case be conducted by the reporting entity with the first 
next purchase or sale of a financial instrument or other transaction. 

In its internal bylaws, the reporting entity may, in accordance with its money 
laundering and terrorist financing risk management policy, prescribe more frequent 
monitoring of business activities of individual types of customers than that envisaged 
under the Guidelines and impose an additional scope of measures for monitoring 
customer business activities and determining the legitimacy of the customer’s 
business operations.  

 
VII DATA COMMUNICATION  

1 Cash transactions reporting   

In accordance with the provisions of the Act, the reporting entity shall supply the 
Office with data on a customer’s cash transaction exceeding HRK 200,000.00 
immediately upon or at the latest within three days from the execution of the 
transaction, using the form which is a constituent part of the Ordinance on the 
obligation to report cash transactions of HRK 200,000.00 or above to the Anti-Money 
Laundering Office and on the conditions under which the reporting entities are not 
obligated to report cash transactions of individual customers to the Anti-Money 
Laundering Office (Official Gazette 1/2009). A cash transaction is each transaction in 
which a reporting entity receives from or hands over to a customer cash (banknotes 
and coins) in an amount exceeding HRK 200,000.00, irrespective of the currency in 
which such cash is received by the reporting entity or handed over to such customer.  
 
In accordance with the above-mentioned Ordinance, reporting entities shall not be 
obliged to report to the Office on a customer’s cash transaction involving the 
depositing of daily proceeds from the sale of goods or services to the customer’s 
account with a reporting entity referred to in Article 4 paragraph 2 items 1 and 2 of 
the Act, unless there is reason for suspicion of money laundering or terrorist 
financing.  
 
Reporting entities shall also not be obliged to report to the Office on a cash 
transaction conducted by a customer for which, in accordance with Article 35 
paragraph 1 of the Act, simplified due diligence may be performed, unless there is 
reason for suspicion of money laundering or terrorist financing.  
 
2 Reporting suspicious transactions  
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2.1 What is a suspicious transaction?  

The Act defines a suspicious transaction as a transaction for which the reporting entity 
and/or a competent body deem that there is reason for suspicion of money laundering 
or terrorist financing in relation to the transaction or the person conducting the 
transaction, i.e. a transaction suspected to involve resources from illegal activities. 
Pursuant to the provisions of the Act, all transactions which are unusual in their 
nature, scope, complexity or correlation, lack any evident economic or legal basis, 
diverge from or are inconsistent with the usual and expected transactions of a 
customer, as well as other circumstances associated with the customer, may be 
considered as suspicious transactions. Both customer transactions and business 
relations may be considered as suspicious. The assessment of the degree of suspicion 
regarding a customer, transaction or a business relation is based on the suspicion 
criteria, defined by the list of indicators for the detection of suspicious customers and 
transactions for which there is reason for suspicion of money laundering or terrorist 
financing. The indicator lists are basic guidelines for the employees/authorised person 
for the detection of suspicious circumstances related to a customer or a transaction 
conducted or business relation entered into by a customer. The employees of the 
reporting entity must therefore be familiar with the indicators in order to use them in 
their work. The authorised person shall provide any expert assistance to the 
employees in assessing whether a particular transaction is suspicious.  

The employee of the reporting entity establishing that there is a reason for suspicion 
of money laundering or terrorist financing shall immediately notify thereof the 
authorised person for the prevention of money laundering or his/her deputy. The 
reporting entity shall set up a procedure for reporting suspicious transactions between 
all organisational units and the authorised person, pursuant to the following 
instructions:  
1 to specify in detail the data communication method (by telephone, facsimile, 
secure electronic mail, etc.);  
2 to specify the type of data submitted (data on customers, reasons for suspicion 
of money laundering, etc.); 
3 to specify the method of cooperation of operating units with the authorised 
person;  
4 to specify the course of action to be taken with a customer in the event of a 
temporary transaction suspension by the Office;  
5 to define the role of the reporting entity’s responsible person in reporting a 
suspicious transaction;  
6 to prohibit the disclosure of data indicating that data, information or 
documentation are to be submitted to the Office;  
7 to define measures to continue doing business with a customer (temporary 
suspension of business, termination of the business relation, conducting enhanced 
customer due diligence and enhanced scrutiny in monitoring the clients’ future 
business activities, etc.).  
 
2.2 Reporting to the Office  

In accordance with the Act, the reporting entity shall submit the required data to the 
Office in all instances when there is a reason for suspicion of money laundering or 
terrorist financing. The obligation to report on suspicious transactions shall apply not 
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only with regard to the transactions concluded by a customer, but also with regard to 
all the transactions that a customer intended/attempted to conclude and then cancelled 
without any justifiable grounds. The reporting obligation shall apply in the event 
when the reporting entity, when entering into a business relation or executing a 
transaction, is unable to identify the customer and verify the customer’s identity in the 
manner prescribed by the Act, i.e. in the event when it is unable to identify the 
beneficial owner of the customer or obtain data on the purpose and intended nature of 
the business relationship or transaction, and other data prescribed by the Act and 
Ordinance on the obligation to report suspicious transactions and persons to the Anti-
Money Laundering Office (Official Gazette 1/2009).  

The suspicious transaction report shall be submitted to the Office as a rule before the 
execution of a transaction (by telephone, facsimile or in any other appropriate 
manner), and shall indicate the deadline for completing the transaction. In the event 
of preliminary reporting, the reporting entity may submit the report to the Office by 
facsimile or telephone, but it must also send it in writing, no later than next business 
day. The reporting entity is often prevented from following the prescribed procedure 
due to the nature of the transaction, because it has not been executed, or for other 
justified reasons. In such an event, the reporting entity shall undertake to submit data 
to the Office at the soonest possible occasion, i.e. immediately upon learning of a 
reason for suspicion of money laundering or terrorist financing. The reporting entity’s 
report shall indicate the reason for which the reporting entity failed to follow the 
prescribed procedure.  
 
 
VIII EDUCATION AND PROFESSIONAL TRAINING  

In accordance with the provisions of Article 49 of the Act, the reporting entity shall 
provide for regular professional training and education of all employees carrying out 
tasks related to the prevention and detection of money laundering and terrorist 
financing, that is, of all employees carrying out specific tasks at the workplaces which 
are or may be indirectly or directly exposed to a money laundering or terrorist 
financing risk, and of all external collaborators and representatives contractually 
entrusted with carrying out such tasks, unless they are independent reporting entities 
for the implementation of measures related to the detection and prevention of money 
laundering and terrorist financing, in accordance with Article 4 of the Act.  

The human resources department of the reporting entity shall, in cooperation with the 
authorised person, each calendar year and no later than by the end of the current year, 
draw up an annual professional training and education programme for the prevention 
and detection of money laundering and terrorist financing. The programme shall set 
out:  
1 the content and scope of the education programme,   
2 the aim of the education programme,  
3 the education programme implementation method (lectures, workshops, 
exercises, etc.),  
4 the education programme target employee group,  
5 the education programme duration.  
 



 26 

The reporting entity shall also include all new employees in the education and 
professional training programmes. The reporting entity shall to this end organise a 
special professional training and education programme for the prevention and 
detection of money laundering and terrorist financing. The programme shall at a 
minimum comprise the following: the provisions on the obligation to conduct 
customer due diligence and to make a money laundering and terrorist financing risk 
assessment, the obligation to submit the required data to the Office, the indicators for 
the detection of customers and transactions in respect of which there is a reason for 
suspicion of money laundering or terrorist financing, the requirements related to the 
protection and retention of data, and the procedures implemented by the reporting 
entity (ordinances and instructions) for the purpose of implementing the Act, 
subordinate legislation and Guidelines. 

Regular professional training and education within a reporting entity may be 
performed by the authorised person, his/her deputy or another professionally trained 
person, appointed on a proposal from the authorised person by the management board 
of the reporting entity. 
 
 
IX INTERNAL AUDIT  

The reporting entity shall establish regular, systematic and independent control of the 
regularity and efficiency of application of the prescribed measures for the detection 
and prevention of money laundering and terrorist financing. The purpose of internal 
audit is to detect and eliminate irregularities in the application of the prescribed 
measures for the detection and prevention of money laundering and to improve the 
system of detection of customers’ transactions in respect of which there is a reason for 
suspicion of money laundering or terrorist financing. When performing internal audit, 
the reporting entity should give consideration to the following key areas:  

1 the performance of operational procedures for the detection and prevention of 
money laundering and terrorist financing in accordance with the money laundering 
and terrorist financing risk management policy;  
2 the compliance of risk assessment procedures performed in relation to a 
customer, business relationship, product or transaction with the money laundering and 
terrorist financing risk management policy and risk analysis;  
3 an adequate protection of the submitted data;  
4 an adequate and thorough professional training and education for the detection 
and prevention of money laundering and terrorist financing; 
5 an adequate and frequent use of the list of indicators for the detection of 
suspicious transactions;  
6 an adequate and efficient system for the submission of data on the customers 
and transactions in respect of which there is a reason for suspicion of money 
laundering or terrorist financing;  
7 adequate measures and recommendations for the reporting entity, deriving 
from internal audit findings.  
 
When performing internal audit, the reporting entity shall also establish control of the 
regularity and efficiency of application of the measures for the detection and 
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prevention of money laundering and terrorist financing by external collaborators and 
representatives contractually authorised to perform part of the operations.  

The reporting entity shall authorise the internal audit department or another competent 
supervisory body to independently verify the compliance of the system for detecting 
and preventing money laundering and terrorist financing with the provisions of the 
Act, subordinate legislation and Guidelines, which is to notify the management board 
of the reporting entity of its findings in the form of proposed measures and 
recommendations for the elimination of irregularities. The reporting entities should 
control the regularity and efficiency of the application of the prescribed measures for 
the detection and prevention of money laundering and terrorist financing through 
regular or extraordinary examinations. 
 
X DATA PROTECTION  

The reporting entity shall consider data which it receives and uses pursuant to the 
provisions of the Act as a business secret, in accordance with the act regulating data 
secrecy, where such data are so classified by the Office. All employees and other 
persons having access to such data in any other manner shall ensure the secrecy 
thereof. 

Notwithstanding the above, the following data shall be considered as a business secret 
or as secret data pursuant to the Act (data which reporting entities are not allowed to 
disclose to a customer or third person):  
1 data indicating that there is reason for suspicion of money laundering or 
terrorist financing in relation to a customer or transaction, and that these data have 
been forwarded to the Office;  
2 data on the temporary suspension of a suspicious transaction, and all the 
related details;  
3 data on the order to exercise ongoing monitoring of a customer’s financial 
operations;  
4 data indicating that an investigation has been or is likely to be initiated against 
a customer or third party related to money laundering or terrorist financing.  
 
The obligation of data secrecy shall not apply in the case where such data are needed 
to establish facts in a criminal procedure, where the submission of such data is 
requested in writing or ordered by a competent court, or where such data are required 
from the reporting entity by the Office or Agency for the purpose of conducting 
supervision over the implementation of the Act.  

The exemption from the obligation of data secrecy shall also apply in the case where a 
reporting entity is required pursuant to the Act to submit data to the Office. In doing 
so, the employees of the reporting entity may not be held accountable for any damage 
caused to customers or third persons if they act in accordance with the request of the 
Office, or in the cases set forth in Article 76 of the Act.  

Access to data classified as a business secret or as secret shall be restricted. The 
reporting entity shall in its internal bylaws specify in detail the conditions for and 
manner of access to such data, taking into account the following instructions:  
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1 data and documentation shall be stored in such a manner and form as to 
prevent any unauthorised persons from accessing them and learning of their content 
(in file rooms meeting technical and safety standards, in locked fire-resistant 
cupboards, etc.);   
2 the members of the management and supervisory boards of the reporting 
entity, authorised person for the prevention of money laundering and terrorist 
financing, his/her deputies, heads of the operational units of the reporting entity and 
other persons appointed by the management board of the reporting entity shall have 
the right to examine data on customers and transactions in respect of which there is 
reason for suspicion of money laundering and terrorist financing;  
3 it is forbidden to photocopy, copy, alter, publish or in any other manner 
reproduce the documentation containing such data prior to the written approval of the 
responsible person;  
4 where documentation is photocopied, the reporting entity shall ensure that 
each photocopy clearly shows which part of the documentation it is made from, that it 
is clearly labelled as a photocopy, with an indication of the number of photocopies 
made, the date they were made and the signature of the person who made them;  
5 the employees of the reporting entity shall consistently apply personal 
password login and logout procedures when commencing and ending data processing, 
thus preventing unauthorised persons from gaining access to the documents;  
6 a system shall be in place for monitoring the access to and processing of data 
and documentation;  
7 data shall only be forwarded in such a form as to prevent unauthorised persons 
from gaining access thereto, by an in-house courier service or by registered mail in a 
sealed envelope, with a return receipt, etc.; where data are submitted electronically, by 
means of a safe electronic operating system (message encryption or encoding, etc.);  
8 the employees of the reporting entity shall consistently obey the laws 
regulating personal data protection and data secrecy.  
 
 
XI AUTHORISED PERSON FOR THE PREVENTION OF 

MONEY LAUNDERING AND TERRORIST FINANCING  

The reporting entity shall appoint an authorised person and one or more deputies to 
perform money laundering and terrorist financing detection and prevention matters, as 
laid down in the Act and subordinate legislation. The reporting entity shall ensure that 
in performing the matters referred to in the Act the authorised person complies with 
the following instructions:  
1 to provide expert assistance to the employees in the operational 
implementation of measures in the field of money laundering and terrorist financing 
detection and prevention;  
2 to provide advice to the management board of the reporting entity on 
designing the money laundering and terrorist financing risk management policy;  
3 to continuously inform the management board of the reporting entity on the 
activities performed by the reporting entity in the field of detection and prevention of 
money laundering and terrorist financing; 
4 to cooperate with other reporting entities in designing a uniform money 
laundering and terrorist financing detection and prevention policy.  
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XII LEGAL NATURE AND VALIDITY OF THE GUIDELINES  

The Guidelines shall be issued pursuant to Article 88 of the Act and shall be binding 
for all reporting entities set forth in items 7, 8, 9, 10, 15.a (factoring), 15.b, 15.h. and 
15.i of the Act. The Agency may, pursuant Article 85 of the Act, verify the 
compliance of the reporting entity’s internal procedures pertinent to money laundering 
and terrorist financing prevention and detection with the provisions of the Act.   

The reporting entities shall at the latest until 15 September 2009 bring their operations 
into compliance with the content of the Guidelines and ensure the compliance of their 
internal bylaws, in accordance with the provisions of the Act.   

The Guidelines shall enter into force and begin to apply on 15 September 2009.   

Class: 011-02/09-04/36  
Reg. No: 326-01-09-2  
Zagreb, 10 September 2009  

 
Chairman of the Board  

Ante Samodol 
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Appendix I Croatian and International Regulations in the Field of Money 
Laundering and Terrorist Financing Prevention 
 

1 Anti-Money Laundering and Terrorist Financing Act (Official Gazette 87/08),  

2 Ordinance on the obligation to report suspicious transactions and persons to 
the Anti-Money Laundering Office (Official Gazette 1/09),   

3 Ordinance on the obligation to report cash transactions of HRK 200,000.00 or 
above to the Anti-Money Laundering Office and on the conditions under which the 
reporting entities are not obligated to report cash transactions of individual customers 
to the Anti-Money Laundering Office (Official Gazette 1/09),  

4 Ordinance on the control of domestic and foreign currency cash taken in and 
out of the country across the state borders (Official Gazette 1/09),  

5 Ordinance on the manner and the time limits for reporting suspicious 
transactions and persons to the Anti-Money Laundering Office and on the keeping of 
records by lawyers, law firms, public notaries, audit firms and independent auditors 
and legal and natural persons engaged in accounting and tax counselling activities 
(Official Gazette 1/09),  

6 Ordinance on the content and type of data on the payer accompanying 
electronic funds transfer, the obligations of payment services provider and on 
exemptions from the obligation to collect data in funds transfer (Official Gazette 
1/09),  

7 Directive 2005/60/EC of the European Parliament and of the Council of 26 
October 2005 on the prevention of the use of the financial system for the purpose of 
money laundering and terrorist financing,  

8 Commission Directive 2006/70/EC of 1 August 2006 laying down 
implementing measures for Directive 2005/60/EC of the European Parliament and of 
the Council as regards the definition of ‘politically exposed person’ and the technical 
criteria for simplified customer due diligence procedures and for exemption on 
grounds of a financial activity conducted on an occasional or very limited basis,   

9 Regulation (EC) No 1781/2006 of the European Parliament and of the Council 
of 15 November 2006 on information on the payer accompanying transfers of funds,  

10 Regulation (EC) No 1889/2005 of the European Parliament and of the Council 
of 26 October 2005 on controls of cash entering or leaving the Community,  

11 Council of Europe Convention on Laundering, Search, Seizure and 
Confiscation of the Proceeds from Crime and on the Financing of Terrorism, Warsaw, 
16 May 2005,  

12 40 FATF Recommendations for the prevention of money laundering, June 
2003,  

13 European Convention on the Suppression of Terrorism, Strasbourg, 27 
January 1977, signed by the Republic of Croatia on 7 November 2001 and ratified on 
19 September 2002,  

14 Protocol amending the European Convention on the Suppression of Terrorism, 
Strasbourg, 15 May 2003,  



 31 

15 UN Security Council Resolution 1373, 2001,  

16 International Convention for the Suppression of the Financing of Terrorism, 
New York, 9 December 1999, under ratification in the Republic of Croatia,  

17 Council of Europe Convention on the Prevention of Terrorism, Warsaw, 16 
May 2005,  

18 FATF Special Recommendations on Terrorist Financing, October 2001 and 
October 2004.  

 

 

Appendix II  

Links 

2.1 Links to the lists of countries subject to UN Security Council and EU 
restrictive measures: 

http://ec.europa.eu/external_relations/cfsp/sanctions/list/consol-list.htm 
http://www.un.org/sc/committees/  

2.2 Links to international institutions  

http://www.fatf-
gafi.org/pages/0,2987,en_32250379_32235720_1_1_1_1_1,00.html 
http://www.coe.int/t/dghl/monitoring/moneyval/  
 

 


