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ABSTRACT

“Supervision and Control” as an essential part
of any Anti-Money Laundering Management
System, is of great importance in preventing
and combating the purification of criminal
proceeds. Since the Financial Action Task Force,
recommended countries and those subject to anti-
money laundering laws to adopt a "Risk-Based
Approach" and considered it as a fundamental
principle in combat money laundering, by
adopting such an approach in the national and
intra-organizational supervisory and control
structure, it is possible to identify the highest risks
and to direct resources according to priorities.
Considering the importance of the matter, in
this research, by studying the documents and
recommendations issued by FATF and Iran's Anti-
Money Laundering Law (amended 2018), in a
descriptive-analytical method, while identifying
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and explaining the standards of adopting a risk-based approach in anti-money
laundering supervisory and control structure with a view to draw a road map,
the legislative position of Iran will be analyzed in this regard. In conclusion,
by identifying the components of adopting a standard risk-based approach and
studying Iran's legislative approach, the results show that in Iran's anti-money
laundering supervisory and control structure, with the formation of the necessary
institutions, the adoption of a risk-based approach has been considered at both
national and intra-organizational levels, and its manifestation can be seen in
the prediction of "National Risk Assessment Workgroup", "National Risk
Assessment Document" and "Action Plan".
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[Extended Abstract]

"Supervision and Control", are key components of a management system, both
of which have the function of inspecting, measuring, and evaluating the actions
taken in order that they are carried out in accordance with their plans. In the
event that deviations are observed, this action will restore the executive system
to a corrected and desirable state.

FATF has placed significant emphasis on supervision and control for
the purpose of combating money laundering and terrorism financing, and it
supports the development and implementation of a " Risk-Based Approach "
despite emphasizing the countries' assurances that adequate regulations and
supervision are in place for financial institutions and non-financial businesses.
Incorporating a Risk-Based Approach into the supervisory and control structure
will enable the organization to recognize and reduce risks, as well as correct
and eliminate damages through evaluation and analysis. As a result of this
approach, resources are directed according to priorities, so that the most serious
threats are given the highest priority.

As part of a standard anti-money laundering regulatory and control structure,

the following principles should be observed: joint and combined supervision
and control with the ability to exchange information, independence of the
supervisory body and accountability, access to information of the supervisory
body, the authority for the supervisory body to establish regulations, and if
necessary, to punish and utilize financial and human resources.
When organizations are subject to anti-money laundering regulations, they must
follow a process called "risk-based approach" that consists of the following:
identifying and assessing risks, documenting the assessment, managing
and reducing risks, and ultimately monitoring the risk of money laundering
continuously and effectively.

"The FATF" has outlined five key principles in order to develop a risk-based
approach, including: Identifying and understanding threats and vulnerabilities
at the national level, establishing a legal framework that supports risk-based
approaches, establishing a regulatory framework that supports a risk-based
approach, identifying the key actors and stakeholders so that responsibility
can be divided and information shared among them, and finally exchanging
information between stakeholders and organizations subject to anti-money
laundering regulations to assist in making informed decisions.

To comply with international standards, Iran's anti-money laundering
regulations emphasize the "risk-based approach." In the Anti-Money Laundering
Act (Amendment 2018), for example, "high-risk areas" are described in terms of
examples of suspicious transactions and operations, which means geographical
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risks. This act also requires paying attention to the "expected activity level of
the customer" in regards to their transactions and financial activities, which is
one of the requirements of the "Risk-Based Approach". There is also a reference
to risk assessment and adopting a Risk-Based Approach in the second chapter
of the " Implementing Bylaw of the Supplementary Article 14 of the Anti-
Money Laundering Act (2019)". According to the aforementioned regulations,
three institutions are responsible for monitoring and controlling anti-money
laundering and terrorist financing measures in Iran, with the aim of preventing
and combating these crimes. The three entities are as follows:

1- "Supreme Council for Combating and Preventing Money Laundering
and Terrorist Financing Crimes": The council was established pursuant to
Article 4 of the "Amended Anti-Money Laundering Act of 2018" as a means
of coordination and prevention of money laundering and terrorism financing,
which has the following duties and powers: Developing strategies and plans to
implement the law, and coordinating government subcategories in gathering,
processing, and analyzing news, documents, information, and reports. As
stated in article 2 of the "Implementing Bylaw of the Supplementary Article
14 of the Anti-Money Laundering Act (2019)" one of the most important tasks
that the above council will undertake is the establishment of a "National Risk
Assessment Working Group". Iran's legislator anticipates the aforementioned
working group preparing the National Risk Assessment Document, and is
trying to "supervise" at the national level by adopting a risk-oriented approach
and locating resources based on the priorities of the identified risks. In the
following stages, it will take corrective measures to guide and "control" the
involved organizations towards the intended outcome.

2- "Financial Intelligence Unit": As part of the "Amended Anti-Money
Laundering Act of 2018", Article 7 refers to the establishment of "The
Financial Intelligence Unit". Among the most important tasks of the Financial
Intelligence Unit is to develop an "Action Plan" based on the "National Risk
Assessment Document" as provided in Article 4 of the "Implementing Bylaw of
the Supplementary Article 14 of the Anti-Money Laundering Act". In addition
to detailed and transparent measures for the organization involved, this program
also includes a schedule for implementing these measures, which should be
implemented in accordance with international standards. In addition to the risks
identified in different areas and in accordance with the available resources and
facilities, the plan should be based on the potential threat to the country's anti-
money laundering and terrorism financing system in the future.

3 - "Anti-Money Laundering Unit": Monitoring and controlling inside the
organization is the most effective method of monitoring. As a result of their
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familiarity and mastery of their organization and sufficient knowledge of
potential corruption areas, the institutions responsible for internal monitoring
play an important role in the prevention of corruption. Throughout Iran, all
internal supervisory and control duties related to anti-money laundering are
assigned to the "Anti-Money Laundering Unit". The mentioned unit functions
as a communication link between the "organization concerned" and the
"Financial Intelligence Unit" as well as ensuring that all procedures adopted by
the organization concerned in order to combat money laundering and terrorism
financing are coordinated and supervised by the "Anti-Money Laundering
Unit".
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