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Paris, 25 February 2021 - The second Plenary of the FATF under the German 

Presidency of Dr Marcus Pleyer took place on 22, 24 and 25 February. 

Delegates representing the 205 members of the Global Network and observer 

organisations, such as the IMF, the United Nations and the World Bank, worked 

through a full agenda to strengthen global safeguards to detect, prevent and disrupt 

the financial flows that fuel crime and terrorism.  Due to the ongoing COVID-19 

pandemic, the Plenary met virtually for the third time. As the pandemic continues to 

impact families, healthcare services, communities and economies worldwide, 

criminals continue to exploit the crisis for financial gain. Delegates continue to work 

to stamp out the laundering of proceeds of crimes including those linked to the 

COVID-19 pandemic. As countries focus on recovering from this crisis, it is more 

important than ever to fully and effectively implement the FATF Standards and take 

a risk-based approach to mitigating money laundering and terrorist financing risks. 

During their discussions, delegates finalised work in a number of important areas. 

These included guidance to help countries take an effective, risk-based approach to 

supervision, guidance on investigating and prosecuting terrorist financing and work 

on illicit arms trafficking and terrorist financing, the latter two available to 

competent authorities. Delegates also agreed to release for public consultation a draft 

guidance to assist countries, financial institutions and DNFBPs in identifying, 

assessing and mitigating the risks of the financing of the proliferation of weapons of 

mass destruction, and updated guidance on virtual assets and virtual asset service 

providers. 

The FATF also advanced its work on ongoing key issues. These include 

digitalisation, which has the potential to make anti-money laundering and counter-

terrorist financing (AML/CFT) action more effective and efficient. In particular, the 

FATF agreed to start new work on digital transformation of AML/CFT for 

operational agencies. The FATF also continued discussions on the strategic review, 

which will shape the next round of mutual evaluations and make them more timely 

and risk-based. Delegates explored potential amendments to further strengthen the 

FATF requirements on beneficial ownership. The FATF’s mutual evaluations, as 

well as high-profile examples of abuse, demonstrate that criminals are still able to 

hide their illicit assets behind anonymous or complex legal structures.  Delegates 

discussed how to improve transparency and ensure that up-to-date beneficial 

ownership information is available to authorities. The FATF also discussed the 

preliminary findings in its ongoing work to overcoming the challenges linked to the 

effective recovery of criminals’ assets, tackle money laundering from environmental 

crimes and the financing of ethnically and racially motivated terrorism. 

 

 



  

1. Strategic Initiatives 

o Improving risk-based supervision  

o Mitigating the money laundering and terrorist financing risks of 

virtual assets 

o Strengthening measures to prevent the financing of 

proliferation of weapons of mass destruction 

o Improving terrorist financing investigations and prosecutions 

o Tackling illicit arms trafficking and terrorist financing 

2. Country-specific processes 

o Mutual Evaluation of New Zealand 

o Impact of COVID-19 on Mutual Evaluation processes 

o Jurisdictions under Increased Monitoring 

o Strengthening the Global Network 

  

1. Strategic Initiatives 

Improving risk-based supervision  

The FATF approved new guidance to help improve effective, risk-based 

supervision. Supervisors play a crucial role in preventing money laundering and 

terrorist financing. They do this by helping their regulated entities, such as banks, 

accountants, money value transfer services, VASPs and other designated non-

financial business and professions, understand the risks they face and how to 

mitigate them. Effective supervisors also ensure that regulated entities comply with 

their AML/CFT obligations and take appropriate action if those entities fail to do 

so.     

Taking a risk-based approach to supervision means addressing the full spectrum of 

risks, from higher to lower risk sectors but focusing resources where the risks are 

highest. A risk-based approach is less burdensome on lower risk sectors or activities 

which is critical for maintaining or increasing financial inclusion.  

Transitioning from rules-based supervision to risk-based supervision takes time and 

can be challenging as the results of mutual evaluations have shown. It requires a 

change in supervisory culture. Supervisors need to have an in-depth understanding 

of the risks that their regulated entities face. They also need to have appropriate 

powers, capacity and resources as well as political and organisational support. The 

FATF’s new risk-based supervision guidance addresses common implementation 

challenges. It provides country examples and examples of strategies for supervising 

non-financial businesses and professions and virtual asset service providers 

(VASPs). The FATF will release this guidance in the first week of March.    

 

 



Mitigating the money laundering and terrorist financing risks of virtual assets   

The FATF has agreed to release an update to the FATF guidance for virtual assets 

and VASPs for public consultation. This guidance was released in June 2019 and 

accompanied amendments to the FATF Standards to clearly place AML/CFT 

obligations in relation to virtual assets and VASPs. The FATF Recommendations 

now require that VASPs are regulated, licensed and registered, and subject to 

effective systems for monitoring and supervision. The FATF’s 12-month review of 

the implementation of the revised FATF Standards on virtual assets and VASPs, 

highlighted that both the public and private sectors had made progress in 

implementing necessary measures. But, it also revealed a need for greater guidance 

to implement the revised requirements, including for low-capacity countries. 

 

The FATF has now updated its guidance to address specific areas, including on how 

to apply the FATF Standards to so-called stablecoins, how public and private sectors 

can implement the travel rule, and how to address the risks of disintermediated peer-

to-peer transactions. The FATF will publish the public consultation draft in March. 

Feedback from the consultation will inform the final guidance which the FATF 

expects to approve in June 2021. The FATF has also launched its second 12-month 

review which will look at the state of implementation globally of the FATF 

Standards on virtual assets, and identify any further challenges. 

Strengthening measures to prevent the financing of proliferation of weapons of mass 

destruction 

The FATF agreed new guidance on proliferation financing risk assessment and 

mitigation for public consultation. In October 2020, the FATF significantly 

strengthened its measures to prevent the financing of weapons of mass destruction 

(WMD) proliferation financing, a serious threat to international peace and security. 

At the same time, the FATF committed to develop guidance to assist countries and 

the private sector in assessing and mitigating the proliferation financing risk. This 

new guidance aims to clarify the implementation of the FATF requirements, 

including how to prepare a risk assessment in the context of proliferation financing, 

risk indicators for potential breach, non-implementation or evasion of proliferation 

financing sanctions obligations, and commensurate risk mitigation measures needed 

to address the identified risks, including for low-risk entities to avoid the unintended 

consequences of financial exclusion. It also addresses the supervision of 

proliferation financing risk assessments and mitigation. The FATF, will release the 

guidance for public consultation in March before finalising and approving it in June 

2021. 

Improving terrorist financing investigations and prosecutions 

Investigation and prosecution of terrorist financing is a fundamental but also 

challenging part of any effective CFT regime.  Assessments conducted throughout 

the Global Network highlighted that many countries have major or fundamental 

weaknesses in investigating or prosecuting those who finance terrorism.  The United 

Nations Security Council also expressed its concern in Resolution 2462 (2019), 

which calls for more effective investigation and prosecution of terrorism 

http://www.fatf-gafi.org/publications/fatfrecommendations/documents/12-month-review-virtual-assets-vasps.html


financing.  The FATF has now finalised a guidance that provides best practices to 

national authorities to improve the effectiveness of their legal actions against 

terrorist financing. This guidance covers detection, investigative strategies for 

common types of terrorist financing activity, proving intent and knowledge, and 

confiscation of assets as a tool to disrupt terrorist financing. This confidential report 

will be made available for use by relevant government authorities. Government 

officials should contact their FATF national contacts for further details.  

Tackling Illicit Arms Trafficking and Terrorist Financing 

The illicit arms trade fuels conflicts around the world and impacts the lives of 

innocent civilians. At the start of the German Presidency in June 2020, the FATF 

made it a priority to further explore the links between illicit arms trafficking and 

terrorist financing. The FATF has now approved a report that will raise awareness 

across the Global Network, particularly in the context of national risk assessments, 

and help countries develop effective operational responses. A better understanding 

of illicit arms trafficking will help achieve one of the UN’s Sustainable Development 

Goals of reducing illicit arms flows. This confidential report, which includes input 

from across the Global Network, will be made available for use by relevant 

government authorities. Government officials should contact their FATF national 

contacts for further details. 

2. Country-specific processes  

Mutual Evaluation of New Zealand   

The Plenary discussed the joint FATF and Asia/Pacific Group on Money Laundering 

assessment of New Zealand’s measures to combat money laundering and terrorist 

financing in the FATF’s first ever virtual discussion of a mutual evaluation. The 

Plenary concluded that New Zealand’s measures to combat money laundering and 

terrorist financing are delivering good results, but the country needs to focus more 

on improving the availability of beneficial ownership information, strengthening 

supervision and implementation of targeted financial sanctions. New Zealand has a 

good understanding of the risks it faces and is achieving substantial results in its 

money laundering and terrorist financing investigations and prosecutions and use of 

financial intelligence. The country is particularly effective in the confiscation of 

criminal proceeds and its international cooperation with its international partners. 

The FATF will publish the report in April after a quality and consistency review. 

Impact of COVID-19 on Mutual Evaluation Processes   

The COVID-19 pandemic has continued to impact the FATF’s mutual evaluation 

and follow up processes. The FATF discussed how to proceed with the remaining 

mutual evaluations, some of which are already underway but where the on-site visit 

had to be postponed due to the current crisis. The FATF will continue to update its 

mutual evaluation schedule, with new dates for on-site visits as they are rescheduled. 

Work on follow-up reports, including those with technical compliance re-ratings, is 

proceeding as usual. 

Jurisdictions under Increased Monitoring   



Jurisdictions under increased monitoring are actively working with the FATF to 

address strategic deficiencies in their regimes to counter money laundering, terrorist 

financing, and proliferation financing. When the FATF places a jurisdiction under 

increased monitoring, it means the country has committed to resolve swiftly the 

identified strategic deficiencies within agreed timeframes and is subject to extra 

checks. 

In line with the flexible procedures adopted in October 2020 to allow FATF to 

continue its monitoring programme in light of the COVID-19 pandemic, the FATF 

has updated its statements for countries under review.   

 New jurisdictions subject to increased monitoring: Burkina Faso, the Cayman 

Islands, Morocco and Senegal 

 Jurisdictions under increased monitoring  

 High-Risk Jurisdictions subject to a Call for Action (unchanged from 

February 2020) 

Strengthening the Global Network 

The work of the FATF's partners in the global network, the FATF-style regional 

bodies (FSRBs), is vital to ensuring global effective implementation of the FATF 

Recommendations. The FATF continues to prioritize enhanced cooperation with the 

FSRBs in the common effort to fight money laundering, terrorist financing and 

proliferation financing effectively. Some FSRBs face challenges in completing their 

mutual evaluation programme, and this effort is further complicated by the COVID-

19 pandemic.   

To help FSRBs complete their current round of mutual evaluations, the FATF agreed 

to prioritise FATF member and observer support to FSRBs. This will enable each 

FSRB to successfully complete its remaining mutual evaluations and ensure the 

quality and consistency of its published reports. 

 

https://www.fatf-gafi.org/publications/high-risk-and-other-monitored-jurisdictions/documents/increased-monitoring-february-2021.html
https://www.fatf-gafi.org/publications/high-risk-and-other-monitored-jurisdictions/documents/call-for-action-february-2021.html

