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POLICY BRIEF

INTRODUCTION
Four years passed since the discovery of the biggest financial machination Moldova
has seen. In a massive operation with the use of financial systems from both Moldova
and the European Union, over 20 billion USD of Russian money were laundered
through Moldova, and over one billion USD was stolen from the National Bank of
Moldova reserves (15% of GDP). Moldovan regulatory Aand oversight authorities have
failed to prevent these crimes. People who knew what was happening did not act to
stop the ongoing crimes. Four years later, the same authorities are unable to present
even preliminary results of an investigation. No funds have been recovered from the
stolen billion, while the Moldovan citizens were forced to cover the losses from the
banking sector with their tax money.
These crimes have indicated the worrying levels of high-level corruption in Moldovan
politics, and compromised the trust in the ruling elites both inside and outside the
country. This has changed Moldova a lot, and not for the better. In 2013, the European
Integration Index for Eastern Partnership Countries1 optimistically concluded,
“Moldova is the top reformer in the region and is the closest to meeting EU standards.”
Moldova occupied the leading position, and the country held “the highest mark for
deep and sustainable democracy”. Five years later, this can no longer be written.
Moldova is now a source of cross-border corruption, money laundering and potential
instability in the region. The relationship with the EU has been compromised, while
the trust in the Moldovan authorities has eroded dramatically. The risks of slipping
into isolation and authoritarianism grew substantially, while Moldovan democracy is
under the biggest threat since 2009.
Building on the last year’s work2, this year’s policy brief aims at further raising
awareness about the Moldovan authorities’ inaction in investigating the financial
crimes, reiterate and further develop on the threats these crimes might pose to the
EU internal security, and advocate for a direct involvement of the EU institutions and

http://www.eap-index.eu/
images/Index_2013.pdf
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member states in the investigation. The document will show the main evolutions on
the subject, and will give recommendations. It will argue why it is in EU interest to
act urgently.

FAILURE TO DELIVER JUSTICE:
MAIN EVENTS THAT UNFOLDED IN ONE YEAR
Despite pressure and repeated calls from civil society and development partners, the
investigation of the financial crimes is stalling. Moreover, the authorities were seen
attempting to facilitate the legalization of assets of illicit origin (including possible
proceeds from the financial crimes), by decriminalizing offenses that lead to them,
while in the same time misinforming the population about the asset recovery process
and the amounts recovered, avoiding prosecution of those responsible.
Since these crimes became known, the communication and actions on these issues
were minimal. While the authorities avoid the subject at all costs, the civil society
tried to maintain the subject in the public discourse3, raise awareness about the
importance of an effective investigation and about the devastating effects of these
crimes. The authorities seemed to have a communication strategy designed to make
the subject go away, be forgotten, while denying or dismissing the negative effects
of the crisis.
Attempts to legalize proceeds. Officially presented as an initiative to attract
investments, the Parliament swiftly approved in the first reading the so-called draft
law on “Capital liberalization and fiscal stimulation” in December 20164. Once
approved this law would allow any individual to legalize any amount of money with
no questions asked, for a fee of 2% of their value paid to the Moldovan budget.
While the promoters of the law claimed that their objective was to attract foreign
investments and generate additional budget revenue, its probable outcome was
more corruption. Civil society saw this initiative as an attempt to legalize proceeds
from previous corrupt practice, including the bank theft. Moldova’s development
partners spoke vehemently against it. As a result of combined pressure from the civil
society and development partners, the authorities withdrew this initiative.

http://cpr.md/investigation-offinancial-crimes
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Two weeks later, the authorities initiated the change of the electoral system.
The leader of the governing Democratic Party, Vladimir Plahotniuc, made the
announcement on March 6th 20175. This reform is seen as another attempt to
maintain illicit assets by staying in power.
In parallel, the authorities amended the procedure to obtain a Moldovan citizenship,
against an investment of 250.000 EUR in government bonds. Transparency
International, among other NGOs, has condemned this initiative as a legal loophole
designed to legitimize funds of illicit provenience - another attempt to legalize illicit
money with the use of proxies from other countries6. To legalize one billion EUR, one
would need four thousand proxies making a formal investment on behalf of another
person, or a group of persons.
In December 2017, another draft law to ”decriminalize economic crimes” was
submitted before the holiday season. While some provisions were beneficial for
improving Moldova’s business climate and make investors feel safer in Moldova, the
decriminalization of financial crimes raised serious suspicions about the draft law’s
actual intentions. Instead of enacting the respective provisions and prosecuting
those responsible, the draft proposed the decriminalization of offences committed
in the Moldovan banking system. The civil society condemned, again, the initiative7.
While similar initiatives were approved in Russia, Kazakhstan, Ukraine, Armenia, no
such good practice exists in EU countries8, suggesting the authorities acted in bad
faith promoting such initiatives.
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No progress in the investigation. In the fourth year, the investigation is not advancing
and the authorities’ actions suggest there is no will to investigate the crimes that
compromised the trust of the population and the external partners towards Moldova,
seriously damaging the country’s image abroad, and devastating its economy. Both
civil society and EU repeatedly called on the Moldovan authorities to show progress
in investigation of the banking crimes.9 Calls to fight corruption, reform justice and
respect democratic mechanisms10 were left with no actual response.
A report by Transparency International11 concluded that the investigation is stagnating,
no assets have been recovered, no decision-makers that admitted the theft have been
held accountable. It also underlines that because of the inaction from the liquidators
appointed by the National Bank of Moldova, the data on the transaction operation may
expire, and that will complicate the recovery of the stolen assets. A possible expiry
of the limitation period12 also refers to “Shor group” credits. This means that, if these
crimes are not effectively investigated, they will reach an expiry date, and those who
committed them will be legally absolved of prosecution.
In September 2016, fifteen judges involved in the Laundromat were arrested
demonstratively, with detailed coverage from the politicized mass-media.13 These
judges were an indispensable part in the money laundering, legalizing the transfer of
22 billion USD from Russia to accounts in EU member states. But one year later the
same judges were freed (some of them reinstituted in their old positions)14, avoiding
big publicity in the media. At the same time, the three main criminal cases linked by
the authorities to the financial crimes, (Filat, Platon15 and Shor16) were carried out with
breach of procedures and behind closed doors.17
The authorities’ actions suggest that the investigation is not only stagnating, but also
regressing. The authorities showed no credible results, in spite of repeated demands
from the society and the international community.
Attempts to misinform the public and the international community. Both the public
and the international community are constantly exposed to misinformation on this
subject. The website of the Ministry of Finance provides information that falsely
claims to refer to asset recovery, for instance, the liquidation process of the three
commercial banks was labeled as “Recovery of stolen assets”18. In reality, the three
banks bankrupted and entered the liquidation process, and their assets (most of
which - real estate) are sold while the revenue is directed to cover the emergency
loans offered by the National Bank. However, so far, no money was recovered from
the stolen billion.
There is a danger that even credible and genuine media and research institutions
from Moldova and abroad would trust official (but false) data from a state institution,
spreading further the misinformation locally and internationally, pushing a false
narrative.19 . Yet the correct figure in the assets recovered is zero20. CPR Moldova has
petitioned the Ministry with official requests to correct the information it provides and,
although initially the Minister has admitted that no funds have been recovered21, the
official response was justifying that the data presented by the Ministry are not false.
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In the same time, we saw attempts to distort facts about the crimes, with Speaker
Andrian Candu, trying to pivot the amount of 600 million USD stolen from the banking
system (instead of one billion) early last year22.
Kroll-2 report published, after some editing work. On December 21st, 2017, the
National Bank of Moldova published excerpts of the second Kroll report.23 Unlike
the first report published entirely on Speaker Candu’s blog, the second report was
significantly edited. The document sheds light into the laundering mechanism;
however it omits the part, which would put public pressure on institutions to act names of individuals. The report also suggests that most beneficiaries are known,
are politically connected, or involved, while the whole operation benefited from

https://www.publika.md/
candu-furtul-din-sistemul-bancareste-de-600-mln-de-dolari-krollare-o-strategie-de-recuperare-abanilor_2965031.html

22

http://bnm.org/ro/content/bnmpublicat-o-sinteza-detaliata-celui-deal-doilea-raport-de-investigatie-alcompaniilor

23

” T o o B i g t o J a i l ” ? F o u r y e a r s o f i n a c t i o n i n t h e i n v e s t i g at i o n o f M o l d o va n f i n a n c i a l c r i m e s
Dumitru Alaiba

3

significant political support within certain Moldovan institutions. The money was
laundered to accounts in some EU member states, like Estonia, Latvia, United
Kingdom, but also to Russia. The amount identified at the moment by the Kroll report
is at least one billion USD stolen from the three commercial banks, thus putting an
end to political speculations about the amount effectively stolen.

SYSTEMIC EFFECTS OF THE FINANCIAL CRIMES
Reforming a hollow banking system. The present administration of the National
Bank of Moldova is acting to ensure the stability of the banking sector, including the
approval of the new legislation. Dialogue with the IMF is on track24, macroeconomic
policies are sound, the strategy for BASEL III implementation has been adopted.25
Work is being done to improve transparency of shareholders and raise the minimum
amount guaranteed to depositors in the banking system. A new law on banking
activity was approved. Seemingly, the National Bank of Moldova under the present
administration is the least politicized of all stakeholders (it still does not make it
fully independent).
In 2018, the Romanian Banca Transilvania (BT) acquired a stake in the Moldovan
Victoriabank, becoming its biggest shareholder. Together with the European Bank
for Reconstruction and Development, BT will hold a controlling stake of 66.7% of
shares26. This marks a significant investment in the Moldovan banking system –
something the country needs in order to revive its banks.
However, NBM at the moment is reforming a hollow banking system. Moldovan
banks have been used for massive money laundering and are, as it seems, now
left to ”cool off”. In communicating to the public or to international partners, the
authorities are trying to substitute the investigation of financial crimes with the
reform of the banking system.
This trade-off must not be accepted. Reform in the banking sector should not be
seen as an alternative to the investigation of financial crimes and asset recovery to
Moldova’s international partners and to society.

https://imf.md/press/pressl/
pressl-171024.html
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Shifting from short-term to long-term effects of the theft. The 2015-2017 economic
crisis in Moldova was the first crisis the country inflicted on itself due to failed
policies and state capture. It was generated by the banking theft and severely
affected the economy and the population’s revenues. Inflation skyrocketed,
exchange rate fell by 30%, energy prices and most consumer prices went up by 30%,
trade collapsed, growth stalled and the economy declined, while the trust in any
state institution was single-digit27.
Any crisis has short-, medium and long-term effects. The short- and medium term
shock waves have passed. The NBM, acting by the textbook, got inflation back
under control, as the base rate slowly returns to pre-crisis levels (7% now compared
to 3.5% before the crisis)28. Commercial credit is approaching pre-crisis levels.
However, the negative impact on citizens, business and the economy as a whole will
not be able to fully recover.
The exchange rate will not come back to pre-crisis levels, consumer prices will not
go back to pre-crisis levels, entrepreneurs will not recover the losses incurred,
companies that went out of business caused an irrecoverable loss, ordinary people
will not be compensated for the extra cash they spent to cope with rising prices, the
growth that the country lost between 2015-2017, is gone.
Yet as the short- and medium term effects fade away they give way to the long-term
effects of the bank theft:
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Moldova has lost at least three years of development. 2013 was a record-growth
year, when Moldova registered near double-digit growth – 9.8% growth year-on-year.
The bank theft destroyed progress towards robust growth.
•• Curbing corruption, and bringing it under control seems more difficult now
than it seemed several years ago, before the banking theft. State capture is
more evident now than it was three years ago. According to the latest report on
the Corruption Perception Index, in which Transparency International ranks 180
countries of the world, corruption in Moldova continued to spread, suggesting
the population’s feeling that corruption has never been this big in Moldova29.
Reversing these effects will take years and will cause long-term harm for the
Moldovan population.
•• The taxpayer will continue paying for the theft until 2041. A decision made by
the Moldovan authorities puts the bank theft on the shoulders of the taxpayer.
The Ministry of Finance will allocate, every year, funds to cover the emergency
credit from the NBM, until 204130. These funds could be put to better use in
improving people’s lives, instead of compensating for a crime that is going
unpunished.
•• Weakened banking sector. The bank theft has caused three banks to bankrupt.
Three more systemic banks (around 70 % of the banking sector) are under
special supervision by the NBM. The banking sector is weak, underdeveloped
and non-transparent. Credit is expensive, and investment is scarce. The banking
theft has exacerbated these problems, which will still pose a serious impediment
for the economy in the years to come. While 2018 will show some FDI in the
banking sector, the underdevelopment of Moldovan banks is likely to be a
constraint for the economy in the medium-term.

CONCLUSION AND RECOMMENDATIONS: WHY THE EU HAS INTEREST GET
INVOLVED?
As argued in last year’s paper, the EU was severely affected by the financial
crimes originating in Moldova. The second Kroll report from December 2017 clearly
showed how the money stolen from the Moldovan depositors ended up laundered
to accounts in EU member states31. This makes the theft a matter that must be
investigated by the EU, and the Anti-Money Laundering Directive32 offers legal
grounds for action, while each member state has either criminal or administrative
sanctions in place for money laundering, which can be imposed on individuals from
third countries if these are found liable as a result of a national investigation.
The 22 billion USD laundered through Moldova ended up disseminated across
different Member States, and in different industries.33 This money distort markets,
affect fair competition, might corrupt entrepreneurs and entire industries (such as
the banking sector in Moldova and even in some EU Member States), as dirty money
triggers illicit behavior.
There are known cases when funds obtained from these crimes are being used to
influence policy decisions inside the EU, against the EU’s best interests. In a few
known cases, the laundered money was traced to different pro-Russian entities
within the EU34. As it is difficult to track the behavior of each EU entity that benefited
from parts of the proceeds of these crimes, the entirety of the effects is not known
and might never be known.
Facts that are known, however, suggest a major security risk for the EU and Member
States.

https://www.transparency.
org/news/feature/corruption_
perceptions_index_2017
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Corruption in Moldova has reached levels that constitute a threat to the country’s
democracy and rule of law. Because of corruption, the state fails to fulfill its core
functions. The situation in Moldova is a good illustration for the rationale at the
basis of the European Parliament’s Resolution on corruption and human rights in
third countries35, from 13th of September 2017.
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to development partners,
September 2018:
“According to the Article 18
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international investigation task
force and asset recovery shall
be put in place. We believe the
European Union has the duty
in front of its citizens to step in
and investigate these crimes,
bringing to justice everyone
that made these crimes possible
by providing their political
or administrative support.
Personal sanctions against
concrete individuals could be
a way to start the process”.
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•• whereas organised crime, which is a serious problem in many countries and
has a crossborder dimension, is often linked to corruption;
•• whereas controlling corruption and illegal financial flows is a political matter,
which needs to be tackled comprehensively, worldwide and across borders
(G20, UN, OECD, WB, IMF);
(The Parliament)
•• Calls for collective action to be taken at national and international level to
prevent and combat corruption, given that corruption spreads across borders
and that enhanced cooperation between countries and between regions
needs to be encouraged alongside the work of civil society organisations in
the fight against corruption
•• Calls on the EU to include an anti-corruption clause alongside human rights
clauses in agreements with third countries that should require monitoring
and consultations and, as a last resort, to impose sanctions or suspend such
agreements in the event of serious and/or systemic corruption leading to
serious human rights violations;
•• Encourages EU Member States to consider adopting legislation with a view
to establishing clear criteria allowing for blacklisting and the imposition
of similar sanctions against third country individuals and their family
members who have committed serious human rights violations or have been
responsible for, or complicit in, ordering, controlling or otherwise directing
acts of significant corruption, including the expropriation of private or public
assets for personal gain, corruption related to government contracts or the
extraction of natural resources, bribery, or the facilitation or transfer of illgotten assets to foreign jurisdictions;”
•• Excerpt from the European Parliament Resolution on corruption and human
rights in third countries.
The Moldovan authorities have shown their disinterest in carrying out an effective
investigation. One of the recent addresses36 by the Civil Society Organisations to the
European Union encourages, among others, the enactment of Article 18 of the EUMoldova Association Agreement in relation to the financial crimes.
EU-Moldova Association Agreement, Article 18:
”Money laundering and terrorism financing
1. The Parties shall cooperate in order to prevent the use of their financial and
relevant non-financial systems to launder the proceeds of criminal activities, as
well as for the purpose of terrorism financing. This cooperation extends to the
recovery of assets or funds derived from the proceeds of crime.
2. Cooperation in this area shall allow exchanges of relevant information within
the framework of respective legislations and the adoption of appropriate
standards to combat money laundering and financing of terrorism equivalent to
those adopted by relevant international bodies active in this area, such as the
Financial Action Task Force on Money Laundering (FATF).”
Moldova must stick to commitments made in international conventions, such as the
Council of Europe’s Convention on Laundering, Search, Seizure and Confiscation of
the Proceeds from Crime37 Interpol’s mandate on combatting financial crimes must
be visibly engaged in investigating these crimes38.
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HOW COULD THE EU GET INVOLVED?
Corruption in Moldova is a risk for the EU, as recognized by the EU institutions.
The European Union and individual Member States must do what is within their
powers to determine an effective investigation of these financial crimes. Among the
proposed actions are:

yy Preconditions for financing
Moldova is relying heavily on EU financing, however most reforms are being done
formally, in order to obtain funding, without showing fundamental change. It is
important to use this dependency to push for reforms, including the investigation
of financial crimes. The EU should use the legitimacy of the Association Agenda
to demand the investigation of the financial crimes, demanding quality in the
implementation of committed reforms. The EUR 100 million in macro-financial
assistance that the European Union offered Moldova in return for reform is a good
example how EU funding can play a role in strengthening Moldovan institutions
weakened by state capture. Captured institutions are often powerless and Moldova
faces security risks, a big part of which comes from inside the country, exacerbated
by corruption. Rule of law and strong institutions that abide by the law, above
all else, lie at the foundation of a democracy. Clear and tough preconditions for
EU funding can protect the independence of institutions, or at least prevent the
situation from further deteriorating. No aid that comes to Moldova should be labeled
as ”unconditional”. The EU should reward quality reforms and their effects, not the
mere approval of legislation that can be later sabotaged, as is often the case.

yy Harshly discourage any “amnesties”
The EU should publicly discourage any attempt to amend legislation that will
block the investigation and prosecution of financial crimes. In 2017 there were two
attempts to do so. The “Capital liberalization and fiscal stimulation” law would
have resulted in the legalization of proceeds from grand corruption, while the
“decriminalization” law had provisions that would absolve punishment for actions
that have lead to the theft of the billion. These attempts hint at the authorities’
intention to profit from the bank theft rather than investigate it. Civil society’s
voice in condemning such initiatives should be supported, while preconditions
for assistance can be used as a tool. Any financing would have to be stopped
indefinitely if such initiatives are initiated.

yy Civil society’s role in advocating this issue is crucial to maintain awareness
Civil society, especially independent media, can and should play a role in resisting
state capture. Under the present administration, the space for civil society is shrinking
and investigation journalists are seeing multiple impediments in their work. Market
forces are engineered to make independent media die out slowly, while administrative
barriers are being instituted to keep the rest of civil society under control. Independent
actors must be supported, eventually from the assets recovered.

yy Let no crime unpunished
In the short-term, the EU must be explicit in demanding clear progress in the
investigation from the Moldovan authorities. In the medium term, the EU must step
in to investigate the financial crimes involving Moldova, an associate country with
the European Union. Four years is enough to conclude that Moldovan authorities,
under the present leadership, will neither investigate, nor prosecute or recover
stolen assets. Article 18 of the EU-Moldova Association Agreement should be
enacted. An asset recovery and international investigation task force, far from
Moldovan authorities’ reach, must be put in place. Moldova must not be able to
control the investigation enough to sabotage it. At the same time, the Council
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of Europe member states that have been at least partially affected by the money
laundering can and should enact the relevant provisions of the Council of Europe’s
AML conventions.

yy Asset recovery
The stolen assets from the banking sector must be recovered, as a substantial part
of them can still be traced. Moldova is a poor country because of corruption and the
financial crimes have impoverished and indebted the local population even more.
The assets recovered must be put in a separate fund far from the government’s
reach, and put at use for the population. The assets recovered cannot be put back
at the disposal of the kleptocrats in the Moldovan state institutions. An example is
Kazakhstan’s BOTA Foundation. The foundation is aimed at helping the country’s
poor without interference from the country’s administration. There are other similar
initiatives around the globe. A similar trust fund must be established for Moldova.
The recovered money cannot go back to the authorities that have favored the theft
and now resist investigation.

yy The Moldovan financial system needs cleansing
Moldovan banks that have, or will be proven to have facilitated the crimes, must be
blocked from the international financial system. Their correspondent accounts in
the EU and the USA must be blocked, thus clearing the way for transparent financial
institutions to do business abroad. The fate of Latvia’s ABLV Bank, AS closing of
correspondent accounts in the US for money laundering activities can be repeated
for some Moldovan banks, as well as Estonia’s Versobank39.

yy Expanding best practices
The new rules approved by the EU to prevent tax evasion and money laundering40
should be expanded into EaP countries – namely Moldova, Ukraine and Georgia.
In such a mechanism, Moldova would have to cooperate with Member States on
equal terms and share data collected under the anti-money laundering legislation.
This is in the spirit of the Association Agreement signed between the two parties,
expanding its scope. With the growing economic interconnectedness (EU is
Moldova’s biggest economic partner), this became an imperative. There might
also be EU citizens avoiding taxation with the use of Moldovan jurisdiction, so this
reform is in the EU’s interest, too.

yy International investigation and asset recovery should lead to sanctions
The best way to discourage such crimes in the future is to show that they are
prosecuted. Kleptocrats around the world feel encouraged when response to
their corruption is symbolic. After a thorough investigation, time will come to
elaborate punctual sanctions against people involved in these crimes at different
levels. Judges, public servants, politicians, elected officials, businesspeople and
other accomplices are known, but they need to be named. Sanctions must be
accompanied by asset freezes and asset recovery. Public officials who obstruct such
investigation or try to cover it up must know they might end up on sanctions lists,
too, as it is in the case in the Magnitsky act.

https://www.reuters.com/
article/banking-estonia/ecbrevokes-licence-of-estonianbank-amid-money-launderingprobe-idUSL8N1R92LY

39

http://europa.eu/rapid/pressrelease_MEX-18-5441_en.htm

40
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The laundering of 22 billion USD and the theft of one billion USD from the National
Bank of Moldova reserves was only possible because a string of people were placed
at different hierarchy levels within several institutions, who have let it happen.
Often, all that was needed was inaction, and many people share complicity in
this crime. These people must be named and known. While the present Moldovan
authorities will not do it, someone has to. The European Union is in the best position
to act, having all necessary legal grounds. After all, the EU was, and still is, affected
by the financial crimes.

” T o o B i g t o J a i l ” ? F o u r y e a r s o f i n a c t i o n i n t h e i n v e s t i g at i o n o f M o l d o v a n f i n a n c i a l c r i m e s
Dumitru Alaiba

