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Forward

Through an effective AML/CFT system we can improve the reputation of Vanuatu. This occurs
through recognising our risks and then developing strategies, policies, and processes in direct
response to those recognised risks. This NRA has identified key areas of risk that now requires a
response which will strengthen the integrity of our financial system and ensure our financial
system is hostile to crime.

The 2024 NRA builds on the 2017 NRA, and the updated sectoral classification from 2018. This
NRA informs all stakeholders across Vanuatu’s AML/CFT community of current risk. The NRA
identifies the significant criminal behaviours that generate illicit income that threaten Vanuatu's
system, it also assesses and identifies the vulnerabilities within our financial system that criminals
are taking advantage of to launder proceeds of crime. This NRA identifies that corruption, mise-
use of government funds, and transnational money laundering are currently the highest threat to
Vanuatu’s AML/CFT system.

For this reason, the banking sector remains highly vulnerable to money laundering along with any
sector that offers services and products enabling movement of proceeds out or into Vanuatu,
including the remittance sector. The citizenship for investment programs and the associated
payments for citizenship to Vanuatu are recognised to be high risk. These programs, require the
highest levels of control and oversight, as this NRA has identified multiple instances where foreign
criminals have taken advantage of these programs to obtain citizenship with associated payment
likely made with illicit wealth. These programs have damaged the reputation of Vanuatu, and
reviewing, improving and strengthening these programs is acknowledged to be a priority.

Ths NRA also includes Vanuatu’s first assessment of proliferation financing (PF) risk. Proliferation
financing activities refer to the raising and moving of funds to finance the development of weapons
of mass destruction. It is recognised that preventing the proliferation of these dangerous weapons
is a global collective responsibility. Although being a small Pacific nation Vanuatu is not immune to
being misused for avoiding sanctions and disguising funds ultimately used to finance these
weapons. This NRA identifies that Vanuatu is ‘high-risk’ with regards to PF, it also acknowledges
that the citizenship programs are the cause of this risk.

Finally, this NRA relies on a range of sources of information — in particular, information received
from reporting entities, government agencies, and the private sector. | take this opportunity to
thank those who have provided important contributions. The important information provided now
requires us to work together again. We must take collective responsibility to address our countries
risk; we must accept and respond to the opportunities identified within this NRA, we must
challenge ourselves to strengthen and improve the resilience of our AML/CFT system, to make it
harder for criminals to operate.

(signature)
Mr. George Maniuri
Director General of the Prime Minister’s Office
Chairperson - Vanuatu National Coordinating Committee, The NCC
July 2025 2



Contents

Page
Page
Page
Page
Page
Page
Page
Page
Page
Page

4
5
6

17

24

33

69

77

81

83

Background and context

Citizenship by Investment Programs (CIPs)
NRA Key Findings

Most Threatening Criminal Behaviours
Lower Threat Criminal Behaviours

Sectoral Vulnerabilities

Legal Persons Legal Arrangements
Terrorism Financing Risk Assessment

Non Profit Organisation (NPO) Sector
Proliferation Financing Risk Assessment



Background and Context

Vanuatu is an archipelago made up of 83 relatively small islands, with 65 of them inhabited. The total land area
exceeds 12,000 km?, and the coastline stretches for 3,132 km. Vanuatu's closest neighbours are the Solomon Islands
to the northwest, Fiji to the east, and New Caledonia to the southwest.

As of 2019, the estimated population of Vanuatu was around 300,000, with a GDP of approximately USD 1.2 billion
according to IMF data [1]. The population is notably youthful, with 38% under the age of 15. Vanuatu is one of the
most culturally and linguistically diverse countries globally, boasting over 110 indigenous languages.

The economy is based primarily on subsistence or small-scale agriculture, which provides a living for 65% of the
population. Fishing, offshore financial services, and tourism are other mainstays of the economy. Mineral deposits are
negligible; the country has no known petroleum deposits. A small light industry sector caters to the local market. Tax
revenues come mainly from import duties and a 15 percent Value Added Tax (VAT) on goods and services. Its key
exports are Kava, coconut oil, copra, cocoa, beef and they are generally sent to New Caledonia, Australia, New
Zealand

The parliament of Vanuatu is unicameral and has 52 members; these are elected every four years by popular vote.
The leader of the main party in the parliament is usually elected Prime Minister and heads the government. The head
of state, the President, is chosen every five years by the parliament and the presidents of the six provincial
governments.

When it comes to addressing transnational crimes, Vanuatu encounters challenges like those faced by other Pacific
nations. Its vast geographic expanse, porous maritime borders, small populations spread across multiple islands, and
limited law enforcement resources make effective policing challenging. For criminal organizations, the relatively low
risk of being caught, combined with the high profitability of transnational and organized crime, enhances the region's
attractiveness as both a location and a transit route for these activities. Although it is acknowledged that transnational
organised crime groups may transit commodities through territorial waters, these groups do not have a physical
presence in Vanuatu nor is there a domestic organised crime presence.

In 2022, the Vanuatu government was the subject of a significant cyber-attack. Services such as email, network
shares, Voice over Internet Protocol apps and other online government operations were down for several weeks. The
impact of the cyber-attack was wide reaching. Government authorities have still lost data from 2022 that is unable to
be recovered. This impacts this risk assessment in that statistics and data for 2022 are generally not available for
analysis.

Political instability remains a key concern for Vanuatu as there were frequent changes of government in 2023/2024.
Political instability could disrupt any urgent AML/CTF related legislative, policy and institutional reforms in Vanuatu.
There are ongoing concerns on correspondent banking relationships (CBRs) and new risks from virtual assets sector.
While Vanuatu is technically compliant with 39 out of FATF 40 recommendations, Vanuatu’s AML/CTF effectiveness
framework needs substantial improvements ahead of the 2026 mutual evaluation by the Asia Pacific Group on Money
Laundering (APG).

Vanuatu has achieved a number of successful cases of money laundering investigation, prosecution and convictions
since 2016. 14 members of parliament were successfully investigated, prosecuted and convicted for corruption
charges in 2015. Vanuatu has also achieved successful conviction of cases involving forgery, obtaining money by
deception, false pretence, currency counterfeiting, human trafficking, theft, misappropriation, obtaining money, and
related serious offences.

Total assets of Vanuatu's banking system was VUV171 billion Vatu in 2023. The size of the regulated offshore finance
sector has declined considerably due to new requirements on physical presence, local employment, and beneficial
ownership requirement.



Citizenship by Investment Program
(CIP)

Revenue generated from Vanuatu's CIP scheme is significant. In 2020, despite Vanuatu’'s simultaneous
crises (of Cyclone Harold, a volcanic eruption, and Covid-19), the scheme provided 35% of total
government revenue and contributed to a budget surplus. In 2022 the Vanuatu government reported that
the CIP program contributed up to 50% of government revenue.[2]

Revenue generated from this program has significantly reduced over the past years. Recent reports
published by the Vanuatu Treasury Division of Department of Finance and Treasury shows that revenue
collected from the citizen program was merely 24% of the total annual revenue for Vanuatu for 2023.
January to June 2024 data shows a declining trend of revenue collected from the citizenship program that
accounted for only 22% of Vanuatu’s total revenue for the six-month period.

There are four pathways to citizenship by investment. They are (1) Development Support Program (2)
Vanuatu Contribution Program (3) Capital Investment Immigration Plan (4) Real Estate Option.

The cost of these programs varies but generally range from USD100,000 — 200,000 with extra payable for
dependants. Fees for the program are paid to selected government-appointed agents who all reside in
Vanuatu and manage the applications. Agents also use sub-agents and introducers around the world to
introduce new clients. Agents are generally paid approximately USD50,000 for each application out of the
fee. The agent is responsible for an initial check and verification process. The documents are then sent to
the FIU to prepare due diligence checks and are also sent to the Police to undertake Interpol checks.
Generally, applications are turned around in two weeks with very short timeframes being provided to the
FIU and police to undertake the checks. Applications are then submitted to the Citizenship Commission who
provides final approval for the applicant.

Once an application is granted, the individual must then obtain a Vanuatu birth certificate as per the
requirements of Immigration and Customs, Vanuatu. The birth certificate is then taken to the Passport
Office and a passport is provided. Old practices enabled individuals to ask for a change of name when
obtaining a birth certificate. This practice has since been outlawed, however many CIP applicants took
advantage of this process and changed their names prior to obtaining the Vanuatu passport.

The citizenship program has in recent times attracted scrutiny amongst the international community as
investors from around the world who had acquired Vanuatu passports had provided incorrect information at
the time applications were made to the Citizenship Office. This together with other concerns on BO and
UBO has led to the European Union suspending visa-free travel for Vanuatu citizens in the European Union
from February 2023.

In relation to mitigation of money laundering and terrorism financing risks, Vanuatu has introduced policy
controls and measures, such as, structured application vetting and screening process, scrutiny of source of
funds, use of original name, prohibition on criminal conviction, and UN sanctioned countries.



NRA Key Findings

This 2024 NRA consists of two broad assessments, the ML/TF/PF Threat Assessment and Sectoral
ML/TF/PF Vulnerability Assessment. It discusses how these assessments influence money

laundering risk, terrorism financing risk and proliferation financing risk in Vanuatu.

Threat Assessement

An appreciation of current crime types, within
the AML/CFT landscape domestically and
globally, that pose a ML/TF/PF threat. This
assessment has been undertaken through
profiling predicate criminal behaviours and
considers available intelligence, investigations,
prosecutions, and other anti-money laundering
activities undertaken in response to criminal
behaviours.

Methodology

Sectorial Vulnerability
Assessement

Each sector has been profiled to assess
vulnerabilities of the products and services
offered by reporting entities (in the financial
and non-financial sectors) to ML/TF/PF. This
assessment considers these sectors’ inherent
characteristics, and how these sectors can be
exploited by criminals to undertake criminal
activities. These assessments also review
reporting from the sectors and consider how
this reporting features in money laundering

investigations.

This is Vanuatu’s third National Risk Assessment (NRA). The first NRA was conducted in 2015 and
a second NRA including an updated risk assessment for TF, NPOs and the offshore sector was
completed in 2017. Further, in 2018, the Supervisory Working Group led a sectoral matrix of risk

based on information from relevant stakeholders.

The 2024 NRA updates Vanuatu’s ML/TF/PF risk profile using an internal methodology based on
the McDonell-Nadeau Consultants (MNC) methodology and fully in line with international best

practices and the FATF Standards.



The Vanuatu National Coordination Committee (NCC) oversaw the NRA process, guiding and
directing authorities work on the data collection, analysis and drafting. The NCC was supported by
two working groups, the Law Enforcement Working Group (LEWG) and the Supervisory Working
Group (SWG) who coordinated their respective agencies responses.

Threat Profiles for ML (covering all predicate offences and professional/third party ML), TF
(identifying specific groups of actors), and PF (identifying proliferation actors) were developed
taking into account Vanuatu’'s specific context and available information. These threat profiles
contain all available information relevant to analyse and assess the level of ML/TF/PF threats in
Vanuatu.

Vulnerability profiles for each Fl, VASP and DNFBP sector were also developed. These profiles
contain all information needed to analyse and assess the level of inherent ML/TF/PF vulnerability,
(including the sector’s inherent characteristics (e.g., size, complexity and integration with other
regulated sectors), information on products and services provided, nature of the clientele, and the
geographic reach of the sector’s activities.

The NRA methodology used by Vanuatu involved the development of a high-level assessment of
its national vulnerabilities. This assessment entailed examining the characteristics of Vanuatu’s
geography, economy, financial system, CIPs, legal entities and arrangements, demographics and
governance, and analysing how criminal actors could exploit these characteristics.

Once the profiles comprising the inherent risk assessment were developed, Vanuatu convened a
validation workshop. During this workshop all profiles were reviewed and discussed. As a result
of this workshop there was an agreed consensus on where greatest risk exists within Vanuatu’s
AML/CTF system. This has ultimately been ratified by the NCC.

The inherent risk assessment used a three-tier risk scale of most risk (High), lesser risk (Medium)
and low risk (Low). Authorities acknowledge that this assessment scale deviates from the MNC
methodology, but this was preferred due to the unavailability of some data given the previously
referred cyber-attack. Authorities consider that the three-tier scale accurately identifies where risk
is highest within Vanuatu's AML/CTF and PF system.

Key Findings

This NRA'’s findings provide contemporary understanding of ML/TF/PF risk in Vanuatu. They
provide the foundation for informing reporting entities of risk, and the development of their specific
risk understanding and the design of risk-based mitigating measures.



Risk understanding should provide input into the design and development of national and
institutional AML/CFT policies; deployment of supervisory measures and resources; and the co-
ordination and deployment of enforcement response measures.

This NRA will inform an action plan designed to increase resilience and strengthen response to
prevent the occurrence to ML/TF and PF in Vanuatu.

MOST RISK
CRIMES

Most-risk Crime (HIGH)

Corruption and misuse of
government revenue by
officials.

Transnational money
laundering:

The movement of illicit
wealth across our borders.

Fraud, inclusive of frauds

MOST VULNERABLE
SECTORS

Most Risk Sectors (HIGH)

Both domestic and
international Banks

Sectors offering remittance
services

Trust and company service
providers

Financial Dealers

SECTORS USED BY
CRIMINALS

Sectors abused for-
facilitating transfer or
placement of proceeds of
crime.

Lawyers and accountants
who provide specified
services

Real estate sector

against the government
Online gambling (once

operational)

Threat risk assessment: Key Highlights

The threat risk assessment has profiled; likely significant predicate ML crimes and the potential of
terror financing and proliferation financing activities that threaten our AML/CFT system.

Predicate crimes are the criminal activities from which illicit income is derived and which a person
then ‘deals with’ for the purpose of laundering. Profiles were developed using quantitative and
qualitative data on inherent risk and the effectiveness of current control measures to determine
current and projected risk.

Risk ratings emerge into three categories; most risk (High), lesser risk (Medium) and low risk (Low).
Most risk emerges from high-volume and high-value crimes that therefore have high threat to the
AML/CFT system, while ‘low-risk’ relates to crimes with low frequency and low value. All crimes
which generate income present risk; however, a key focus of a national risk assessment is to inform
and focus activities on the risks that will have the greatest impact on reducing overall risk and
therefore make the greatest difference in preventing money laundering.



Money Laundering

Corruption and misappropriation of public monies, the laundering of proceeds from crimes that have
occurred in foreign jurisdictions (foreign-generated illicit wealth), and frauds against the government
are the highest-value crime threats currently.

Terroism Financing

Domestic terror financing threat is recognised to be low. Threat however is present when foreign
terrorists and terrorist organisation identify and recognise vulnerabilities within countries that can be
exploited to move and obfuscate the movement of funds for the purpose of financing terror related
activities. There are vulnerabilities within Vanuatu that could enable the movement of foreign raised
terror funding, which include the misuse of citizenship for investment programs, and the misuse of
legal persons and arrangements to support the enablement of TF schemes. Vigilance and
awareness are critical given the consequences of financing of terrorist acts.

Proliferation Financing (PF)

PF risk largely emanates from the Democratic People’'s Republic of Korea (North Korea or the
DPRK) and Iran. Criminals from these countries are known to conduct a range of crimes, including
complex cyber-enabled frauds, to derive income. The assessment of PF risk includes the
assessment of potential breaches, non-implementation, and the evasion of targeted financial
sanctions within Vanuatu’'s system. Again, the misuse of the CIPs and the misuse of corporate
structures and legal arrangements are the most significant vulnerabilities to proliferation financing.
Vanuatu’s risk also lies in the transfers to intermediary jurisdictions that are sympathetic to North
Korea and Iran.

The banking and remittance sectors are most vulnerable to proliferation financiers as they provide
methods for transferring funds internationally. The PF risk assessment concludes that PF risk is
present given the operation of the CIP. This therefore requires an improved understanding of the
concerns regarding the CIPs and how they present risk for PF (and TF).



Key Crime Threats

Corruption and
Misappropriation of
Government Funds

There was widespread
concern from government
agencies and the private
sector regarding the misuse
of public monies by public
officials.

This involves the use for
public moneys for political
and personal benefit. The
value of this type of offending
is likely significant.

The occurrence of this type
of behaviour drives mistrust
in government officials.

Co-ordinated response to this
type of crime is lacking and
investigation outcomes
reflect that holding senior
officials to account is
complex and challenging.

Fraud inclusive of
frauds against the
Government

In the domestic environment
fraud committed against the
government presents high
threat (where the
government is deceived —
resulting in a loss of funds).

This excludes tax related
frauds (including the
misrepresentation or
suppression of income)
associated with tax
obligations. Vanuatu has
implemented policy and
legislation to improve tax
compliance and
transparency. Domestic
victimization is occurring
against citizens however the
value is likely modest.

Transnational money
laundering - the
introduction of foreign
generated proceeds into
Vanuatu.

Offshore-generated proceeds
have likely been introduced to
Vanuatu. This is recognized as
criminals have successfully
exploited the CIP programs to gain
citizenship, likely purchased with
illicit wealth.

It is recognised that cross-border
movement of criminal proceeds
affords those proceeds some
degree of protection, and criminals
can take advantage of this through
the CIP schemes.

Given the recognized risk
associated with the CIP programs
Vanuatu should be recognized as
a country where AML/CFT
systems will detect, investigate
and confiscate foreign-generated
illicit wealth. This has not
occurred.
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Key Threat Drivers

Drivers of ML/TF and PF include the citizenship for investment programs, use of cash, the reputation
of Vanuatu, and facilitators who enable movement of money domestically and internationally.

These programs are developing
a global reputation which could
become increasing attractive to
criminals around the
world.Cases have been
identified that reflect an absence
of appropriate controls — these
programs fuel risk.

Cash affords anonymity. Cash is a
critical feature within the criminal
economy. Cash is introduced into
the financial system and ‘used’ or
converted into high-value property.
The ability to move cash between
the illicit economy and the
legitimate economy is both an

enabler and driver of both
predicate crime and money
laundering.

Power yielded by PEPs in
Vanuatu can undermine key
government institutions and
private financial institutions.
Access to and use of financial and
non-financial services without
proper scrutiny allows corruption
proceeds to be laundered whilst
the ability of government
institutions to oversee and
enforce AML requirements can be
undermined.

Vanuatu has a reputation of offering services and products (such
as citizenship) which have and will likely continue to damage the
reputation of the country. A reputation and being recognised as
having weak AML/CFT/PF controls will attract criminals, terrorists
and others.

Enables the movement of funds into Vanuatu and offshore. The
ability to receipt funds into Vanuatu to purchase passports and
identity documents by criminals, which can then be used to
launder money in other parts of the world drives crime. Wire
transfers are an enabler.

In relation to fraud offending, the use of third party or mule bank
accounts enables the movement of proceeds which drive the
occurrence of this crime type

Associated with misuse of government monies. Both impact on
the accountability of public officials. An absence of accountability
demonstrates a tolerance which drives the continuation of
offending. Improved transparency, and accountability is critical to
curb the threat associated with corruption and related crime and
associated money laundering.

Vanuatu’s offshore sector, although reduced since the last NRA,
it remains a vulnerability for Vanuatu by foreign criminals.
Coupled with its status as a tax haven this makes Vanuatu
potentially enticing for criminals to launder money, either using a
vehicle established in Vanuatu or Vanuatu international bank
accounts and international companies. The CIP further facilitates
the use of these sectors by foreign criminals.



Sectorial vulnerabilities within Vanuatu

The 2024 NRA assessed 19 sectors, including banking institutions, professional gatekeepers (real
estate agents, lawyers, accountants), remittance service providers, virtual asset providers, issuers
of securities, currency exchange service providers, casinos and other smaller sectors.

The sectors most vulnerable to exploitation by threat actors were assessed to be banking, and
international banking and financial dealers. Trust and company service providers (TCSPs), lawyers

and accountants conducting specified activities, and the real estate sector are identified as
vulnerable to the laundering of proceeds of crime.

Highest Risk Financial Institutions

Table 1 illustrates the inherent risk of the higher risk sectors in Vanuatu.

International Banks
Domestic Banks
Financial Dealers

MVTS Medium
VNPF Medium
Mutual Funds Medium
Currency Exchange Medium
Cooperatives Medium

Interactive Gaming |

*on the basis that it is a new program not yet in existence with no licenses issued yet however when licenses are issued will
need to revise risk likely to high.

Highest Risk Designated Non-Financial Businesses and Professions

Take 2 illustrates the inherent risk of the higher risk sectors in Vanuatu.

CTSPs

Lawyers**

Accountants**

Casinos Medium
Real Estate Medium
Vehicle Medium

**Only those engaged in the designated high-risk activities
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Sectors Size

The banking sector is most vulnerable because of the size of the sector and because the high-threat
crime types all engage with this sector. Almost all fraud (where funds are misappropriated, or victims’
funds are transferred to offenders) occurs within and between the banks. Also, impacting on risk is
the interconnectedness of the banking sector; all other sectors operate within or have high reliance
on that sector given the broad range of products and services available through the banks.

Wire transfers typically enable cross-border transfer of proceeds associated with various foreign
crime. Payments associated with the CIPs enter Vanuatu’s financial system through wire transfers.
Typically, cash can be laundered when it enters the banking system, either directly or via the
Designated Non-Financial Business and Professionals (DNFBP) sector.

Sectors abused for ML across the high-risk crimes

A review from the sectors identified as being misused by criminals highlighted the top five reasons for
reporting a STR. Suspected fraud, corruption and misappropriation of government funds are a
leading concern across each sector. This aligns with the threat assessment.

Real estate continues to feature anecdotally as a sector that is receiving proceeds of crime. Lawyers
are a sector directly connected given to the conveyancing of property transactions. Real estate and
lawyer sectors are both vulnerable to exploitation by individuals looking to launder criminal proceeds
through Vanuatu property and investment activities.

Consequences

The consequences of the domestic and transnational ML/TF threats to Vanuatu are significant.

e Economic: The economic consequences are coupled with the reputational consequences.
Perceived weak controls and vulnerabilities to ML/TF can impact on correspondent banking
relationships, which has widespread implications for citizens. This includes citizens living and
working abroad who contribute to the country’s GDP. Vanuatu does offer offshore products which
would be impacted by the loss of correspondent banking relationships. Further, for Vanuatu to
develop and engage in trade and transactions globally, the need to freely move money globally is
paramount and the ability of Vanuatu to continue to develop and grow will be impacted.
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e Vanuatu is currently on the European Union AML/CFT High Risk countries list. This list reflects
the EUs position on countries with strategic deficiencies in their AML/CFT regimes. This is
despite Vanuatu being de-listed from the FATF “grey list” in 2018. The impact of this listing can
be severe on countries, as the list requires all EU countries to apply enhanced due diligence
when dealing with Vanuatu, which has a major impact on trade and correspondent banking. It is
recognised that Vanuatu must address ML/TF vulnerabilities and threats to be removed from the
EU high risk countries list and to avoid future FATF grey listing.

e Political: How will this affect the Government’s regional standing — their sphere of influence, etc.;
how will it affect the country’s place geo-politically, especially in negotiations or discussions with
governments of other nations; or their influence in international organisations such as the UN and
WTO.

Changes from last NRA

The findings of risk in this NRA have evolved since the 2018 sectoral assessments and 2017 ML/TF
assessment. Overall, the changes in risk are largely due to the CIP and the risks that it poses to
Vanuatu, and the sectors within Vanuatu that are vulnerable to the CIP. This has also impacted the
TF and PF assessments. Further, this NRA has considered a greater number of predicate offences in
more depth and the findings have matured since 2017 based on known incidents of crimes and
related typologies.

Increasing threat

Increasing volumes and values of fraud crime — including where the government is targeted, or where
government funds are misappropriated.

Increasing threat associated with corruption — including that directly linked to the investment
schemes.

Increasing threat associated with transnational money laundering where foreign generated illicit
wealth, form a range of crimes including foreign tax crime, takes advantage of the vulnerabilities
within Vanuatu’s AML/CFT framework to launder proceeds of crime.

Decreasing

Money laundering risk associated with non-compliance with Vanuatu’s tax system. No direct taxation
or capital gains tax reduces the opportunities for tax related frauds or tax non-compliance. Policies
and legislative amendments have also been introduced to improve compliance, transparency and
accountability association with taxation obligations in Vanuatu.

TF risk is increasing

Terrorism financing risk is increasing due to the ability for terrorists and terror organisation being able
to misuse the CIPs for nefarious purpose.
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