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Abstract: Itis the priority of the Hungarian investigating authorities to recover as much as possible
the damage caused by criminal offenses, to deprive the perpetrators of the illegal accumulation
of property, and to prevent the use of criminal property in the course of organized crime. In
order to increase the efficiency of asset recovery, the Hungarian legal regulation developed,
taking into account the obligations and recommendations of international law, correspondingly
attaching increasing importance to this activity. In addition to detecting a perpetrator, as a
result of priority asset recovery activities identified as a priority, the investigating authorities
have achieved significant results in a number of cases in the recent past. Both domestic and
international expectations are to map the property background of criminal circles and to take it
away in order to prevent further crimes from being committed, which is why a property recovery
office has been set up in recent years. To increase efficiency, a two-tier asset recovery activity has
been developed. In order to meet the new challenges in the field, police officers will be trained
in a new type of training system. Examining the effectiveness of measures taken to recover assets
is necessary to determine future directions for development.
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INTRODUCTION

In previous decades, the basic goal of criminal proceedings in Hungary was to detect and prosecute
the perpetrators in the interests of general and special prevention. The previous rules of criminal
procedure already allowed for various coercive measures to be taken in order to compensate for the
damage caused by the crime, but these were pushed into the background in addition to detecting
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the perpetrator, typically was not paid attention to during the investigations, and compensation was
possible. It is known that the confiscation of property acquired through the commission of criminal
offenses did not appear among the tasks of the investigating authorities during this period of the pre-
vious Criminal Procedure Act, no procedural acts were carried out for this purpose. As a result, the
acquired property - despite the prosecution of the perpetrator after the serving of the sentence - was
still available, from which the criminal lifestyle and the commission of new crimes were financed. This
has changed radically with Act XC of 2017 on Criminal Procedure, which came into force on 1 July
2018 Act (hereinafter: Be.). From here, in addition to investigating the facts and holding the perpetra-
tor accountable, it became a basic task to search for and secure things and property derived from the
crime (§$ 353-354). The recovery of property by the authorities - the investigation of special criminal
proceedings may be instituted at the time and after the final decision of the court, it becomes final
(Law enforcement specialist lexicon, 2019, 594).

It required new solutions: an increase in the number of organized crimes, an increase in property
acquired through crime, and an increase in the damage caused. The most effective methods of com-
bating organized crime include imposing strict penalties for effective criminal offenses, effective de-
tection and the freezing of the proceeds of crime (Directive 214/42 / EU). Recognizing this, significant
changes have taken place over the past decade, affecting both the legal environment and the system of
tasks of investigating authorities. Hungary’s membership in the European Union means obligations on
the one hand, and opportunities on the other. The transposition of the relevant acquis of the European
Union into the domestic legal system has become an obligation, while at the same time new opportu-
nities have opened up in international co-operation and in learning about good practices.

Accordingly, in order to increase the efficiency of the loss recovery indicator and the seizure of crim-
inal property, domestic legislation formulated on the basis of international legal obligations and rec-
ommendations also attaches increasing importance to this activity. According to the researchers, it is
therefore possible to talk about property recovery where the specific amount of damage can be de-
termined exhaustively, i.e. primarily anti-property and economic torts are where substantial property
recovery can take place (Matyas. 2016, 220).

In recent years, the task of recovering assets has become a priority in order to recover as much as pos-
sible from the damage caused by criminal offenses and to deprive the perpetrators of illegal wealth, as
well as to reduce the exploitation of criminal assets in organized crime.?

A PPEARANGCE.@QFASSEIREGQ@N ERYGACELY T Y
IN THE SYSTEM OF TASKSOF INVESTIGATING AUTHORITIES

For the purpose of tracing the proceeds of crime, the two main groups of offenses are the group of
offenses against property resulting in the loss of property and the group of offenses generating prop-
erty. In the case of crimes against property that result in the loss of property, compensation is a factor
that significantly influences the subjective sense of public security of the victims and society and the
assessment of the effectiveness of the work of law enforcement agencies. In the case of wealth-gen-

2 Between 2010 and 2014, according to a study carried out by Europol, perpetrators acquired some € 110
billion a year in criminal assets at the EU level. About 2.2% of these assets were confiscated by law enforcement
authorities, while only half of these assets, or only 1.1% of the total, were confiscated, with a nominal value
of about € 1.2 billion. (Source: https://www.europol.europa.eu/sites/default/files/documents/criminal_asset_

recovery_in_the_eu_web_version.pdf.)
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erating crimes, the main goal is to deduct the income necessary for the future criminal activity of
groups committing serious and / or organized crime by tracing and recovering the criminal property
resulting from its commission (Mihdné, 2013, 87). On the other hand, although restorative in nature,
its measured goal is to restore the state before the crime was committed, together with the institution
of the civil claim (Kelemen, 2018, 44).

The Council of the European Union has recognized the difficulties of the asset recovery process. Thus,
»in order to facilitate this, it adopted a decision on 6 December 2007 obliging Member States to set up
or designate their own national asset recovery office by 18 December 2008.” (Kindelmann, 2014, 102).
The decision (Decision 2007/845 / CEU) states that the objective is to ensure an efficient flow of infor-
mation between Member States, as this is the only way to achieve an adequate level of asset recovery.
Confiscation of property resulting from criminal activity is one of the most effective means of com-
bating crime, therefore, as a member of the European Union, Hungary is also obliged to operate a na-
tional property recovery office. The purpose of the Office is to facilitate the tracing and identification
of proceeds of crime which may be the subject of a freezing, seizure or confiscation order in criminal
or civil proceedings. The main objective of the Member States’ obligation is to deduct the proceeds of
crime from criminal offenses committed by serious and organized cross-border crime, in particular
drug trafficking, trafficking in human beings, illicit arms trafficking and corruption in order to pre-
vent further crime. The European Union is united in its response to serious criminal offenses, which
are also priorities of the European Multidisciplinary Platform Against Criminal Threats (EMPACT),
such as drug, cybercrime, trafficking and smuggling of human beings and environmental crime. In
the investigation of these categories of offenses, the recovery of the criminal property is expected. The
deprivation of criminal assets can weaken the financial background of offenders, which hinders the
formation and strengthening of criminal organizations.

Among the measures formulated on the basis of international legal obligations and recommendations
concerning Hungary, the priority is to increase the efficiency of asset recovery activities and to make
stronger use of the opportunities inherent in parallel financial investigations. Each investigating au-
thority shall, in the course of its proceedings, take all necessary measures to detect and secure any
thing or property that may be confiscated or is subject to confiscation. Given that the intention of the
legislature to recover the criminal property in the ongoing main proceedings, due to all the facts that
generated the property, it also provided the investigators with the legal possibilities to do so. The re-
covery of property was given a more prominent role than before, primarily for the repair of the victim
(Be. §$ 818-822).

Forward-looking measures have already been taken in the field of asset exploration and asset recov-
ery. In November 2017, the Criminal Department of the National Police Headquarters (hereinafter:
ORFK) issued a methodological guide for the development of an uniform practice of investigations
into suspicions of money laundering in which the prosecuting authorities were instructed to carry out
essential procedural actions.

The Be. In view of the entry into force of the Act of Accession of 20/2018, all related sources of law
had to be reviewed, in the framework of which Decree 20/2018 on the tasks of tracing, identifying and
insuring the proceeds of crime and other property related to crime was created. (V.31.) ORFK instruc-
tion (hereinafter: Instruction). Pursuant to the Instruction, in the investigation of all property-gener-
ating crimes, the possibility of deprivation of property resulting from the commission of a punishable
act must be examined.

The 2020 task plan issued to the criminal authorities of the police by the Directorate General of Crime
of the National Police Headquarters summarizes the expectations related to ensuring the damage




248 Richdrd Nagy, Vince Vari

caused by the crime and recovering the property from the crime in order to operate the field more
efficiently and effectively.

ESTABLISHMENT, STRUCTURE AND ACTIVITIES
OF THE ASSET RECOVE REEUSFLIGHE

The Asset Recovery Office (hereinafter: Office), established on 1 March 2015 within the organizational
framework of the National Investigation Bureau of the Standby Police, performs the activities of the
National Asset Recovery Office (hereinafter: ARO) and Camden Asset Recovery Inter- Agency Net-
work (hereinafter: CARIN) office functions, which form a complete system of criminal, operational
and operational analyst activities. In the course of its activities, the Office continuously shares the
good practice acquired in the field not only within the organization, but also provides further training
for other investigative bodies, as well as for the prosecutor’s office and the court. It supports the im-
plementation of asset recovery and recovery activities within the remit of all investigative authorities,
performs international asset search, financial profiling, reporting from international company infor-
mation systems, analysis of virtual means of payment, and enforcement of property coercive measures.

The Office initially operated with a two-class structure. On 1 April 2017, the current four-class struc-
ture was established on the basis of the recommendations of the 2016 report of the Council of Europe
Committee of Experts on Money Laundering and Terrorist Financing (hereinafter: Money). The Asset
Recovery Office, in its function as the national ARO and CARIN office, fully performs the internation-
al exchange of information relating to asset recovery, fulfills the necessary requests for criminal legal
assistance, implements property coercive measures necessary in foreign proceedings, for example in
European investigations, international Investigation Teams (JITs).

Instead of the initial two exclusive investigative powers, the new criminal procedure standard has
given two national jurisdictions in addition to international exclusive jurisdiction (asset recovery pro-
ceedings and asset investigations), in addition to which the Office has national jurisdiction over cer-
tain ratings of terrorist financing and money laundering.

The Office also conducts property recovery procedures with national jurisdiction (Bezsenyi et al.,
2016), which become necessary for the basic proceedings of the Police, the National Tax and Customs
Office (hereinafter: NAV) and the prosecutor’s office (Bezsenyi et al, 2016).

Since its establishment, the Office has built special operational analysis capacity and special opera-
tional operational skills, as well as extended its operational analysis and asset recovery capabilities
to cryptocurrencies and seeks to provide these capacities as an independent service to counterparts.
As a result, the department is virtually self-sufficient in its own powers and competences. Economic
OSINT, economic and investment analysis, and financial profiling capabilities have been developed,
and analytical skills and capabilities for financial intelligence and online payment systems are currently
being developed. Given that we carry out various procedural acts for all domestic investigative bodies,
the working relationship with the prosecuting investigative bodies and the NAV investigative bodies
is also excellent, with around 200 ARO and CARIN Member States contact points in the framework
of direct international criminal cooperation. Due to the intelligence platform, it also complements the
economic sectors involved, as well as the range of penitentiary and domestic secret services.

The field of asset recovery is present in terms of wealth-generating facts, from intelligence to asset
search that can be ordered following the failure of enforcement based on a final order. The proportion
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of initial requests for property recovery proceedings, mainly from NAV and prosecutorial investiga-
tive bodies, in excess of police requests, began to turn from 2018, along the coordination procedures
(Vari, 2017). Compared to the year in which the Office was established, in 2019, two more indepen-
dent criminal proceedings, five times more property recovery proceedings, eight times as many inter-
national property searches, and dozens of European Investigation Decisions and letters rogatory were
executed. The number of proceedings conducted has increased significantly in all categories, but the
use of international criminal co-operation is outstanding. Specific procedures have been developed in
this area, which have proved to be extremely effective, and its use has been encouraged by all investi-
gative bodies.

Excluding the Office’s activities relating exclusively to asset recovery proceedings, the activities of all
prosecuting bodies in the investigation of property-generating offenses are also activities related to
damages, activity to secure an asset (Frigyer et al., 2016). Their effectiveness is of paramount impor-
tance in terms of the social perception of the Police, compliance with EU directives, effective action
against organized crime on the one hand, and the national economy on the other.

INERVEDIRECIRIONSNMG) - TTER ASSET RECOVERY ACTIVITY

As already mentioned, it is the general task of the investigating authorities, in addition to detecting
the basic facts, to detect and recover criminal property during the proceedings in order to detect the
criminal property. Each investigating authority shall, in the course of its proceedings, take all nec-
essary measures to detect and secure any thing or property that may be confiscated or is subject to
confiscation. In Hungary, 98% of cases are investigated by local level bodies struggling with a constant
lack of capacity, as the value of the damage was set at HUF 50 million, above which the regional or
central investigating authorities (25/2013 (V1.24.) BM Regulation).

The problem then was that only a central fundraising organization was set up and its responsibilities
were not divided (Vari, 2014. 90). As a result, the local police bodies, which otherwise lacked capacity,
also besieged the Office with their own requests. In view of the other tasks of the Office and the steady
increase in the number of asset recoveries, it has become necessary to review the cases submitted for
the recovery procedure in order to decide in which cases the Office’s procedure is justified.

In the course of this activity, the principal body may, on the basis of instructions, involve the inves-
tigating authority’s body responsible for the recovery of assets. The standard setter also opened up
the possibility of setting up such a special body for all investigating authorities, while referring to the
Office the types of procedures requiring its exclusive competence and special skills, thus facilitating
the development of a national asset recovery system and structure with a more active role for local and
regional authorities.

In all cases, the Office shall request information on the investigative measures taken by the authority
in the main proceedings in order to ensure the enforceability of the confiscation of assets, in particular
the ordering of coercive measures and the collection of any secret information. the results of the mea-
sures taken and the appropriateness of carrying out the asset recovery procedure.

This created a two-tier asset recovery activity: the first level is the asset recovery activity of the investi-
gating authorities in the main cases, the second level is the special activity of the Office.
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RESULTS, PRESENTATION OF GOOD PRACTICE

During the period under review, the following good practices were used by the investigating author-
ities.

- Act C of 2012 on the Penal Code (Criminal Code) 74 / A. Application of the extended confiscation
of property specified in §.

- Act CIV of 2001 on criminal measures applicable to legal persons was overinsured in the framework
of the provision of confiscation of property due to the provision of a future fine written in Section 6
of Act no.

- Seizure of virtual currency, primarily bitcoin and bitcoin cash.

- Contribution to the effective execution of an international arrest warrant issued by the principal
investigative body.

- Carrying out investigative actions carried out abroad by the main investigating authority abroad on
the basis of an international property search.

- Appointing of a trustee to ensure the legal rights of the companies involved in the proceedings.
- Securing the value of the damage caused by the crime by ordering the seizure of a business share.

- Application of monitoring of ownership changes to property ownership to allow the investigating
authority to respond quickly and effectively.

In 2019, as a result of the continuation of parallel damages and asset recovery activities, which were
identified as a priority in addition to the investigation of the main case, the investigating authorities
achieved significant results in several types of cases. In cases of money laundering, fraud, but also ot-
her criminal offenses, the effectiveness of recovery was greatly enhanced by the extraordinary action
taken after the report was lodged, when the investigating authority tracked the money and immedia-
tely took the necessary action to recover the amount of damages. According to the experience of the
investigating authorities, the number of crimes aimed at obtaining funds from companies, in which
the perpetrators are aimed at diverting bank transfers, is increasing. This phenomenon poses a parti-
cular challenge to companies that have business relationships with foreign partners and make larger
amounts of cash. Experience has shown that a larger proportion of companies do not have adequate IT
capabilities to deal with similar attacks. However, the prompt response of the victim and the investiga-
ting authority resulted in full recovery in several cases, thanks to the excellent working relationship
between the financial institutions and the prosecuting authorities and the immediate action taken.

In the area of asset recovery, the investigating authorities are achieving better and better results in
the investigation of key crime-generating crimes. This is also due to the lessons learned from the
cases involving the Office and the use of good practices applied by the unit. The data of the table for
monitoring the damage provided by the territorial bodies, requested and maintained by the Office on
a monthly basis from 2019, provide a more accurate overview of the performance of an investigative
body than the ENyUBS® data. The gained experience is used by the employees involved in the asset
recovery procedure during the asset discoveries in individual cases and shared with their colleagues.

It should be mentioned as a good practice that the unit among the territorial bodies in the country was
the first to establish an independent property recovery support unit at the Budapest Police Headquar-

3 The Unified Criminal Statistics of the Investigative Authority and the Prosecutor’s Office (ENYUBS) is a
follow-up statistical system in which data are recorded after the investigation is closed, i.e. not according to the
date when the crime was committed, but the date of prosecution.

i
m:"m?
& YHMI

Nl ;



NEW WAYS IN ASSET RECOVERY 2511

ters. In addition to the data analysis and management activities in the field, its task is to carry out
activities related to the investigation of the main proceedings at the request of the body conducting the
main proceedings, in parallel with the investigation, if the scope, complexity or other reasons so war-
rant. The unit conducts asset detection not only in cases belonging to the classical field of economic
protection, but also in drug-related investigations, human trafficking and other high-profile crimes.

FURTHER DEVELOPMENT OF EDUCATION AND TRAINING

In view of the legitimacy of the field of property recovery, the continuous training of the criminal staff
and the development of uniform practice are of paramount importance. Since 2016, the Office funded
by a BBA application’ has trained line holders for the Police, NAV and prosecutors in order to set up
and operate an asset recovery network. In addition, in 2019 for all territorial bodies of the Police, the
so-called Through training with a hospital system, 4-4 line managers per body were also trained. In
practice, the foundations of a larger national asset recovery network, with the participation of the Po-
lice, the NAV and the prosecuting investigative bodies, and a smaller national asset recovery network
were established with the participation of the Police.

In addition to its core business, the Office regularly provides further training to other investigating
authorities, as well as to the prosecution and the judiciary. It also participates in education related to
the field in several departments of the Faculty of Law Enforcement of the National Civil Service Uni-
versity.

The topicality of the asset recovery field was presented in the framework of three trainings organized
by the ORFK Directorate General for Crime (for heads of economic protection departments, auditors
employed in the field of crime, and for corruption line managers). With this, and with the experience
gained in the coordination realizations, it became possible to develop a two-stage national asset re-
covery system, which points in the same direction as the expectations of both Money and the General
Prosecutor’s Office.

OPTIONS FOR MEASURING EFFICIENCY

The damage caused by the crime, as well as the amount recovered, is currently recorded by the
ENYUBS. The ENYUBS contains statistical data recorded in proceedings closed in the previous peri-
od, which are damages caused by criminal offenses investigated in police proceedings, damages recov-
ered and insured, and the recovery rate (a percentage determined as the ratio of damages caused and
recovered and insured).®

4 It should be noted that there are several model organizations in the European Union, notably a system
with a smaller number of financial intelligence units at regional level, in addition to a central national office
specifically for coordination and international relations (ARO), to support asset recovery activities, that the
application of this field requires special, specific expertise.

5 The Internal Security Fund (BBA) is a new, complex, comprehensive instrument created in the 2014-2020
budget cycle, covering the management of external borders and, in this context, EU visa policy, crime prevention
and the fight against terrorism, and the range of the EU funds to be redistributed on the basis of solidarity.

6 From 1 July 2018, the insured damage category is included in the ENyUBS. Until the conclusion of the
procedure on which the data is provided, the amount of assets and assets (movable, immovable, property
claims, property rights, other) specified in HUF cannot be counted as compensation for damage.
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However, the ENYUBS does not always include:

the result of the freezing order applied in the framework of a precautionary measure,
damages recovered on the basis of redemption, settlement, civil law claim (Vari, 2018),
the outcome of the mediation procedure.

The ENYUBS loss recovery indicator is not affected by the assets discovered and insured in the frame-
work of the investigation of the crimes generating the priority assets. Highlighted as an example, in
the case of crimes relating to drugs and human trafficking, no damage has been caused, the value of
the acquired property is not included in the ENYUBS statistics.

Precautionary measures relating to property arising out of, in connection with, or discovered on the
basis of extended confiscation resulting from the commission of an offense are currently only recorded
manually in order to monitor the extent of property recovery.

In order to keep track of the asset recovery activity, the Office maintains a manual table based on
the data provided by the territorial bodies. The data included in the maintained table go beyond the
ENyUBS data and cover the entire asset recovery activity. The ENyUBS recovery indicator contains
the results of the crimes in which the damage occurred. Such classic crimes are theft, fraud, economic
crimes, however, the results of money laundering are also included in the statistics.

The importance of the highest possible recovery of the recovery data is that in these cases the injured
party who suffered the damage will receive his values or the corresponding higher compensation for
the damage.

The requested data includes property taken from criminal circles and persons, which is also defined
as an international obligation which would be used to commit new crimes (drug trafficking, human
trafficking, etc.).

On the basis of the information provided, the precautionary measures taken by the investigating au-
thorities, the seized, seized value, assets, etc. summarize, on the basis of which all the measures taken
by the organizational elements in this field can be continuously monitored, on the basis of which the
current activity of the investigative bodies can be measured.

From April 2020, a monthly report on asset recovery activities will be prepared for crimes relating to
high-priority drugs and new other psychoactive substances.

SUMMARY

In addition to detecting the perpetrators of criminal offenses, it is the responsibility of local and re-
gional investigating authorities to recover the damage caused by the crime and to take the necessary
measures to confiscate the proceeds of crime. In the course of investigations, this activity begins to
become part of the routine of investigating authorities. This activity is complemented by the activities
carried out by the Office, in particular the conduct of asset recovery proceedings and the international
exchange of information. This created a two-tier asset recovery system.

Thus, it can be seen that the recovery of damages and property is not only the task of the Office, but
also of each investigating authority in the investigation of each property-generating crime, including
the preparatory procedures. Parallel investigations, also for the purpose of property recovery, should
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be gradually extended to all property-generating crimes (Government Resolution 1688/2017 (IX.
22.)). In the case of a realistic possibility of recovering the damage and the property, no distinction
can be made between the so-called small or large matters. In the case of minor offenses, all necessary
and possible measures must be taken in the same way as in cases of high damage. Victim reparation
should be given the same emphasis as the prosecution of the perpetrator. This is a key objective, as
among other things, citizens judge the work of investigative authorities in the light of these results.

In 2019, in addition to the asset recovery officers appointed by the regional bodies, several employees
of several local bodies participated in the hospital hospitality program. As a result, more staft have
been trained in each regional body to assist the local investigative authorities. Territorial bodies can
turn to the Office for professional guidance, even for professional support in a specific case.
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