“Important Notice for Bill Finance Dealers on the Prevention of Money Laundering”---Sample Specimen

Passed by the 18th Joint Session of the 1st Board of Directors and Supervisors of the Bankers Association of the Republic of China

Approved by The Executive Yuan Financial Supervisory Commission under Jin-Guan-Yin (IV) No. 0948010848 dated July 8 2005.

I. This regulation is instituted pursuant to Article VI of the “Money Laundering Prevention Act” for purpose of preventing money laundering.

II. Important notice in the enforcement of “money laundering prevention”.

(I) Respective bill finance dealer shall pay attention to the following in conducting trade:

1. For the initial transaction with specific client (personal and institutional), respective account representative shall double-check the identification documents of the client and retain the said documents. For personal accounts, other identification documents, including the national health insurance card, passport, driver license, student ID, household registration record or official copy of the household registration, shall be required for inspection further to ID card. For institutional client, relevant registration certificates, official documents or other documents shall be required for proof of identity. The deputy agent of the institution shall also be required to present relevant documents for proof of identity. Respective bill finance dealer may request additional documents (examples are official copy of the household registration record, household registration record, residence visa, board minutes, article of association, and/or financial statements) for proof of identity if the documents presented are not sufficient for such purpose. If the client is unable to provide relevant documents as required for proof of identity, respective bill finance dealers shall decline the request for trade politely or to proceed the transaction only after the identity of the client has been properly proved.

2. For transactions requested by clients of discretionary accounts or trust accounts, respective processing staff shall confirm that the entrustment and authorization therein has been duly made, and the identity of the concerned parties is relevant. Respective processing staff shall reject the transaction politely if the confirmation of entrustment, authorization and identity of clients is difficult.

3. Respective processing staff shall reject with courtesy transaction requested by client allegedly uses alias, dummy, shell company or institution in order to effect transaction.

4. Respective processing staff shall reject with courtesy transaction requested by client using forged or modified identification documents or present only photocopies of identification documents.

5. If the documents presented are found suspicious or blurred, and respective client refuses to provide additional supporting documents or information, to the extent that confirmation of identity cannot be proceeded, respective processing staff shall reject with courtesy the transaction so requested.

6. Transactions requested by client who deliberately delay in presenting the required documents for proof of identity shall be rejected with courtesy.

7. Where the situation for initial transaction may be unusual and the client failed to provide justifiable explanation, transaction requested by such client shall be rejected with courtesy. 

(II) Confirmation required for effecting initial transaction:

1. After the accomplishment of initial transaction, respective processing staff shall confirm if the transaction is real by telephoning, in writing or on site inspection.

2. Respective processing staff shall immediately reported to the management at a higher level if any of the followings is discovered in the confirmation process:

(1) There is no such client physically existed.

(2) The client declines any transaction with the company.

(3) The account statements or other documents sent by mail to the client are returned and classified as “undeliverable, no such addressee”.

(4) With incriminating evidence or materials fact that lead people to believe that such client is a dummy used by a third party.

(III) Important Notice after the initial transaction:

1. Confirm the identity of the client and keep the transaction voucher if the amount involved in the currency transaction is substantial.

2. The aforementioned substantial amount of currency transaction shall be referred to the inward or outward transactions (including the total of the transactions of the same account on the same business day amount of NT$1 million or higher (or foreign currency of equivalent value) or currency exchange.

3. For transaction value of NT$1 million or higher and settlement is made in full amount of security certificates, respective processing staff shall request the client to provide proving documents on the sources of security certificates or to issue an affidavit. In addition, respective processing staff shall keep the transaction record and related documents. In the event that the client cannot provide the said documents or refuse to cooperate, respective processing staff shall decline the transaction politely.

4. Pay special attention to the client if any of the followings pertinent to the transaction applies. Where specific transaction may be susceptible of money laundering, reconfirm the identity of the client, the motives of conducting the transaction, keep the transaction records and documents and following the procedure as specified in this document to report to the Investigation Bureau of the Ministry of Justice.

A. The identity of the client and the motive of transaction is suspicious:

(1) The ID card or documents for proof of incorporation is found forged or modified, or, respective client intends to use an alias for the transaction.

(2) The same contact frequently requested to use different account titles for transactions without giving an explanation in their affiliations and is susceptible of involving in money laundering.

B. Unusual transaction in huge amount:

(1) This shall be referred to the sudden transaction requested by a personal account at the amount of NT$50 million or higher and is irrelevant to the social status and income of such client. Or, the sudden transaction requested by an institutional account at the amount of NT$200 million or higher and such amount is irrelevant to the scale of operation or the nature of business of such client.

(2) Sudden transaction in substantial amount requested by an account dormant for more than one year, and outward transaction is made within a period of three business days. Such mode of transaction is deviated from regular transaction.

C. Unusual settlement:

(1) Specific client requested to settle the transaction in cash or by check without bearing account title or requested to cancel the non-endorsable status of the check without justifiable reasons.

(2) The client delivery bearer bonds but avoid providing the record of previous transaction, the sources of the bonds or related documents.

(3) The client requested the company to remit the proceed from the transaction at the amount of NT$1 million or higher to one or different accounts not under the title of such client. Or, more than one client requested the company to remit the proceed from the transaction to the same account.

(4) The money for the settlement of the transaction is remitted from specific foreign regions (countries not in cooperation) including Cook Islands, Dominica, Egypt, Guatemala, Grenada, Hungary, Indonesia, Israel, Lebanon, Marshal Islands, Myanmar, Nauru, Nigeria, Nieu, the Philippines, Russia, St Kitts and Nevis, Saint Vincent, Grenadine, and Ukraine. At the same time, specific client conduct outward transaction immediately after buying in and requested the remit the proceed from the transaction to any of the aforementioned regions. The list of the aforementioned countries not in cooperation shall be updated by FATF. Therefore, your office is advised to update the FATF list of countries not in cooperation quarterly from the website www.fatf-gafi.org.

D. Transactions by terrorists:

(1) Recipient or channels of transactions are on the list provided by AIT or competent authority as terrorists or terror groups. See the attached table for details.

E. Other unusual transactions:

(1) Other unusual transactions which are obviously involved in money laundering.

5. Where this document may be updated as the list of countries not in cooperation or list of terror groups is updated, it is not required to report to the Executive Yuan Financial Supervisory Commission for record.

III. Internal control procedure for the prevention of money laundering

(I) The method and period of retention of  documents for proof of complete transactions

1. Retention method: full records of transactions and original documents of transactions of specific high amount and susceptible of money launder shall be retained and note down in separate record.

2. Retention period: The documents of the aforementioned transactions shall be retained for a period of at least five years. For cases being subject to investigation under law, related documents shall still be retained beyond the retention period until the case is closed.

(II) Special attention to the clients and company employees

1. Where any of the followings may apply to specific client, reject to provide service with courtesy and report to the immediate superior.

(1) The client refuses to fill in an application and provide relevant information where the transaction of specific currency required the aforementioned information and that the client understands that such information is required for such purpose.

(2) Any individual or group use force or intend to use force to prevent the processing staff to file the transaction record or the application for transaction.

(3) Attempt to persuade the processing staff to exempt from filling in relevant information in the application for transaction.

(4) Probe the possibility of evading declaration for transaction.

(5) Abruptly explain the source of the funds is clean and is not attempting to launder money.

(6) Insist the transaction be completed immediately without justifiable reason.

(7) The description given by the client is not congruent with the transaction in itself.

(8) Attempt to bribe the processing staff with intent for accessing to the services of the financial institution.

2. Where any of the followings may apply to specific employee of the company, audit the transactions processed by such employee, and request the assistance from the office of auditing if it is necessary.

(1) Specific employee lives in luxurious life which is not in proportion to his or her income.

(2) Employee refuses to take leave which he or she is entitled to under company regulation.

(3) Employee unable to reasonably explain the huge transactions in and out of his or her account.

(III) The Internal Reporting System and Procedure for reporting to competent authority

1. The company shall appoint specific personnel at the rank of vice president or higher (or the equivalence) to supervise the enforcement of the prevention of money laundering, and designate the Trade Department as the responsible unit for such task. The said vice president shall be trained in the prevention of money laundering. For personnel assuming such position, he or she shall receive such training within a period of less than six months.

2. All branches shall appoint senior managers to undertake the task of supervision in the prevention of money laundering.

3. Reporting Procedure:

(1) Report to the appointed supervisor on any unusual transaction.

(2) The supervisor shall assess the situation and determine if report to competent authority is necessary.

(3) If the supervisor has determined to report to competent authority, request the processing staff to fill in and application for reporting.

(4) The said application shall be approved by the head of respective department and forwarded to the head office.

(5) The vice president or the person of the same rank appointed for the supervision on the prevention of money laundering shall approved the said application and report with competent authority in due procedure.

Where the case involved may be critical, relevant units shall report to competent authority by fax or other means as soon as possible, and keep file on the progress of the case. In addition, relevant units shall report to the Investigation Bureau of the Ministry of Justice in writing by using the form attached to Ministry of Finance Letter Tai-Tsai-Rong No. 0920035253 dated August 4 2003.

4. All report records and transaction documents shall be retained for five years in original.

(IV) Confidentiality of the materials and relevant information for reporting.

1. Employees at all levels shall keep the reporting of the aforementioned suspicious transactions in strict confident and shall not disclose without authorization.

2. All documents pertinent to the reporting process shall be classified as confidential and shall be subject to the control of internal regulation on any possible disclosure.

(V) Requirement of internal control in the prevention of money laundering

1. The company shall review the effectiveness of relevant internal regulation respecting the prevention of money laundering once a year.

2. Where specific company may have many branches spreading widely, it shall call up relevant personnel for meetings for the review of the status of enforcement in the prevention of money laundering for sharing points of views.

(VI) The responsibilities of the audit functions of the company on the prevention of money laundering

1. The audit function of the company shall conduct routine audit in accordance with the internal regulation as instituted for internal control.

2. Where the audit function may discover incompliance of specific departments against internal regulation for the prevention of money laundering, report to the vice president responsible for the supervision of such task or relevant personnel regularly. This information may be used as reference for the training of employees.

3. In the event that respective auditors failed to report any material breach of the internal regulation and attempted to conceal such facts, competent authority of the company shall take appropriate actions.

4. The audit function of the company shall set up task force responsible for conducting audit on transactions in huge amount at random and understand the legitimacy of such transactions.

IV. Take part or organize training programs in the prevention of money laundering regularly

(I) Orientation for new recruits: programs on the legal rules against money laundering and the legal responsibilities of personnel in the professional of financial services shall be provided for new recruits of the company so that they can understand relevant requirements and their responsibilities.

(II) On the job training:
1. Education on legal rules: after applicable law on the prevention of money laundering has come into full force, the company shall educate the employees on the applicability of such law within the shortest possible time and discuss relevant measures for cooperation. The unit responsible for the task of preventing money laundering shall be responsible for related matters.

2. On the job training:

(1) The department responsible for human resources training shall organize relevant programs regularly for the training of all employees to strengthen their power of judgment for properly enforcing the prevention of money laundering and avoid the violation of law.

(2) The said training may be arranged with external professional bodies for joint training programs.

(3) The training programs on the prevention of money laundering may be lectured by internal tutors or by experts and scholars from the Ministry of Justice, Executive Yuan Financial Supervisory Commission, universities or other professional bodies.

(4) The training programs shall contain legal content and case studies so that the employees can understand the characteristics of money laundering and the types of suspicious transactions through the training, and can detect “transaction suspicious of money laundering”.

(5) Department responsible for the planning and supervision of employee training on the prevention of money laundering shall review and understand the effect of the training and urge relevant departments who did not participate in the training programs to attend relevant training.

(6) Further to internal on the job training, the company may send relevant employees to attend external training organized by external training agencies.

3. Speech on selected topics: The company shall organize speech giving on selected topics so that the employees can understand applicable legal rules for the prevention of money laundering better. Scholars or experts in the field may be invited to give the speeches.

V. Award for employees who contributed to the prevention of money laundering

Employees shall be awarded on their contribution to the prevention of money laundering specified as follows:

(I) Employees who have discovered cases allegedly involved in money laundering, have reported to competent authority in accordance with application rules on the prevention of money laundering and led to the crack down of money laundering by the police and prosecution authorities.

(II) Employees who have participated in seminars or conferences on the prevention of money laundering with outstanding performance in the works required by the seminars or conferences or who have successfully gathering legal rules or information in foreign countries valuable for financial institutions in their works on the prevention of money laundering.

VI. This regulation shall come into full force at the approval of the board, and shall be reported to the Executive Yuan Financial Supervisory Commission for record. The same applies to any amendment thereto.
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