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The Financial Action Task Force (FATF) is an independent inter-governmental body that develops and
promotes policies to protect the global financial system against money laundering, terrorist financing and
the financing of proliferation of weapons of mass destruction. The FATF Recommendations are recognised
as the global anti-money laundering (AML) and counter-terrorist financing (CFT) standard.
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LIST OF ACRONYMS
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AML Anti-money laundering
bapibsiz 3
BCBS Basel Committee on Banking Supervision
EERMTEEZE S
CDD Customer Due Diligence
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CFT Counter-terrorist financing
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CPMI Committee on Payments and Market Infrastructures
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EDD Enhanced Due Diligence
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This Guidance should be read in conjunction with the FATF Recommendations, especially
Recommendations 1, 6, 7, 10, 11, 13, 14, 16, 20 and 26, their Interpretive Notes and the Glossary.

E(ES EE FATF eI - Frhlied#5$1-6-7-10-11 131416 - 20 126 I >
LUK iz et R A 52 % -

This Guidance should also be read in conjunction with the following FATF guidance papers and
typologies reports which relate to proper implementation of the risk-based approach (RBA) in the
banking and money or value transfer (MVTS) sectors:

Efrfe5 [ EBLILIT FATF fEE A NIR SRR R s —#ERRE » B G S E SR T B 5 $8 ¢
BERERS (MVTS) SEIERET R A (RBA) -

FATF RBA Guidance for the banking sector, 2014
FATF $R{TEEmAmE )7 AF55] > 2014

FATF RBA Guidance for Money or Value Transfer Services, 2016
FATF <38 s (B {E M e AR s B b B U755 5 - 2016

Guidance on the Risk-Based Approach for Effective Supervision and
Enforcement by AML/CFT Supervisors of the Financial Sector and Law
Enforcement, 2015

BRIGESHHIEEE FT RS B MR A R I B T A A
JE\ b B 77 AES [ 0 2015

FATF Guidance on AML/CFT and Financial Inclusion, 2013

FATF [55Ese TR ER N EemifEs| - 2013

FATF Guidance on Politically Exposed Persons, 2013

FATF 2T EZBUAMERE A 551 > 2013

FATF Report: Money Laundering through Money Remittance and
Currency Exchange Providers, 2010 and

FATF s © A8 RibEsK L S RETE R RtEe - 2010 &

FATF Report: The role of Hawala and other similar service providers in
money laundering and terrorist financing, 2013.

FATF iz - Hawala Jz AR DR Bt A DG e s KA TR & Bk
EFEAE > 2013

The following guidance papers and tools are also relevant sources of information on how to manage the
risks of correspondent banking relationships:

DU 455 (3481 T B 2 75 RR A0 e & 2 AP SR TR AR B A B i Y B B s R

Basel Committee on Banking Supervision, Guidance on Sound
Management of Risks Related to Money Laundering and Financing of
Terrorism, 2014

EERRTRHEEZ A - B2t TR ERRUG E R AR E
55 > 2014
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Wolfsberg Group, Anti-Money Laundering Principles for Correspondent
Banking, 2014, and
TRERRHTEE IR - ABEESRI TG M s A - 2014 &
Wolfsberg Group, Anti-Money Laundering Questionnaire, 2014.
IRERRHTEEEEE - [fIEsfGTER - 2014 -
Committee on Payments and Market Infrastructures, Correspondent
Banking — consultative report, 2015
BRRES T BTSRRI R RS - WIEiRT - 5
2015
Basel Committee on Banking Supervision Supervisory Guidance for
Managing Risks Associated with the Settlement of Foreign Exchange
Transactions, 2016
EEHIMTEREEZE S » JMNER S 4E EH R e 2 BaiEs |
2016
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l. INTRODUCTION
. FE
A. BACKGROUND — FATF ACTION TO ADDRESS DE-RISKING IN THE
CORRESPONDENT BANKING CONTEXT
A. iR — FATF st EERIT R EE Z AR TE)
1. In the wake of the global financial crisis and countries’ response to it, the international

community has been increasingly concerned about de-risking. The FATF understands this term to mean
situations where financial institutions terminate or restrict business relationships with entire countries or
classes of customer in order to avoid, rather than manage, risks in line with the FATF’s risk-based
approach (RBA). This is a serious concern for the FATF and the FATF-style regional bodies (FSRBS) to
the extent that de-risking may drive financial transactions into less/non-regulated channels, reducing
transparency of financial flows and creating financial exclusion, thereby increasing exposure to money
laundering and terrorist financing (ML/TF) risks.

1 EER BRI DR 2% BRI B 1 i A B P v+ R B R O o el - FATF IR - 72
{E A5 R < R AR 4 1 PR R B R (i B o B 2 P P R 2R s Rl % - DA T FATF Eﬁﬂﬁzzﬁi
BEJ77% (RBA) » HEBHJEE - MIFEHERR o ¥ FATF REIMEPGHIEs4H4E (FSRB) 1S

FEH R EE YR R B 25 B T R 2 s B e B By D BB B B I [ {EEfA %Eﬂf“
ARG FIER R E AR - (e InesmEpA o+ (ke &) B -

2. Analytical work undertaken so far by different bodies, including the FATF,' shows that
de-risking is a complex issue driven by various considerations including: profitability; reputational and
liability risks; changes in banks’ financial risk appetites; the amount of financial penalties imposed by
supervisory and law enforcement authorities, increased compliance costs associated with implementing
conflicting regulatory requirements, including anti-money laundering and counter-terrorist financing
(AML/CFT) and confusion caused by the term Know-Your-Customer’s-Customer (KYCC). A recent
survey’ also shows that in some cases, banks will exit the relationship solely on the basis of profits
(““de-marketing”), irrespective of the risk context and of market circumstances.

2. FEHRE (fE FATFY) Friatrist  ZEE R EER®SE - AEE R ENRE -
BFEERIME - PRSI - SCBRR THY SR E RS2 1 - BB TR AU AT R R Y B RESTRK
R AR R TR P s 0y B B M A AR e A i - @%K)ﬁﬁ%ﬂ/ﬁx/ FTEEZL(AML/CFT)
PUR: THERIRE FIEE | (KYCC) —alip IR « BTiveie * iR » S EZE - 71T
(ERFERZGER S (" A% )  WARFSERRERE S5 ES -

The FATF circulated a questionnaire to banks and MVTS in late 2015 to gather information from the private
sector which helped to form the basis of this guidance.

Y FATF 74 2015 FEAECEHRITAI MVTS TG E - SBERLFIIEN > DFIEERES] -

2 ACAMS/Dow Jones (2016), Global Anti-Money Laundering Survey Results 2016,
http://files.acams.org/pdfs/2016/Dow_Jones_and_ ACAMS_Global_Anti-Money_Laundering_Survey Results_2
016.pdf.

2 ACAMS/Dow Jones (2016) » 2016 £ B &R E42E -
http://files.acams.org/pdfs/2016/Dow_Jones_and_ ACAMS_Global_Anti-Money_Laundering_Survey Results_2
016.pdf -
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3. The term KYCC has created a lot of confusion. To clarify, the FATF Recommendations do not
require financial institutions to conduct customer due diligence on the customers of their customer (i.e.,
each individual customer). In a correspondent banking relationship, the correspondent institution will
monitor the respondent institution’s transactions with a view to detecting any changes in the respondent
institution’s risk profile or implementation of risk mitigation measures (i.e. compliance with AML/CFT
measures and applicable targeted financial sanctions), any unusual activity or transaction on the part of the
respondent, or any potential deviations from the agreed terms of the arrangements governing the
correspondent relationship. In practice, where such concerns are detected, the correspondent institution
will follow up with the respondent institution by making a request for information (RFI) on any particular
transaction(s), possibly leading to more information being requested on a specific customer or customers
of the respondent bank. There is no expectation, intention or requirement for the correspondent institution
to conduct customer due diligence on its respondent institution’ customers.
3. KYCC —GaliERiGET 2R » K 7 BHEE 5, - FATF Z3F il AZOR BRI B PR =
(Etr At E %P ) PUTEFEE - 1BERTTRE AT - miE R O et isiany
5 T RTUEEE R ST E B SRR R R (RIEIERRIEEE TS &
Jit PR E AR Rl SR ) ~ Zesttid A FHEAEBIEC S - BT REESOBIESRTT S 4URRCZ
I - B L — B3 BA IR mER E Bzt i ZOR ST R E X AR & (RFID) -
1ML SR AT RE S B EOR IR B 208 Rt TR E & P YA » (H FATF MRHARY ~ FT R EE0K
FERI Y E st E P RTE R EE -

4, In June 2015, the FATF issued a public statement® to clarify that, when establishing
correspondent banking relationships, correspondent institutions are required to perform customer due
diligence (CDD) on the respondent institution, and gather sufficient information about the respondent
institution to understand its business, reputation and the quality of its supervision, including whether it has
been subject to a ML/TF investigation or regulatory action, and to assess the respondent institution’s
AML/CFT controls. It was clarified that the FATF Recommendations do not require correspondent
institutions to perform CDD on the customers of their respondent institutions when establishing
correspondent banking relationships or in the course of the relationship.
4. FATF Jf* 2015 863 ABAE0H ° > SRAA{E L IMIESRT T AR (s SURImEIE MRS T L
ZEtiE TR PEE (CDD) - WEE B Z b &R - AR - BBl wE (8
FEZURIB R GRS B AR ) » DURGHE IR Sk s TR E B
7 o AR EARY IR » FATF &3 IR 2R P AT L PSR T AR R (R s L L R Ry iR o
PHEHZS RS P TE P EA -

5. Although the financial sector welcomed that and other FATF public statements on de-risking,* it
also sought further clarification on supervisory expectations for conducting customer due diligence on
correspondent institution’s respondents. In turn, supervisors and regulators need to be clear about how
they assess financial institutions against those expectations. For that reason, the FATF committed to

See FATF (2015), Drivers for “de-risking” go beyond anti-money laundering / terrorist financing
www.fatf-gafi.org/publications/fatfrecommendations/documents/derisking-goes-beyond-amlcft.html.
> S FATF(2015) » " Z/alfe , FE/EmBtlidil s~ #T IR R Ry T FH B 12 IR AT

www.fatf-gafi.org/publications/fatfrecommendations/documents/derisking-goes-beyond-amlcft.html.

* See the public statements issued by FATF on de-risking in October 2014, June 2015 and October 2015.
* SR FATF i 2014 4E 10 A -~ 2015 4F 3 [ F1 2015 4 10 [ /ABIEs 7 AR -
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developing guidance to further clarify supervisory expectations for correspondent banking relationships in
relation to the obligations defined by the FATF standards. This clarification is consistent with the FATF’s
overall approach to de-risking which is based on the effective implementation of the global AML/CFT
standards, in line with the FATF’s RBA. The FATF Recommendations require financial institutions to
identify, assess and understand their ML/TF risks, and implement AML/CFT measures that are
commensurate with the risks identified. Indeed, the RBA is the cornerstone of an effective AML/CFT
system, and is essential to effectively managing risks.

5. B RIS PATF (iSTERR A K L qth FATF S50 B 2 /A BRAERT * > FATF {32RsK
P A R AMER RS T S 2t R T T R PR BV H AR - S - BRRR BlE B R S h a0
A SR S S B P H VA IIRERYEEA > Rtk - FATF 200 BEE A1551 > LUE—F
SUHHAE FATF B2 7 36755 1 - SHBPESRI TR KBAARHYE I HAR - AF55 15 FATF SEEGHY R Mz U574
R VAR T 2RI RS, FT U R Ry B - JRER FATF Ry B 775 —% - FATF
TR RIS, - BTG R R R B o AR AR A b - PREERLE SR\ A Y
Prilsess FTeE R S E b R A N E R RRIHIEEE TR AR A ARG
L EARE AT RN ETTE -

6. Prudential and other regulatory requirements as well as the complexity, number and changes in
sanctions regimes, and also uncertainty related to the interplay of different sanctions regimes and their
applicability to financial institutions, were also mentioned as drivers of de-risking. AML/CFT regulations
are therefore only one of a multitude of factors cited for closing correspondent banking relationships.
These results are largely in line with the prevailing understanding of the FATF and other international
organisations doing work in this area, including the Financial Stability Board (FSB), Committee on
Payments and Market Infrastructures (CPMI), Basel Committee for Banking Supervision (BCBS)’s
Anti-Money Laundering Experts Group (AMLEG), International Monetary Fund (IMF) and the World
Bank.
6. AR B Y HEBh N 2R S A T B R A B B TR~ S E0HG R0 - SR
N EIFETRE R B AR REE M - AR ST ESTHS R SRR 0B 5 - Difless T4
B R R S R EAE HUBPE SR T RBARINIR R Z — © iEtb&h L FATF IR I AH R4 45 Y
FEHET - SRS ESRMRBEZEY (FSB) « BREERT (I HSARNZ 8 S
(CMPI)~ BRI TR Z B & (BCBS) W51t #8H 20/ N\l (AMLEG ) ~ BB ARE: (IMF)
T FLERTT -

7. Although many of the factors contributing to de-risking go far beyond AML/CFT and the FATF
mandate, the FATF is committed to addressing this issue to the extent it can by issuing guidance clarifying
how to implement the FATF’s RBA properly and effectively, consistent with previous FATF guidance.’

7. BEIRFT 215 e K R B tH AR 0 e 58 T8 & FATF (175 » FATF 528800
T RFRIE LR > 7S FE TS TGS BRI 0] IEHEA SOt T FATF 9B BSERE 755% - °

Including Revised Guidance on AML/CFT and Financial Inclusion (2013).
° EIEIGHIZEEE TR R B RTES (23T (2013)
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8. Correspondent banking is an activity that has been negatively impacted by de-risking in certain
regions® and sectors. This is of concern to the international community, as correspondent banking is an
important means of facilitating cross-border movements of funds, and enabling financial institutions to
access financial services in different currencies and foreign jurisdictions, thereby supporting international
trade, charitable giving, commerce and remittances flows, all of which contributing to promoting financial
inclusion.
8. FEREEHE © BIFTEE > R R PR SR T A A - B RS SR
I%LEﬁ TR REERE %E%E%ﬁﬁ HAET: GRERE LA R RS A FRY SN
BRI &ﬁi?ﬂ“.ﬁﬁwﬁ% ZIRMY - DU PR B BANERK 0 TS SR AR
E%Eﬂ%@@?ﬁﬂﬁé °

B. THE PURPOSE OF THIS GUIDANCE, THE TARGET AUDIENCE, AND THE STATUS
OF THIS GUIDANCE

B. FE5IHVHRY ~ BB

9. The purpose of this Guidance is to address de-risking by clarifying the application of the FATF
standards in the context of correspondent banking relationships and money or value transfer service
(MVTS) providers rendering similar services (i.e. MVTS acting as intermediaries in processing and/or
executing the transactions of their own customers through accounts — see Il d) below) by:

0. AF55 [0 H VIR R L i - 3AH FATF BEAELE PR SRA T 2R (% - éé%ﬂﬂ%‘ﬁ
MRS (MVTS) EEREDIRE (WHLER - S sEESE BT E T ﬁaé AR
REL R I THCE PR SR - 2FEPUT 11d) BER - DUk :

a) supporting the development of a common understanding of what the RBA entails for banks
engaged in correspondent banking activity and MVTS providers rendering similar services;
respondent institutions with MVTS providers as customers; and financial institutions
relying on third-party MVTS providers, in their role as intermediaries, to execute payment
transactions,

) SCFFE R FEIRA R B R PR A T AN SRS (R TR IR T
KR SR DR A s BB (E ARSI 5 Uiﬁ%ﬁ%ﬁ&@ﬁ&%"f&%ﬁ%ﬁE’J#
AEIRE > DRSS =7 S8 B ERS RS S 10 A Y R T

Lo o

® Refer to: Joint Survey by the Union of Arab Banks (UAB) and the International Monetary Fund (IMF); The
World Bank’s Fact Finding Summary from De-risking Surveys and Withdrawal from Correspondent Banking:
Where, Why, and What to Do About It.

® 208 [HMAMRTT (UAB) BIEFSEMES (IMF) Bl &7 © (S ERITHY 2 b 2 4 SR A At B Y
HHEPESRATIETS ¢ 0[IR ~ Fyfo] ~ FAAMEL{EE
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b)

b)

d)

d)

clarifying the interplay between the FATF standards on cross-border correspondent banking
(Recommendation 13) and MVTS providers acting as intermediaries, and the FATF
standards on customer due diligence (Recommendation 10) and wire transfers
(Recommendation 16), as well as on targeted financial sanctions (Recommendations 6 and
7),

st BN AHRA FATF B 2 X O /F R - RIS ombe sRT5E CEaish 13 1H) Mbl&
PREEESEIRBE BB P - B FATF BB S (35 1035) -
BEME (G 16 1) BIHEMERHE (BRE 67 H) -

highlighting the extent to which correspondent institutions and MVTS providers offering
similar services may gain a sufficient understanding of the customers of the respondent
institutions and the associated risks, and

S i DA LR (IR (DU IR s 1y SR BB E RS IR 5 2 8 ) T o IR et &
LA A e > PR

clarifying the expectations for correspondent institutions when dealing with respondents
whose customer bases include MVTS providers.

S ERr RS P a LS e A ER R A R A - S BRI B S -

10. The target audiences of this Guidance are:

10. ENEEIEpEVEESE

a) banks and MVTS providers engaged in providing correspondent banking or respondent
banking services,

) RALEIEIRT TR TR IS TR S BB E IR R

b) financial institutions with account holders that are MV TS which in turn provide
correspondent banking-type services to their own customers (as opposed to MVTS
providers who are holding and using their account for their own corporate purposes), and

b) RFFFA N R8s E EREIREE SN SRR - Bz S EESE RS
It R HA B2 PR (b SR TR A 2 s (EERLEC Ry 5 RN &) B BT+ A A iR =
s EEREREEENE ) &

c) competent authorities (particularly AML/CFT regulators and supervisors of banks and of
MVTS providers).

¢) FEWR (FralERITEs s E BB ER LTSS TR & R
i)

11. It should be noted that this Guidance has been prepared in collaboration with the FSB, which is

coordinating work to assess and address the extent and causes of banks’ withdrawal from correspondent
banking to identify possible policy responses to address this issue’, through the implementation of a

FSB (2015), Report to the G20 on actions taken to assess and address the decline in correspondent banking.

www.fsb.org/wp-content/uploads/Correspondent-banking-report-to-G20-Summit.pdf

" FSB (2015) - fR7TIBEH A EF A I PGP TH) — G20 #7E -

www.fsb.org/wp-content/uploads/Correspondent-banking-report-to-G20-Summit.pdf
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four-point action plan (data collection, clarification of regulatory expectations, domestic capacity building,
and strengthening the tools for due diligence) coordinated by the Correspondent Banking Coordination
Group. Other international organisations doing related work in the correspondent banking area (for ex.
CPMI and BCBS) have also been closely associated to development of this FATF Guidance.

11. JEFRHIHYE - AFE5 {58 FSB L [ERIE - FSB & H sl TIF - DASHE NIRRT HU M e
AT BRI AAVRZ B - [FIF A8 —TH e P SR TiA sl NaH 3Ry 4 B TEhatE (GREER -
SROAESEEIAYY ~ BEIE > DURIIRE PEE T ) » DR I A R B S i 7 - EoAthAe
P SRA TAEI I SR AHRE TAEAYEIPRAHAE (5141 CPMI Bl BCBS ) %1 Hijtk— FATF 155 [HUHEE °

12. This Guidance draws on the experiences of countries and of the private sector to assist
competent authorities and financial institutions in effectively implementing applicable FATF
Recommendations using the risk-based approach to avoid the unintended consequences of de-risking. It
also uses input from other relevant standard setters, and especially the BCBS with its Guidance on Sound
management of risks related to money laundering and financing of terrorism (Annex Il on correspondent
banking). This FATF Guidance is non-binding and does not overrule the purview of national authorities to,
among other things, assess and regulate correspondent banking activities and MVTS sectors as per the
legal, supervisory and regulatory frameworks established in each country and/or region, the ML/TF risks
present in each jurisdiction, individual institution’s risk assessments and other contextual factors (e.g.
sophistication and maturity of the national regulatory and supervisory regime).

12. IEAE S [ 2 WIS R LB 45 B - 17p BARE SRR A b M 28 P e BB 502 > A E it
FHEY FATF 5% - i op B SRR Z SMYAE SR o 4455 [T F B A R R R i e AR A T & -
i plutE BCBS R H A 4= ) A #E 7 T BB BB i 2 B B 22755 (Hfgk 1 EPESR T30 ) -
FAEG A BHRTT » I B S BINR & SR E I ARE - SaE BT E 28 tes B E b -
&R E et il > DU R (BIAnE o B AN B B Aa ey fE e PEAIRGVE ) ~ S RIEE
AMESRTTIEE) - BE s E EREIRA e S R -

. DEFINITIONS
. X

13. The following definitions apply for the purposes of this Guidance:
13. UM ERBEARAES]

a) Correspondent banking is the provision of banking services by one bank (the
“correspondent bank™) to another bank (the “respondent bank™). Large international banks
typically act as correspondents for thousands of other banks around the world. Respondent
banks may be provided with a wide range of services, including cash management (e.g.
interest-bearing accounts in a variety of currencies), international wire transfers, cheque
clearing, payable-through accounts and foreign exchange services®.

) HHERTTFEAREIRT CEESRT) RISRTIRE G S —R1T (ZRtelkiT) - R
BRPE SRTT 40 B 470 PSR THY A 6 - SR OIS 4a S ERELT- 2R 1T - ZtsRiT B8

8 FATF Glossary
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TR - BB SET (FROmSEEEENEIETEIRE) - BIFRERE - S5
#ENES (Payable-through Account ) EARNERRTS ® o

Correspondent banking does not include one-off transactions or the mere exchange of

SWIFT Relationship Management Application keys (RMA)® in the context of

non-customer relationships, but rather is characterised by its on-going, repetitive nature.

AMESRI TSR N AR — RS - BCRANIER PRI ACH SWIFT BAEHEH
(RMA) &8> 275 ° - R HER it Em M bR O -

Correspondent banking services encompass a wide range of services which do not all carry
the same level of ML/TF risks. Some correspondent banking services present a higher
ML/FT risk because the correspondent institution processes or executes transactions for its
customer’s customers.

AESRI THR AL — 2B - (EGIERTA BN A HHERR eSS &S E b - A LhiE
CESRITAR IS T - AEEERRRS S B PR PR E AT S - i B AR EsS &
LS\

Hence, the focus of this guidance is correspondent banking relationships that are higher risk,
in particular cross-border correspondent banking relationships involving the execution of
third party payments.

PRI > AHES [FE B AR RS ER TRA{ - Rl G5 RS =7 (VSR
AMESRT TIEARBE %

This guidance also applies to money or value transfer services (MVTS) acting as
intermediaries for the transfer of funds or value (see d below), in line with Recommendation
13 which applies to financial institutions engaging in cross-border correspondent banking
and other similar relationships. This guidance does not apply to securities transactions,
AR5 IR e i s E ERERT (MVTS) - ILIRESESSsEENEE (2%
it ) Ry ET A o BB 13 THAY N AHERT o 2% a s A S R R AR
TSR B A (20 R - AEES IR BN EERZLS -

b) correspondent institution means the bank or MVTS provider which processes and/or
executes transactions for customers of the respondent institution or MV TS provider the
account of which is used to process and/or execute the transaction of its customer. The
correspondent institution generally does not have direct business relationships with the
customers of the respondent institution, unless it provides payable-through-account services
(see paragraph 21 below). Those respondents’ customers may be individuals, corporations

® FATF 5l -

The SWIFT RMA is a messaging capability enabling SWIFT members to exchange messages over the network
and can create a non-customer relationship in particular cases of cash management, custody, trade finance,
exchange of messages with payments and securities markets infrastructure entities, e.g., exchanges depositories

° SWIFT RMA $2{EREEIELHARE - AT SWIFT & BB BLERs ciafE » Bl fEsEas - (R - E 56
& SEREAHA G R T S AR iR (BIANS B PR E i) SRR MEE T I IEE FRiA -
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b)

d)

or financial services firms.”® In addition to the processing of third-party payments, a
correspondent institution may also provide other services to the respondent institution, such
as trade-finance related services, cash clearing, liquidity management and short-term
borrowing, foreign exchange or investment in a particular currency,

HHLEPIF TR R LA E P Ra i K S S5 5 Y SRT TE SR B B (B E R 5

XEE o BRIRP AN EE SRR PR SR E BRI - IR
PRESBUEIEIR SRS (SRELUTSE 21 ) Fb - BZstikiiny & = il o i B R R
{5 o ZETHBIE EOTRERE A ~ SEASERIRS AT  ° BT REE =R
PR AT e st AR - PIE B R R IR ~ R - REhE®
B RHIERK  SNEAR S B E R E SN -

respondent institution means the financial institution that is the direct customer of the
correspondent institution,

ZAL IR Ry BB B P RAS -

money or value transfer service (MVTS) refers to financial services that involve the
acceptance of cash, cheques, other monetary instruments or other means of stored value and
the payment of a corresponding sum in cash or other form to a beneficiary by means of a
communication, message, transfer, or through a clearing network to which the MVTS
provider belongs. Transactions performed by such service providers can involve one or
more intermediaries and a final payment to a third party, and may include new payment
methods. Sometimes these services have ties to particular geographic regions and are
described using a variety of specific terms, including hawala, hundi, and fei-chen.*
EFEECIFIEFAAFIR S (MVTS) (54508 Rz i ~ 352 ~ &M S TR s HE At
I ETEA SRR - HIRGARE S E RSN - SR - RS SEEEESER
PSRBT ERYE RS - DI s At T 2 S A HHIERY ARG 2N - S8 sH{ES
IR Z) nIRE ) S — (BB TR EERs - IAE R &L T =77 - thA]
RE ROHTE 2 U774 » IEHAR A S Bl e s i e E H VIR S - HLARERYAA
St > A1FE hawala ~ hundi F1 fei-chen o ™

MVTS providers “offer similar services” as correspondent institutions when they act as
intermediaries for other MVTS providers or where an MV TS provider is accessing banking
or similar services through the account of another MVVTS customer of the bank,

MVTS ¥t E T Al i s B B IR B SR T /A e - BE B EM s EE
BEEIR R PAESRTTHVIR P BUS SR TR B BB DR - % S8 (B ([EAE RS S )
" PR BRI DAY AR | -

10

10

11
11

12

This definition is generally in line with the definition of correspondent bank set out of page 24 of the Basel
Committee on Banking Supervision guidance on Sound management of risks related to money laundering and
financing of terrorism, which has been extended for the purposes of this guidance to also include MVVTS which
are providing financial services as intermediaries in the same way that a correspondent bank would.
IERACEB I TREZ B GRS TR B T FmE EPE5 5] 56 24 HREFRAEAE
[ > FBR TR EARTET 095 5 M R (AR - gy ABUEMESRIT R H T SRR A Ery MVTS -

This definition can be found in the Glossary to the FATF Recommendations.

HJFE FATF Z75 s RIREI L ES -
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A.
A.

14.

e) from the Glossary of the FATF Recommendations, the definitions of competent authorities,"
and financial institutions.”

e) TERY FomiE" EFS|IFHE FATF Z% -

IDENTIFYING THE RISKS — THE INTERPLAY OF
RECOMMENDATIONS 10 AND 13

PradEEE — ZE=R5 10 B 13 TRV AR

DUE DILIGENCE ON THE RESPONDENT INSTITUTION
FEELLIE

The requirements of both FATF Recommendations 10 and 13 must be met in all cases before

cross-border correspondent banking services may be provided to a respondent institution. FATF
Recommendation 13 requires additional measures to be applied to cross-border correspondent banking
relationships, in addition to performing the CDD and enhanced due diligence (EDD) measures in FATF

12

12

13

13

Competent authorities refers to all public authorities with designated responsibilities for combating money
laundering and/or terrorist financing. In particular, this includes the FIU; the authorities that have the function of
investigating and/or prosecuting money laundering, associated predicate offences and terrorist financing, and
seizing/freezing and confiscating criminal assets; authorities receiving reports on cross-border transportation of
currency & BNIs; and authorities that have AML/CFT supervisory or monitoring responsibilities aimed at
ensuring compliance by financial institutions and DNFBPs with AML/CFT requirements. SRBs are not to be
regarded as competent authorities.

FEARIE T AYHE E BRI TRIESE R BRI A A B P IRE - BRI A B S RS L
H2Es8 - MHEARTEILTR - BRNEE RSN IREE SR 88 K SUESTRERVIRER » 2 HFSiE
DA ME RSO AL v R S R T AR DU R HECR e RS RS ELE IE 2 JE R RS s BIESFIHI%E
$8 FTRERGHE M AAP RS fTRER G BV o BB AN TE R -

Financial institutions means any natural or legal person who conducts as a business one or more of the following
activities or operations for or on behalf of a customer: 1. Acceptance of deposits and other repayable funds from
the public; 2. Lending; 3. Financial leasing; 4. Money or value transfer services; 5. Issuing and managing means
of payment (e.g. credit and debit cards, cheques, traveller's cheques, money orders and bankers' drafts, electronic
money); 6. Financial guarantees and commitments; 7. Trading in: (a) money market instruments (cheques, bills,
certificates of deposit, derivatives etc.); (b) foreign exchange; (c) exchange, interest rate and index instruments;
(d) transferable securities; () commodity futures trading. 8. Participation in securities issues and the provision of
financial services related to such issues; 9. Individual and collective portfolio management; 10. Safekeeping and
administration of cash or liquid securities on behalf of other persons; 11. Otherwise investing, administering or
managing funds or money on behalf of other persons; 12. Underwriting and placement of life insurance and other
investment related insurance; 13. Money and currency changing.

A RIR I B S A R PR E PR B LT — IR S U E B EFEAE T E AABGEN © L.
Pz R FO M TR & 5 2650 SRIETHE © 4. S8 © 5. 8T R EHES A T A (fila
EHFR - FIRFR 35 - RT3 B - SMTAR - E7EN) ) 6 BIEMEIRE 7.8 () B
B THR (5 Z8 - EFE - ITAEMERTR ) (b) SME ; (o) PR - A%~ F5HTA 5 (d) 7
EAERS (6) MBS EE - 8 2HAERFHT - DRI EZ S TARBAYRIE AR © 9(E 5=
EREHGER ) 10 B AIRE K EBEHR SEORBINRE ST © 1L Bt AEEASRE ~ (REBEH S 120K
SHAIC B A\ Firbe R H A B ROl 1338 BLR gD 524
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Recommendation 10 for high risk customers.™* Such additional measures are appropriate because
cross-border correspondent banking relationships are seen to be inherently higher risk than domestic
correspondent customer relationships. Consequently, simplified CDD measures are never appropriate in
the cross-border correspondent banking context, when activities described in para. 13 (a) are conducted.
14. fRft s Ml sRIT IR B a Zea s Al P HEE 5 B2 55 10 B 13 THHYZK <R K FATF
EERES 10 H s s FETE P EE RN E FEE (EDD) s - FATF g6 13 THE %
RSB SR TR A IR LA 5 - IS et U EBIMENE - IR B A1 P PR SR T
REFFAELL - P BB TR B AR AE _E B AR SRVERR - R - H TS 13(a) TR &S -
LRy = 28 & 0 e S A P P B P R T -

15. Although additional CDD measures always apply to cross-border correspondent banking
relationships as described above, correspondent banking relationships may be diverse in nature and
therefore some may be higher risk than others. Financial institutions should therefore recognise the degree
of risk of different types correspondent banking activity, including in activities considered as higher risks,
as described in para. 13 (a).

15. AR > BRINAZE FE B R R S S M SR TAE AR BA (4 - 281 > A PEESRT TR (7
b2 > EUFREE 13(a) AT R AR RS E -

16. Correspondent institutions, in assessing the risks of their respondent must ensure that the
assessment is sufficiently robust to consider all the relevant risk factors. By doing so, the different levels
of inherent risks are clearly understood and appropriate controls applied to each, ensuring the effective
management of these risks. Accordingly, the extent to which additional measures should be applied will
vary on a case-by-case basis, depending on the level or type of residual risk, including the measures the
respondent institution has implemented to mitigate its own ML/TF risks. Factors to consider in assessing
correspondent banking risks could include for instance the respondent institution’s jurisdiction, the
products/services it offers and its customer base. It is not possible to develop a conclusive list of types of
higher risk relationships for several reasons. First, there is no exhaustive list of risk factors that could be
used to identify such relationships that would apply equally to all relationships. Second, both relevant risk
factors and applicable risk mitigation measures must be considered together to form an accurate and
comprehensive picture of the risks. For these reasons, any effort to define what constitutes a higher risk
relationship could have the unintended consequence of encouraging rather than discouraging de-risking by
promoting a more rules-based and tick-the-box approach to risk management. The risk factors included in
the Annex Il of the BCBS Guidelines on Sound management of risks related to money laundering and
financing of terrorism™ are examples of factors which correspondent institutions can use when assessing
the risks of their correspondent banking relationships.

16. TS E ST Zr b bR IR - FESThEE R4 s THh e LURZE FTA R RN - e
FEAB LR TS A R AR S R AR - DU 25 B B U i - FEOR A U B © FHLL
RO IR - ARSI E B 2 (T AR A SR R bR AR FE B - W AR(EFEEEE - B st

¥ For information on cases in which enhanced CDD measures are required, refer to the Interpretive Note for FATF

Recommendation 10, paragraph 20.
Y AR RAZEEREL CDD S L2 EER - SR FATF EEES 10 1H55 20 B -

% para7.
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T8 Rl R EE B R b PR EUHIFRHE - SPA5EPEsRT TR bat - 5 BRI R Bt
LRSI~ AR AV A A ERTS DU R PR o AR DU NEL - AR AR Y
— otV S B (AOE B - BT I — O sEANBEE Y e DN 22075 B AT ARt = T e e % - B¢
[F YA (5 o FL > AR FEAH B b DR 22 A R SREVAY (R TR B > A T et
JRBREI S NI - (LA R S B R bR (RS RN ZR AT I35 77 Al rTRE N R Bl S e AR A
g HARIA L) (tick-the-box) HYJ57% > Mit-FERZIMEEI& (MIERILE) KRR - BCBS
(B I P TR R T T IE N PSS 51 WSk 11 Ry Jo e DR 2 4 A - (LR
FERFAL Ho B SRT T (2 JE i 275 -

17. When entering into a business relationship, as a first step, the correspondent institution should
identify and verify the identity of the respondent institution, using reliable, independent source documents,
data or information (Recommendation 10 (a)). It should also identify and take reasonable measures to
verify the identity of the beneficial owner(s), such that the correspondent institution is satisfied that it
knows who the beneficial owner(s) of the respondent institution is/are. In order to do that, the
correspondent institution should also understand the ownership and control structure of the respondent
institution.® The information about the ownership and control structure includes conducting verification
enabling the correspondent institution to be satisfied that the respondent institution is not a shell bank.*’
17. BTSRRI (R PR T 50y 35 — (R 2 (L B B AR Y T S S BRI &R
PR 2 st RE N 5y (SR 10()7H) - IR R EPRR R S E R e B E 2 A
5oy > HEERIBHEE TR EE 25 A - il - AIET R FERR fR 2t Fa RE B %S
1. FratEB RISt E N RS - BB E R N R RR T Y -

18. Additionally, the correspondent institution should gather sufficient information to understand the
purpose and intended nature of the correspondent banking relationship with the respondent institution.*®
This includes understanding what types of customers the respondent institution intends to service through
the correspondent banking relationship and how it will offer services (e.g. through nested relationships as
noted in para. 21), including the expected activity level, the transaction volume and value, the nature of
the planned transactions and the extent to which any of these are assessed as high risk by the respondent
institution.

16 FATF Recommendation 10, sub-paragraph 4(a) and (b)

6 FATF 23655 10 T8 » 55 4(a) & (b) 2K -

7 EATF Recommendation 13 prohibits financial institutions from entering into correspondent banking relationships

with shell banks. The Glossary to the FATF Recommendations defines the term shell bank to mean a bank that has
no physical presence in the country in which it is incorporated and licensed, and which is unaffiliated with a
regulated financial group that is subject to effective consolidated supervision. Physical presence means
meaningful mind and management located within a country. The existence simply of a local agent or low level
staff does not in itself constitute physical presence.

Y FATF s 13 TEAE - SRR 12 R R TR TSR T DB (R (5 « 1k FATF EZaiase R Ess > 28R
ARG RIEE B SZ AR ER 23 - HRBZ A& I R SR E B 2 A (A RkAIRT - &
FEEZBIHRIETE R E R E A B RS EE T - HEEEMEAHMEER AR - THENERE
I -

FATF Recommendation 10, sub-paragraph 4(c).
' FATF E55 10 JHE 4(c) 2 -

18
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18. BESh - AR S e A EN, - IR HLEA e SR el Ay A D SR TRE (R B (T H B :
B o R TE S T T AR M SR TRA (RS R P DA THR RS
5 (BIATE A 21 T AR E R ( [Nested Relationship] ) -GS THIARYEEN AR ~ 2 5 &5
R~ S Gt &S - DURATI S TR st s Ry = BB T -

19. The correspondent institution should also gather sufficient information and determine from
publicly available information the reputation of the respondent institution and the quality of its supervision,
including whether (and when) it has been subject to a ML/TF investigation or regulatory action.*®

19. APERE R E R R AT ER - WARIR AR & AE Zestitmsny it i BB e - B
MESTBIE S (RAas) 8 SO TS B A SR B B T8 -

20. In addition, the correspondent institution should assess the respondent institution’s AML/CFT
controls.”® In practice, such an assessment should involve reviewing the respondent institution’s
AML/CFT systems and controls framework. The assessment should include confirming that the
respondent institution’s AML/CFT controls are subject to independent audit (which could be external or
internal). A more detailed/in-depth review should be conducted for higher risk relationships, possibly
including reviewing the independent audit, interview of compliance officers, a third party review and
potentially an onsite visit.

20. BEAN > PR R ERTAE Za TR IV B8 F T e e - B0 1 Db P57
TR BRI R EE TR A TS S BRI - SV N S E A Y ZEa T Y [ e 58
ST SRR R N B S MR TLAERX « B R i = A R (A B A T S SR AR A 6
B E S ~ SIECEIEEE  BIBE =T USRS &S -

21. The correspondent institution should also understand how the respondent institution will be
offering services available through the correspondent banking relationship to its customers and assess the
nature and level of risk associated with offering arrangements. There are several possible arrangements for
offering services, e.g.

21. FAVET R IR i e R A A AR A PR SR TRR AR IR e R P - (RIS R EAR R 4
'GEERARAE - AJREZEHR T ¢

m by establishing correspondent accounts to which the respondent institution’s financial
institution customers do not have direct access, but instead transact indirectly through the
account via payment instructions delivered to the respondent institution;

m  FEIHEIEIRS - (HLatisny R P A B HIRE » 2 EE N EN S
aZ Rt - IR P RS -

9 EATF Recommendation 13, sub-paragraph (a).

¥ FATF 3555 13 55 (a) 7K
% FATF Recommendation 13, sub-paragraph (b). One of the tools that could be used as a starting point is the
Wolfsberg questionnaire

X FATF E5E 13 THEE (b) sKAT{s F R B e R S i & e B ) A& T A -
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by establishing nested relationships® (i.e. downstream banking) which require that:

BEILHCER R * (AT HARITER ) - HBAGREEK

v

the correspondent institution is duly informed about the existence of such relationships
and the operations/transactions of the customers of the nested institutions, that the
locations in which the nested institutions conduct business are transparent to, and
understood by, the correspondent institution, and the respondent is transparent in
formatting payment instruction so all involved parties are included for monitoring and
screening purposes;

PERERE T IR L R E R (R A LU R BRI & = 2 (E 5 - {IRE
PRS2 S R PR B I AN Ry PR R - H Rt (I E maIAS
TARBFER] - A & TA tH R & 55 A\ DR BE P2E B 28

the correspondent institution has measures in place to detect potential, undisclosed
nested relationships provided by the respondent and takes appropriate follow-up action
when a respondent does not disclose the existence of a nested relationship;

AEMERRE B A R i U H A RSt AR BRI B E I E R (7 - WAERFEE
O BR R ERRAIYIFAERT - PREUE S HYE M |

the correspondent institution understands the respondent’s control framework with
respect to those relationships. Such review should take into account the implementation
of appropriate controls to address the underlying risks posed by these relationships (for
instance, if the transaction monitoring procedures are comprehensive of the relevant
factors, whether they are based on manual transaction reviews and the accuracy of the
automated ones, whether the institution has the resources to conduct such reviews,
etc.);

ARSI AR TR LR E R G BV AERE o Bl i ES R AUHE
EHERITE I - DURERER %o AR (F14 - 552 2B 0T
T AR R ~ B R S DA TR B RavE e « RS2 WA
HITIRAEERES )

by establishing payable-through accounts? which can also be offered provided that the
correspondent institution identifies risks associated with the relationship and applies

21 “Nested correspondent banking refers to the use of a bank’s correspondent relationship by a number of

21

22

© 2016

respondent banks through their relationships with the bank’s direct respondent bank to conduct transactions and
obtain access to other financial services.” (footnote 43 in Annex II of the BCBS Guidelines on Sound
management of risks related to money laundering and financing of terrorism)

"R E PR (5 2 R Tt R TR B B I S SR T E B RA (% A R SR THY I IERR AT T 50 5 B
SH M BRI o (BCBS {#&rf f#EH07 T8GRI R T 2 mbw & 2755 Misk Il GERT 43)

Payable-through-accounts (pass-by accounts) are correspondent accounts that are used directly by third parties to
transact business on their own behalf (INR 13). They are used by foreign financial institutions to give their
customers access to the domestic banking system. This enables the foreign bank’s customers to write checks and
make deposits at a bank in the jurisdiction like any other accountholder (in effect, giving customers of respondent
banks access to more services).

17
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enhanced controls to monitor transaction activity that are commensurate with the identified
risks. The correspondent should have policies, procedures and processes in place to enable
it to identify the ultimate user of the account and needs to be satisfied that the respondent
institution has conducted sufficient CDD on the customers having direct access to the
account of the correspondent institution, has appropriate controls in place to identify and
monitor the transactions conducted by those customers and is able to provide relevant,
individual CDD information upon request to the correspondent institution.?®

BHIL A8 2 > il B R (L SR RO DR SR TRA (A BB - 400 mT SR iz J e
MEBTIGRZERE T - R 2R Z0EE) - TR iR iR P RS - imiET e
EAER] - EFFEURAE » DIHECRREPESRIR PR R » DA TS E L H i
{5 P B PERIIR P Y P TE P EE - BEeE VIS - IR B 2R A
HEIR S BREMCEIEMRESI TR IT I E R P Fa g = -
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23
23

18

IR (Pass-by Account) 3555 =77 R HT T2 1M EL A2 FIAVAEIEIR = (INR 13) SN e Rl idw Al
PSR = fR Bt HE 5 6 B A $RTT 2 48R - 2t —2K » SMBIERITHYZE P RERERIFTA AR S RA A
— BRI S NI (B LRERRS IR TR PG E SR ) -

FATF Recommendation 13, sub-paragraph (e).

FATF %

139 () -
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B. DEVELOPING AN UNDERSTANDING OF THE RESPONDENT INSTITUTION’S
BUSINESS
B. S e S
22. The correspondent institution should also gather sufficient information to understand the nature

of the respondent institution’s business in line with the risks identified.* This means that correspondent
institutions are required to understand the target markets and customer segments that are served by their
respondent (as outlined in para. 18) as part of their assessment of risks. Understanding the business profile
of the respondent institution requires the correspondent to consider all relevant risk factors® (e.g.
developing a general overview of the respondent institution’s products and services and customer base,
including nested relationships; countries and markets in which it operates; transactions in which it engages
on behalf of its customer base and delivery channels it uses).” This includes verification by the
correspz)7ondent institution that the respondent institution does not permit its accounts to be used by shell
banks.

22. EPEMTERE 7T AR AR YRR E e s O s 1 - BForiBlE
TEERF A Zen iy B AR5 AR P EE (A28 18 TEFTAL ) » WG DALIE R b bty —&h 7y -
TR ORI EETS o R BT R ERIN R © (Pl i R s L Y
Fenn ~ IRIBEZ SR - BRI ER(% - EEFTERE TS - /HEZFEEEINR SR8 - IR IE
) P o BRANNOITEEEERE T UM E B AR A S E A EIRE ¥ -

% FATF Recommendation 13, sub-paragraph (a).

2 FATF B35 1310 (a) K-

% In the context of a correspondent banking relationship, the correspondent institution’s customer is the respondent

institution.

2 IESRTHEAAB G T o BRI E F R T TR -

% FATF Interpretive Note to Recommendation 10, paragraph 15.

% PATF 2555 10 15 » 55 15 Fosrfe -

2" FATF Recommendation 13, second paragraph.

? FATF 55 1378 552 f -
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V. VERIFYING RESPONDENT INSTITUTIONS’ INFORMATION, AND
ASSESSING/DOCUMENTING HIGHER RISKS

V. ERSREtIMERVERN - SHE ok YRR

23. When establishing new correspondent banking relationships, the correspondent institution may
obtain information required by Recommendations 10 and 13 directly from the respondent institution.
However, as noted in para. 17 above, this information needs to be verified in order to meet the
requirements of those Recommendations.

23. Liﬁﬁﬂﬁ@[é&' TRARIT - PRI n (LR TR UG R 10 K 13 THEDRAYEER - 24
M0 - QAL 17 TERrAL - ARG A R DART & R 55 10 K¢ 13 THAYEK -

24. Examples of potential reliable, independent sources of information for the verification of identity
of natural persons, legal persons and arrangements include: corporate registries, registries maintained by
competent authorities on the creation or licencing of respondent institutions, registries of beneficial
ownership and other examples mentioned in the BCBS General Guide on Account Opening.”®

24. 7%%?2 BN ~ A NBGAR RS S E &R - % &RV E ] SE L AR AL &
BRI - FETERAAEER N 2R L NG R 2 BRI ~ BB 2 AN B R » f BCBS —fikfH
485 I%%?UE@%W a

25. Some examples of potential sources of information on level of risks include, but are not limited
to: the AML/CFT laws and regulations of the home country or the host country where the respondent
institution is doing business and how they apply, public databases of legal decisions and/or regulatory or
enforcement actions, annual reports that have been filed with a stock exchange, country assessment reports
or other information published by international bodies which measure compliance and address ML/TF
risks (including the FATF, FSRBs, BCBS, IMF and World Bank), lists issued by the FATF in the context
of its International Cooperation Review Group process, reputable newspapers, journals or other open
source electronic media, third party databases, national or supranational risk assessments, information
from the respondent institution’s management and compliance officer(s) and public information from the
regulator and supervisor.

25. HRAEZENENATRETE (EARRK) DUTARIR © ZatisRATE ErG 25 a8) 2 R0
EIE’JBE%UEE%/ FTEERVARBUHE (N am B EE M) - AREEHII R BEE A
TTEINABERIE - MEEFL SR ER - EIR SRS SETE EIEE e BRIt e
BEEZ.B St (BLFE FATF ~ EEEERS ~ BCBS ~ IMF RITHSRERTT) HIARAYEHM R - FATF FEEE
IR E TR N S A4 B BB E RN - BT BB ORI B 1A ~ 55 =7 &R
B BB o SR b AL R ~ Zeabiites e I e B g £ B FR LAV &R DU B E B ERARRA Y 2

FAEEN

26. Where the correspondent institution has identified a higher risk correspondent banking
relationship, it should apply enhanced measures that are in line with the risks associated to that

% Annex 4, General Guide to Account Opening, pages 29 to 39 of the Basel Committee on Banking Supervision
guidance on Sound management of risks related to money laundering and financing of terrorism (February 2016).

? ORI TEEZ B2l BT R a2 T R S 55 29 % 39 B ik 4 —fEBHF
{651 (2016 522 H ) -
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relationship. For example, in some circumstances, closer interaction (conference phones or face-to-face
meetings) with the respondent institution’s management and compliance officer(s) may be appropriate.

26.  EPEMIES IR BA RS E R (E h PR TRA AN - FEERHUALR B (A & Ay s hs i -
Bian > FEFREEAEICT - AT RE TR Bt E B IE RN A S B E EEHCE S VI 8 (EEahekim
[EIEEIDE

217. Where correspondent institutions are permitted to rely on other banks (that may already have a
correspondent relationship with the respondent institution), they should ensure that a copy of the CDD
information relied on will be made available upon request without delay, be satisfied they can obtain
supporting documentation, be satisfied the bank being relied on is regulated and has measures in place that
are reliable.”® The ultimate responsibility for implementing AML/CFT measures remains with the
correspondent institution.

27. B VE R I 15 M vl DUE B M SR T( T RE LA Z AR s B LB PSR TR (RIS T )
JERECRATHE I BRI RE T ARG r] SRV PR & &R ~ BUSHEss s - DU TEW S B I B
FSEAIENE *° o BARIIEEE TR R A TR ME FH B A 3 -

28. In all cases, the correspondent institution should obtain approval from senior management before
establishing new cross-border correspondent relationships, as required by FATF Recommendation 13.%

8. FHACEREEIT - R RS S AT AR (1 - JEfk FATF e 13
R SR BRI R -

V. MANAGING THE RISKS

V.  EEER

A. ONGOING DUE DILIGENCE ON THE RESPONDENT INSTITUTION

A. RENTEMEZEFEE

29. Correspondent institutions are required to conduct ongoing due diligence of the correspondent

banking relationship, including periodical reviews of the CDD information on the respondent institution.
This is to ensure that such information is kept up-to-date in line with the risks associated with the
relationship.®* The process of managing ML/TF risk in the relationship should be ongoing, and applied to
existing relationships as well as new ones. The frequency with which periodic reviews are undertaken will
depend on the level of risk associated with the respondent institution. Where such reviews reveal changes
in the respondent institution, the correspondent institution should consider whether it should adjust its risk

% EATF Recommendation 17.
® FATF s 17 18 -

30
30

Sub-paragraph (c).
B -

31 FATF Interpretive Note to Recommendation 10, paragraph 23.

31 EATF E%%% 10 IE ’ % 23 -FEEI*% °
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assessment of the respondent institution and what further information may be needed to support this
adjustment. Potential obstacles may relate to how data protection and privacy laws are applied.*

29. T SR SR TR B (R R T2 PR L U EE Rt E FEEER
a0 BLHEHE T RECR % 2 P A B R R A RO IR AR B b — 50 ™ - AR SRR 88
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B. ONGOING TRANSACTION MONITORING
B. IR 5

30. In line with Recommendation 10, ongoing monitoring of the correspondent banking account
activity has to be conducted for compliance with targeted financial sanctions and to detect any changes in
the respondent institution’s transaction pattern or activity that may indicate unusual activity, or any
potential deviations from the correspondent relationship. Depending on the risks associated with the
correspondent banking relationship, various monitoring techniques and tools can be used. Correspondent
institutions should put in place and periodically review risk-based procedures specifying the applicable
monitoring techniques and the criteria triggering their adoption. While deciding the type and extent of the
monitoring technique, correspondent institutions should take into consideration the respondent’s past
behaviour in the course of the correspondent relationship, in particular any failures to satisfy previous
requests for information. In higher risk scenarios for example, real-time monitoring of transactions can
take place to ensure that controls are effective in detecting any unusual activity that may be occurring in
the account, with a view to analysing it and reporting any suspicious transactions.

30. RS 10 THEORFF ARSI TIEARIR = - HEORIEAE H AR eRtbIF - W2tk
B SHEABEE S S BRI NA A ZEAEE) » 3026 nselREEAEIR T KR (% - (mE
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& - B fE Rk s R (R mRERING B A 5 ORI 38 AR AR P N YA =SS - WA
&R AT SEL S -

% The FATF is currently developing best practices on information sharing (enterprise-wide, between financial
institutions not part of the same group, and between public and private authorities).
% FATF HRTTEAPBIRETALZES (BEN - BB SBR[ > DR ATLEIIZ ) -
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C. ONGOING MONITORING AND THE INTERPLAY WITH RECOMMENDATIONS 6, 7
AND 16
C. FRERE D R BERSE 6~ 7 e 16 THIVAH A 4 -
31. Correspondent banking relationships should always be subject to on-going monitoring. They

may also be subject to targeted monitoring depending on any unique risk factors, e.g. high suspicious
activity report filing, payment flows inconsistent with stated purpose of account. The level and nature of
transaction monitoring will vary, depending on the risks and the nature of the correspondent banking
services being provided. For example, if the main purpose of the correspondent banking relationship is to
process cross-border wire transfers®® on behalf of the respondent institution’s customers, the focus of
account monitoring could be how well the respondent institution is implementing sanctions screening and
its requirements under FATF Recommendations 6, 7 and 16. In such cases, particular areas of interest
could include information on the respondent institution’s mechanisms for screening transactions lacking
required originator and beneficiary information in a manner that is consistent with straight-through
processing,® its risk-based policies and procedures for determining how to handle such transactions, its
systems for sanctions screening,® and its procedures and systems for clearing false positives.*

3L FEFF B R P BRAT AR (5 o AT B PR Ry (AnT i ] Py e e 1 252 11 3678 DR SRA T 0 2Rl (i
TSP MERR T - BIAIfR S nT S EEh s - SRBR P E VR ARV RO R  BafZenyie s
G R LS B PSR TR AR S M E T A AT A IE] » B4 - 25 PSR T AR BR (A £ S H AVAER B
ZrtB A PRI BRI ¥ 0 IR P X A Al B s A 8 2 B S T B
A2 - DLk FATF 5858 6 ~ 7 Je 16 JHETHIFAL BET AV EOK - R S (EZE PR R EE LI M AE
R - TR LI S EIBIEERET - s DS R B2 3 N SR AS 5 ] TR BRI B
3 ZEETHERE FH DU A0 o] R B LS S U B R I BARE T © T T G R A S >
Ko ZE SRS FR A B s iR A2 P B -

3 As defined in Recommendation 16.

¥ EFEH FATF EE 16 1 -
% FATF Interpretive Note to Recommendation 16, paragraphs 17 and 18.

¥ PATF 35 16 TH5 17 K% 18 Eisrfe -

% FATF Recommendations 6 and 7 requires financial institutions to freeze the funds of persons and entities

designated by, or under the authority of, the United Nations Security Council or designated by countries pursuant

to resolution 1373 (2001), and prohibits financial institutions from making funds available to such designated

persons and entities.

® PATF B85 6 - 7 THER SRt IS RIS Bl 2 B S @ S HAHE T - SRS Bl IE 1373 5
X (2001) ZHETE » ARESE NBUEHERYE S - WA E SRR AL A e E 2 (8 A\ BL4H S -

This does not relieve the correspondent institution of the obligation to have procedures in place to identify the
missing originator and beneficiary information.

(RTINS bR R R B = Y PR B K NN T R E AR R 357

36
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D. ONGOING MONITORING AND REQUEST FOR INFORMATION ABOUT
TRANSACTIONS

D. FHEEEEIEOR FEER

32. Where the monitoring system of the correspondent institution flags a transaction which could
signal unusual activity, the correspondent institution should have internal processes to further review the
activity, which may involve requesting transaction information of the respondent institution in order to
clarify the situation and possibly clear the alert. This request for additional information should be targeted
on the specific transaction which created an alert in the system, and could include, depending on the risk
level of the transaction, a request to access information about the customer of the respondent institution as
a means to get a proper understanding of the reasonableness of the transaction. This does not amount to a
requirement to conduct CDD on the customer of the respondent. In practice, the correspondent institution
will follow up with the respondent institution after the transaction is completed by making a request for
information on that particular transaction(s) (RFI). Subsequently, the correspondent institution should also
review its control systems in order to detect similar transactions. Such questions may include some, but
not necessarily all, of the following:

32. EIEEEN R AR —E SR A S EISENR S - BRI RS N R
A AR GE) > 1 H ATRe A ZORZS IR B S &N DUERR IR - T TREHUHER » WZH
FHME RN E LB RIVRFER S A RE ZOR R ARSI NE N > B o B R YA > Al REZKEY
St PRV IS ARG B - AT A SR B Rt s T & P A -
T5.L o EEREEE R D e R B ZR TR - EORHR 2L HIHRIERR (RFD) - JEMERERS
PEE AR R 28 - DIEHEAMEDIR S - EREE e eiELl MHE » A iaEE)

m  Duration of customer “X” relationship with the respondent institution and whether the
respondent institution classifies the customer as a high risk customer.

n KPP TX BRG] - DUREFSE R SRR PR Ry e
B o

m  Purpose of the account(s) maintained by customer “X” (business, personal, other).

m FZETX ) EREIRE AR TR (B2 - (EA ~ HAfD -

m  Details of customer’s “X” parent company and the name(s) of the beneficial owner(s).

m ZF X BAERETE R B 2w A AR e -

m  Source of the funds of customer “X”.

m EF X ESAE -

m  Consistency between the transactional history in the account profile of customer “X”, and
his KYC data, or with any other information available to the bank.

m BFTX IRFHEEHRZELERE KYC EREERT AN EMERE S 2 -

m  Rationale of the transaction between customers “X” and a counterparty.

m FZE X BE SRS SN -

m  Nature of the relationship between customers “X” and a counterparty.

m FZE X BEE SR RAVIEE -

m  Possible affiliation of customers “X” with a third-party.

m FZE X BEE =TT REIIEE R (4 -
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m  Additional details regarding the goods/services being exchanged by the customers “X”’and
third-parties that are not found directly in the payment details of the transaction that may
explain it.

n CHRER "X BE=TRGNEY) I o FRGERBIRZ R S TSN - H
AR B R & 3% ST YR &R -

m  If possible, location of customer or third-party as originator/beneficiary and/or,

m CHARE > BREE RIS Z S =T HIFTAE RS - KB

m  Status of the bank account of customer “X” (opened/closed).

m BF X HETRSIRE (FEFRERAD -

33. Where the correspondent institution requests further information on a transaction from the
respondent, it expects the respondent to respond in a timely fashion and provide documents/information to
the level of detail requested. Where that does not happen, it may trigger concerns that the respondent is
unable to manage its risks and lead to the filing of a suspicious transaction report by the correspondent
institution. A request for information could be followed by a reassessment of the respondent’s business and
risk profile where/when necessary.

33. BB TR 2t B PR AL r A S s BT Zeat A i Rt S F [ - W FR & 2
SKAREREA S &R - S ZE A T S HH S I RE RSB MER RIS L 2ot s i R B e
MR AT B o ZORRMEEE - MR g iR EEIGHE Rt e G R e & -

E. CLEAR TERMS GOVERNING THE CORRESPONDENT BANKING RELATIONSHIP
E. DA B AR PR SRA T 2R B 4

34. One way for correspondent institutions to manage their risks more effectively from the outset is
to enter into a written agreement with the respondent institution before correspondent services are
provided. This is consistent with FATF Recommendation 13 that requires a clear understanding of the
respective responsibilities of each institution.*” The content of the agreement should include how the
correspondent institution will monitor the relationship to ascertain how effectively the respondent
institution is applying CDD measures to its customers, and implementing AML/CFT controls.

34. fRftmlE R T AR AR AT E t R S T R W A %Y e B A e E E b ry—fE
J7ik o BLJTRE FATF Bass 13 TEMIRT - S TiRE A S I IE B TRIBIVET Y - A%
N FEBFE BB B R IR R LI PTE P RETHIESE FTEER
PRI AR -

35. Such an agreement could also specify the products and services to be provided under the
correspondent banking relationship, the respondent institution’s responsibilities concerning compliance
with AML/CFT requirements, permitted third-party usage of the correspondent account and applicable
internal controls to these situations, any potential restrictions that the correspondent institution may want
to place on the use of the correspondent account (e.g. limiting transaction types, volumes, etc.), conditions
regarding the requests for information on particular transactions, especially in the case of “payable

%7 Sub-paragraph (d).
O (d) &
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through accounts” relationships, and cases and procedures for terminating or limiting a business
relationship. Contractual details would vary depending on the circumstances including the nature of the
correspondent banking relationship and the level of risk.

35. ERE ATUE LR TRA (5 TR At nE R - TRt D e T
BERVREHIERFS  FUaTeh = 7 IR P DU ST L RS C R AU P B2 ~ am bt ie 7y S ¥ i
CEMR P HYEE R INRE AT T RERR G (PIAIIRGIEC SRR - XA EFEE) - sIERTER SR E
ANEIRAE CRPpIESRE TEEIRE ) 2828 » DURESTREIRFIEB R RAIEEBR - S4I4NETR
TESIME - EAEEME R TRA (A M E B fR A -

36. Written agreements also have the advantage of documenting the intended purpose and use of
correspondent banking relationships, which may have the added benefit of allowing the correspondent
institution to demonstrate to its regulator some of the steps it has taken to understand the risks presented
by its correspondent relationships.

36. = H G S (B RRAE R R TSR TRAGRAYTEE H HVEL AR - PR A n S L E i
B4 ) B R 56 BH R o i T A DR SIRA 7 By g

F. ONGOING COMMUNICATION AND DIALOGUE
F. Frigsim s
37. Correspondent banking relationships are, by their nature, based on mutual trust between the

correspondent and the respondent institutions, particularly that the AML/CFT controls are being
effectively implemented by the respondent institution. Consequently, it is important for correspondent
institutions to maintain an ongoing and open dialogue with the respondent institution(s), including helping
them understand the correspondent’s AML/CFT policy and expectations, and when needed, engaging with
them to improve their AML/CFT controls and processes. Such communication supports the monitoring
requirement by helping to flag new and emerging risks and better understand existing ones, clear up in a
timely manner any incidents that may arise during the course of the business relationship, strengthen risk
mitigation measures, and resolve any issues that may arise concerning the exchange of information. This
process can also assist in building the capacity of respondent institutions. It can also help to avoid
unnecessary restriction on or termination of a relationship without a thorough assessment of the risks
associated with the specific customer (rather than the class of customers) in line with the RBA (i.e.
avoiding de-risking).*® It can also prevent a “cascade” effect, where respondent institutions close their

% «Regulators and supervisors should also ensure that financial institutions are taking a risk-based approach to

implementing AML/CFT measures, without prejudice to rules-based measures such as targeted financial
sanctions. Implementation by financial institutions should be aimed at managing (not avoiding) risks. What is not
in line with the FATF standards is the wholesale cutting loose of entire countries and classes of customer, without
taking into account, seriously and comprehensively, their level of money laundering and terrorist financing risk
and applicable risk mitigation measures for those countries and for customers within a particular sector” (FATF
Takes Action to Tackle De-risking, FATF public statement of October 2015).

% T B B BT A BRI O b B R PR BB B BB 7 R TR 7R 88, TR LB » TSR hA sl M A o
Biran B AR - (LA E IR S Ei Bt — i P 2SR MRS BRI & B
73T EBBARE - DURCGE R Sk BUR 80 P S b b (R B - AINTT & FATF BOPERE | (FATE SRIUE
S5 1k g - FATF 2015 4 10 H AR )
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(highest risk) client accounts as a way to reduce their own corporate risk profile and maintain the
relationships with their own correspondent institutions.

37. PSR TRE R LM B (AR T A M M A e s e AR A A EL (S (AR | - e B fn e sty
EHRE TS FTRE R - At - S Bt R i T SR (E SR &
B o EUFE R B RO IR R A LA R D e 88 TR BRI S - W AR B R bR L [E]
ZHPHESE T BT RIBURAR o 15 LR A B PR S A2 A R e < Th R H A B
FIRF RIS B (B TP AT RESE AR AR S50 ~ SR Bl (REBRAVIEHE - DRI AT RESR AV AT
R - MRS EORAYH Y - IERIE N R Rt IsnIaE )T - S e REERER
F (IR EFRNE R ) e TemEbERrbmT - BIEEA LA RFI G K B (A LSS RBA
SRR (R L EbR ) * - a2 iEaEkece Mgy | MU (Cascade Effect) LR Z UMM R TR
ECAFERIEBERTEER (RS ) ZPHIRE - DIER EE R R (5 -

38. It is also important that regulators and supervisors maintain an open dialogue with correspondent
institutions to clarify regulatory/supervisory expectations regarding the management of risks associated
with foreign correspondent banking relationships.

38. [FEfREERAYE - BaE AR R BB IS R F S50 > DARIR S NE AL SR TR (5 2 A
fofl LB i LA e A -

G. ADJUSTING THE MITIGATION MEASURES TO THE EVOLUTION OF RISKS
G. R o i 8 M A PRI B e B S22

39. As noted above, correspondent banking relationships are very diverse in nature and therefore
covering a large range of high risk levels. The level and nature of risk may fluctuate over the course of any
relationship and adjustments should be made in the correspondent institution’s risk management strategy
to reflect these changes. This is why ongoing monitoring, including periodic reviews, is important, so that
the correspondent institution is aware of when the level/nature of residual risk (i.e. the risk remaining after
a financial institution’s AML/CFT control framework is applied to a particular situation) changes.

39. BRI - PSR TR AAVIEEIRE 2Tt - 1 Hodas SN FRR R R - AR {ERA
HAERET - ERRIVIZE B E AT RE S AR 8L BUBPET RS e R i T RIS DU S S £e 88 | - 32
BT R TEFF AR (EREEHES) WILEEAER - A nls th S e R e E s (Rl
R RES TR E BT TR A8 T B A R R TR e Ry B ) (IR AR AR IS RS
b e

40. Correspondent institutions should have policies and procedures in place tailored to the different
categories of higher risk respondent relationships, and the appropriate risk mitigation required or available
to retain the relationship by using enhanced due diligence. If higher risks are encountered which are not
mitigated by existing enhanced due diligence, the correspondent institution should use this process to
further enhance the assessment of the relationship and risk mitigation applied to the account. The objective
should be to determine whether the inherent risk level is justified and if so what further, more enhanced,
measures can be applied. For example, if the respondent is affected by negative news regarding its
beneficial owners, the correspondent institutions could decide to limit services to such a bank.

40. DRI 1 3 b = Y 25 A A P SR TR 2B A e R A B P - AR (L DAY
JEBsFE i - DANGRE 2 e s b sRT 2R (& - A B E 8% = A R sy i - 8
R AR s (5 P L AR PSR S 2R B SRAT (2R BEARBAUIR P YRR B T - B AVIEAE R T E [E A
AR TS n] e I S P » E AT AR E #E— D BRECE 5= bHIHE I » B0 - E&atidie
FIARMHEEE 2w NEEHEARE IR o] e IREERZ SR T YIRS -
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41. The FATF Recommendations do require customer relationships to be terminated where identified
risks cannot be managed in line with the risk-based approach.*® However, the other options offered by
Recommendation 10 should be explored prior to termination (such as refusing to conduct the transaction,
and/or filing a suspicious transaction report). Alternatively, a limitation of services or restriction of
individual products/transactions can be considered in order to provide the possibility for clarification or
remediation by the respondent institution, before the decision to terminate activity is taken. In any event,
correspondent institutions should clearly communicate their concerns to respondent institutions, at senior
management level, and inform them of their concerns and the measures needed to address these concerns
as a condition to maintain the correspondent banking relationship. Depending on the concerns,
correspondent institutions should also consider giving notice periods to respondents, allowing them to find
alternatives.

41. AR MR R PR A B R - FATF 2RI PR » - 2ATT > 434k
FIERRTTEFSS 10 TR LAy HAEETH (PIATESRIETTRC S » R/ BRI AIREL s ) - BB A%
Jre SR i Ak A% B SR Al o, 22 5 » DMBEAE R E SR LSBT - PRt B B AT RE M -
AERAEETIEI T - RN E & B AR T I L BT S5 B PR A IE
5o DURAE R4 im SR T 1 SR A A R (Y SRR EEFE T - 1RRRE N SHYARE - AR TR ES S
&G T RFIEARE o SRR TR R R TR -

VI, ADDITIONAL GUIDANCE FOR FINANCIAL INSTITUTIONS WHICH
HAVE MVTS CUSTOMERS

VI.  $tHEEFREESEERERSREZMTES

42. As part of their normal CDD processes, financial institutions are required to understand the
purpose and nature of the intended business relationship.”® This means that, in practice, where the
customer is an MVTS provider, the financial institution should understand whether the MVVTS provider
intends to use the account for its own corporate or settlement purposes, or whether it intends to use the
account to provide correspondent services to its own customers (i.e. the MVTS will be acting as a
correspondent institution for its own customers).

42. RbEG T E L SRR AT - JERRARERZ R BRI (R HVBIEE - WD E R — & =&
R4 © - thEbEsR - EEB L BEEFBEEEMEREEY  SRlErERRe
FE(EEMEIRGEEE ST ERIRE AN EE CAFSHNEER R 82 & ERBIRF A
HE FEESR TR RS (tEE s s E SIS e £ A Py mbERRS ) -

43. Where the MVTS provider offers correspondent services for its own customers through its

account, the correspondent institution should consider all of the factors listed above in Sections 111, 1V and
V, on a case-by-case basis, in terms of identifying the risks, verifying information, and establishing

% FATF Recommendation 10, 7™ paragraph.

* FATF EEi 10 TS 7 RS -

0 FATF Recommendation 10, paragraph 4(c).

O PATF @735 10 THES 4 () 2K -
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appropriate risk mitigation measures. In particular, there is no obligation triggered by the FATF
Recommendations to a financial institution to apply CDD measures to the customers of the MVTS.

43. G EEBE SRR AR EIRF IR E C& P s s TR - mE e iR
=58 B N~ WV RV BB ANER - DU - Baseiat - DURHIE 3 U]y e e e
{EFEH - ZRFHIFR LY - PATF ZPR 0K 0 R ¥ H 5 g8 BB (E IR 5 SR B & P ER LR
FEEE R -

44, To facilitate its own risk management, a correspondent institution could consider encouraging or
requiring MVTS customers to open one account for conducting their own corporate or settlement activities,
and another separate account for providing correspondent banking services on behalf of their customers.
This procedure may facilitate effective monitoring of these two activities commensurate with the different
types of risk that they present. Separate accounts may also be considered for higher risk activities or
higher risk customers and nested or downstream relationships to ensure an appropriate level of
transparency and effective monitoring.

44. ERERE R T EEVE TS - 1] R SR B K & B E (AR RS SR A R 1L (E P R
NERFEGEERRIRS - A& SN — AR B EHE & PR AR TR IR HIR = -
IEEAR e A R I AR s 0w ek 5 8 S R A (5] PR - st T B R < AR A2 « TR U b=
HYEENEE P AR R E S TR - =5 R 0 BIBE LN [EIRYIR = - DURECRIE DJRY 22 BH AR
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45, Banks should flag unusual movements of funds and transactions conducted by their MVTS
customers so that such funds or transactions are scrutinised in a timely manner and a determination made
as to whether they could be suspicious. If they are suspicious, banks should file a STR.

45. RITIEA N e i s EESEIR R BN S EENBIEAR S - RIS E S
DTSR - WHEE S G R A SEE Y © 45 5 » IRTIER TS UARBE A E -

46. In considering the risks and appropriate risk mitigation measures, it is also important to note that
MVTS providers are financial institutions under the FATF Recommendations** and are subject to the full
range of AML/CFT preventive measures in FATF Recommendations 9 to 23 applicable to MVTS
providers. Countries are also required to ensure that MVVTS providers are supervised and monitored in line
with FATF Recommendations 14 and 26. Correspondent institutions should take into consideration the
manner in which these measures are implemented, in order to understand what their MVTS customers’
obligations are and how they are supervised. Countries are also encouraged to communicate their MVTS
supervisory policies and approaches to promote a shared understanding of what is expected from
correspondent institutions and from MVTS with respect to risk management and mitigation processes.
Given the important role that MVTS providers play in facilitating financial inclusion, banks are
encouraged to work closely with their MVTS customers to ensure that they understand the banks’ risk
management objectives and strategies for establishing and maintaining controls to ensure effective ML/TF
risk monitoring and identification. The same general processes outlined in Part \V above should be
considered in this regard, particularly section G.

46. & & B e AE VR PR S i - BT BB R EIR SR S FATF & HN
SRt FLER FATF 2555 9 &8 23 TR A 1A 4 88 i ([ RS HAR 75 26 4 11 51 AML/CFT

"1 See the definition of MVTS providers in the Glossary of the FATF Recommendations.
® SRl FATF @ikl MVTS fRUMEHBES -
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This guidance explains the FATF’s requirements in the context of correspondent banking
services. In particular, it clarifies that the FATF Recommendations do not require
correspondent financial institutions to conduct customer due diligence on each individual
customer of their respondent institutions’ customers. The guidance also highlights that not
all correspondent banking relationships carry the same level of money laundering or
terrorist financing risks, hence the enhanced due diligence measures have to be
commensurate to the degree of risks identified.

AR5 358 FATF A REEE SR TARISHVER - A5 RFRIRRAT FATF R0 R SR 8 B il
P Rt = PR THR FEE - M55 [T - WIRFTA MR T 2B A
ARYEMR EIRZRERY RSB A RS - (RIEL - JI5R% 35 A M B B ey P A2 FEAR &

The FATF developed this guidance with input from the private sector, and in collaboration
with other interested international bodies, including the Financial Stability Board (FSB).
The guidance should be read in conjunction with earlier FATF guidance and reports, as
indicated in the guidance itself.
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