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Anti Money Laundering
(“AML”) law

Article 1

Definitions

Terms shall mean the following corresponding
meanings:

Money- Laundering: any actual or
attempted act aimed at concealing or
camouflaging the nature of illegally or
illegimitely earned property to make it look
as proceeds from legal sources.

Property: shall mean any kind of assets and
property, whether material or immaterial,
movable or immovable, and legal
documents and instruments which prove the
ownership of the assets or any right attached
thereto.

Proceeds: shall mean any funds generated
or earned directly or indirectly from money-
laundering offences subject to sanctions
hereunder.

Instrumentalities: shall mean anything used
or was meant to be used in anyway in
committing a crime subject to sanctions
hereunder.

Financial and Non- Financial Institutions:
any establishment in the kingdom engaged
in any one or more financial, commercial or
economic activity such as banks, money-
exchangers, investment companies,
insurance companies, commercial

/1




companies, establishments, professional
firms or any other similar activities set
forth in the Implementation Rules.

6. Transaction: shall mean any action
involving money, property or cash or in
kind proceeds, including but not limited to:
Deposits withdrawals, transfer, selling,
buying, loaning, safekeeping or the like.

7. Criminal activities: shall mean any activity
sanctioned by Shariaa or law including the
financing of terrorism, terrorist acts and
terrorist organizations.

8. Attachment: shall mean the provisional ban
on transferring, exchanging, disposing with
or moving funds and proceeds or attaching
same pursuant to an order by a court or a
competent authority.

9. Confiscation: shall mean the expropriation
of funds, proceeds or instrumentalities used
in the crime pursuant to a ruling by a
competent court.

10. Supervisory  Authorities:  shall mean
government authorities that have the power
to license, supervise and/ or oversee
Financial and Non- Financial Institutions.

11. Competent Authorities: shall mean all
government authorities that are authorized
to combat money laundering each within its
own jurisdiction.




Article 2

Anyone who commits any of the following actions
shall be deemed a perpetrator of a money-
laundering crime:

a. Conducting any transaction involving
property or proceeds with the know that
such property or proceeds came as a result
of a criminal activity or from an illegal or
illegitimate source.

b. Carrying, earning, using, keeping, receiving
or transferring any property or proceeds
with the know that such property or
proceeds came as a result of a criminal
activity or from an illegal or illegitimate
source.

c. Concealing or camouflaging the nature,
movement, source, ownership or place and
method of disposition with property or
proceeds with the know that such property
or proceeds came as a result of a criminal
activity or from an illegal or illegimite
source.

d. Financing terrorism, terrorist acts and
terrorist organizations.

e. Participating by way of agreement,
assistance, incitement, advice, counsel,
facilitation, collaboration, covering or
attempt in committing a crime listed
hereunder.

Article 3

Chairmen or members of the Board of Directors of
Financial and Non- Financial Institutions, their
owners, employees, authorized representatives,
auditors or anyone acting in such capacity shall he
deemed a perpetrator of a money- laundering
offence if he commits or participates in any of the
acts defined in article (2) thereof, with no prejudice
to the criminal liability of the Financial and Non-
Financial Institutions for such offences if
committed in their name or to their account.




Article 4

Financial and Non- Financial Institutions may not
carry out any financial, commercial or similar
operations under anonymous or fictitious names.
They must verify the identity of the client, on the
basis of official documents, at the start of dealing
with such client or upon concluding commercial
transactions therewith in person or in proxy. They
must further verify the official documents of
juristic person that indicate the name of the entity,
its address, name of its owners, managing directors
and other data stated in the Implementation Rules.

Article 5

Financial and Non- Financial Institutions must
maintain, for at least ten years from the data of
concluding the operation or closing of the account,
all records and documents that explain the
financial, commercial and monetary transactions,
whether local or foreign, the files of commercial
accounts and correspondence and copies of the IDs.

Article 6

Financial and Non- Financial Institutions must have
in place internal precautionary and supervisory
measures to detect and foil any of the offences
stated herein, and comply with all instructions
issued by the concerned supervisory authorities
in this area.

Article 7

Upon gathering sufficient indications and evidence
regarding complex unusual large or suspicious




transactions or operations related to money
laundering, terrorist acts and terrorist organizations,
Financial and Non- Financial Institutions must take
the following measures:

a. Inform the Financial Intelligence Unit
(“FIU”) immediately as provided for in
Article (11) of this Rigulation.

c. Prepare and submit to the FIU a detailed
report including all available data and
information on the parties involved therein.

Article 8

As an exception to the confidentiality provisions
that normally apply, Financial and Non-Financial
Institutions must provide the judicial or concerned
authorities  with  documents, records and
information in accordance with applicable
regulations when requested.

Article 9

Financial and Non- Financial Institutions, their
employees and other parties subject to these
Regulations shall not alert or permit to alert clients
or alert other related parties about suspicions
regarding their activities.

Article 10

Financial and Non- Financial Iinstitutions must
develop programs to combat money- laundering,
covering, as a minimum, the following:

a. Developing and implementing policies,
plans, procedures and internal controls,
including the appointment of qualified
employees at the level of senior
management to implement same.

b. Developing internal accounting and
auditing  systems to supervise the

(
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availability of basic requirements to combat
money- laundering.

c. Developing ongoing training programs for
specialized employees to keep them
informed about new technologies in
combating money- laundering and to
upgrade their activities to identify such
operations, their patterns and the method of
combating them.

Article 11

A Financial Intelligence Unit shall be formed to
combat money- laundering and to be responsible
for receiving and analyzing reports and prepare
reports on suspicious operations from all Financial
and  Non- Financial Institutions. The
Implementation Rules of these Regulations shall
define the location of its head office, its structure,
its powers and the method of exercising its duties
and connections.

Article 12

Upon confirming the suspicion, the FIU may order
Financial and Non- Financial Institutions and direct
the concerned authorities to attach properties,
proceeds and instrumentalities committed in
money- laundering for a period not exceeding 20
days. If further extension is needed, the order must
come from the competent court.

Article 13

Under article (8) of these Regulations, information
disclosed by Financial and Non- Financial
Institutions may be shared with the concerned
authorities if such information is connected with a
violation of these Regulations. The concerned
authorities should observe the confidentiality of
such information and disclose it only to the extent it
may be necessary for the investigations or judicial
actions

related to the violation of the provisions hereof.




Article 14

The Implementation Rules shall define the rules
and procedures for the amounts of cash and
precious metals that are permitted to be carried in
or out of kingdom and are subject to declaration.

Article 15

If the confiscation of properties, proceeds or
instrumentalities is ordered by court and if the
order does not call for the destruction of such
items, the concerned authorities may dispose with
such items pursuant to applicable regulations. Or
could be shared with concerned foreign authorities
that are connected with the kingdom through valid
agreements or conventions.

Article 16

The perpetrator of a money- laundering offence
under article (2) hereof shall be subject to a jail
penalty up to ten years and a financial fine up to SR
5,000,000 or to either punishment and the
confiscation of the property, proceeds and
instrumentalities connected with the crime. If such
property and proceeds are combined with property
generated from legitimate sources, such property
shall be subject to confiscation pro rata with the
estimated value of the illegitimate proceeds.

The competent court may relieve the owner,
possessor or user of such property or proceeds if he
reports to the authorities, before their knowledge,
about the confiscated property, the proceeds and
the identity of the accomplices without benefiting
from the income of such property.




Article 17

The perpetrator of a money- laundering offence
shall be subject either to a jail penalty up to less
than 15 years and a financial fine up to less than SR
7,000,000 if the offence takes place under the
following circumstances:

a. Involvement in a crime committed by an
organized gang with which the perpetrator
is affiliated

b. If violence or arms are used in the crime

c. If the perpetrator was a public servant and
the crime is connected with such position,
or if the perpetrator used his influence and
powers in the crime

d. In case minors were lured or exploited

e. If the offence was committed through a
reform, charitable or educational institution
or through a social service facility.

f. If the perpetrator was subject to previous
local or foreign sanctions, specifically for
similar offences.

Article 18

With no prejudice to other regulations, any
chairman or member of board of directors of
Financial and Non- Financial Institutions, their
owners, managers, employees, authorized
representatives or anyone acting in such capacity
shall be subject either to a jail penalty up to 2 years
or a fine up to SR 500,000 if he violates any of the
obligations stated in articles 4,5,6,7,8,9 and 10
hereof.

The penalties apply to anyone who practices the
activity without a license

Article 19

Financial and Non- Financial Institutions that




violate the provisions of articles 2-3 hereof may, by
a court ruling based on an action by the concerned
authorities, be subject to a fine ranging from SR
100,000 up to the value of property involved in the
offence.

Article 20

Anyone violating any provision not stated hereof
shall be subject to a jail penalty up to six months
and a fine up to SR 100,000 or to either
punishment.

Article 21

The proceedings and sanctions provided for herein
shall not apply to those acting
in good faith.

International Cooperation
Article 22

As an exception to the confidentiality provisions
that normally apply, disclosed information by
Financial and Non-Financial Institutions could be
shared with concerned foreign authorities that are
connected with the Kingdom through wvalid
agreements or conventions, or on the basis of
reciprocity according to defined legal procedure.

Article 23

The judiciary may, pursuant to a request by a court
or concerned authority in a foreign country
connected with the kingdom through a wvalid
agreement or convention on the basis of
reciprocity, order the tracking of property, proceeds
or instrumentalities connected with money-
laundering in accordance with Saudi applicable
regulations.

The concerned authority, upon a request from a
concerned authority in a foreign country connected




with the kingdom through ratified agreements or on
the basis of reciprocity may order the tracking of
property, proceeds and instrumentalities connected
with money- laundering in accordance with Saudi
applicable regulations.

Article 24

Any court ruling, providing for the confiscation of
property, proceeds or instrumentalities connected
with money laundering, issued by a competent
court in a foreign country connected with the
kingdom through a valid agreement or convention,
or on the basis of reciprocity, may be recognized by

the kingdom if the property, proceeds or
instrumentalities covered by the court ruling are
subject to confiscation under Saudi applicable law.

General Provisions
Article 25

Chairmen and members of board of directors of
Financial and Non- Financial Institutions, their
owners, employees, servants or authorized
representatives, shall be relieved from criminal,
civil or administrative liability that may be caused
by performing the duties provided for herein or by
violating the provisions of confidentiality, unless it
is established that they acted in bad faith to hurt the
involved person.

Article 26

Public courts shall have jurisdiction over all
offences provided for herein.

Article27

The General Prosecution and Investigation




Authority shall investigate and prosecute crimes
provided for in this Regulation before General
Courts.

Article 28

The Ministry of Interior, in agreement with the
Minister of Finance and National Economy, shall
issue the Implementation Rules for these
Regulations within ninty (90) days from the date of
its promulgation.

Article 29

These Regulations shall be published in the Official
Gazette and shall become effective three months
thereafter.
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1. Introduction

1.1 Saudi Arabia Initiatives

The past few years have seen rapid and far-reaching
developments in the international financial sector involving a
comprehensive and coordinated fight against money
laundering and terrorist financing. Consequently, the Kingdom
of Saudi Arabia has adopted a variety of initiatives involving
legislative and other measures that are responsive to
international developments. Some of these initiatives adopted
by Saudi Arabia are listed below:

1.1.1 International Level

e Saudi Arabia signed and ratified the United Nations
Convention on lllicit Traffic of Narcotic Drugs &
Psychotropic Substances (1988, Vienna).

* Saudi Arabia has signed and ratified the International
Convention for the Suppression of the Financing of
Terrorism (1999, New York).

e Saudi Arabia has signed and ratified the United Nations
Convention against Transnational Organized Crime
(2000, Palermo).

e Saudi Arabia has implemented all relevant United
Nations Security Council (UNSC) Resolutions, such as
Resolutions # 1267 (1999), 1333 (2000), 1373 (2001).

e Saudi Arabia is a member country of the Gulf
Cooperation Council (GCC), which is a full member of
the Financial Action Task Force (FATF).

. In September 2003, Saudi Arabia completed the
Mutual Evaluation by a team of FATF assessors, based
on the 40+8 FATF Recommendations and was one of
the first countries evaluated under this new methodology.
The result of this evaluation was discussed in February
2004 Plenary Meeting in Paris and was highly positive.

1.1.2 Regional & Group Level

* At a convention held in April 1998, Saudi Arabia signed
and ratified the Arab Anti-Terrorism Agreement under the
auspices of the Arab League.

* In July 1999, Saudi Arabia signed and ratified the
Organization of Islamic Conference (OIC) Agreement for
the suppression of international terrorism.

* In May 2004, Saudi Arabia signed and ratified the GCC
Anti-Terrorism Security Agreement.

e Saudi Arabia is a founding member of the Middle East-
North Africa FATF (MENA-FATF), which was created in
November 2004 with the purpose of promoting and
implementing international AML/CTF standards in the
region, and adopting the FATF 40+9 Recommendations
on Anti-Money Laundering and Combating Terrorist
Financing.
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1.1.3 National Level

e Saudi Arabia enacted the Anti-Money Laundering Law
and Bylaws, under the Royal Decree # M/39 dated
25/6/1424H, ratifying the Council of Ministers Decision #
167 dated 20/6/1424H, providing a statutory basis for
criminalizing money laundering and terrorist financing
activities.

* In accordance with the Saudi AML Law Article 11, the
Saudi Arabia Financial Intelligence Unit (SAFIU) was
established under the control of the Ministry of Interior,
as the central authority for receiving and analyzing
suspicious transaction reports relating to money
laundering and terrorist financing activities.

e Saudi Arabia has set up two National Permanent
Committees from different Ministries and Government
Agencies, including SAMA, to respectively deal with
money laundering and terrorist financing issues in the
Kingdom.

/1

1.2 SAMA Initiatives

Since its inception in 1952, the Saudi Arabian Monetary
Agency (SAMA) has been issuing various directives to banks
and money exchangers relating to establishing customers’
identity and other information, observing necessary due
diligence when dealing with customers, record keeping of
relevant documents and records as well as reporting of
suspicious transactions to the competent authorities. These
directives have since been put together into the following
major regulatory manuals:

1.2.1  AML/CTF Regulations

In November 1995, SAMA issued its first set of guidelines
relating to AML activities to all banks operating in Saudi
Arabia. Consequently, in recognition of the international and
legal supervisory efforts to combat the spread of money
laundering, And terrorist financing SAMA further updated the
initial 1995 AML Guidelines and in May 2003, issued a more
extensive set of “Rules Governing Anti-Money Laundering &
Combating Terrorist Financing”.

The First Update issued in May 2003 provided a substantial
improvement to the initial regulations and also included
regulations relating to combating terrorist financing. It
provided basic measures and actions to be taken to prevent,
detect, control and report money laundering and terrorist
financing activities. Since then, in its continued efforts to
further improve and refine the regulations, and to keep
abreast with the developing trends locally, regionally and
globally, SAMA has issued this Second Update.

Banks and money exchangers are required to make these
regulations an integral part of their systems and procedures
aimed at controlling, detecting, preventing, and reporting such
activities. In this regard, SAMA intends to verify the
implementation of these rules by banks and money
exchangers operating in Saudi Arabia through SAMA’s on-
site inspections, receipt of regular compliance reports and
certification by external auditors.

1.2.2  Account Opening Regulations for Banks

In May 2002, SAMA issued its first set of "Rules Governing
Opening of Bank Accounts & General Operational
Guidelines". The new rules, in addition to consolidating all the
previous SAMA circulars on the subject, were significantly
improved with new requirements to facilitate implementation
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and conform to the best international banking practices in line
with the Basel Committee principles. The rules outlined the
standard requirements applicable to all banks to serve as a
regulatory instrument to strengthen internal controls with
regards to opening and operation of bank accounts
maintained by customers, with a view of protecting the
banking industry against illegal financial activities.

In order to keep abreast with the ongoing developments and
to provide more explanation and clarification to the issues
raised by local banks, the initial rules were further enhanced
in the First Update released in April 2003. The Second
Update of the rules was issued by SAMA in February 2007,
and the thered Update on December 2008. SAMA is
continuously reviewing and updating the Account Opening
regulations and will be issuing new updates to banks and
money exchangers in future.

1.2.3  Other Relevant Regulations

SAMA has also issued a number of other regulations in
support of its efforts to combat money laundering, terrorist
financing and other financial crime activities. Therefore, these
AML/CTF Rules should be read in conjunction with the
following documents issued by SAMA, in addition to the AML
Law and Bylaws issued by the Saudi Government:

e Guidelines for Combating Embezzlement & Fraudulent
Transactions,(second issue) in August 2008

e Qualification Requirements for Appointment to Senior
Positions in Banks, issued in April 2005

e Guidelines for Banks in Saudi Arabia for Organizing Audit
Committees, issued in July 1996

e Internal Control Guidelines for Banks Operating in the
Kingdom, issued in December 1989

e Other relevant SAMA Regulatory Circulars, issued on
various dates

1.3 Objectives

The core objectives of SAMA in issuing these regulations are
as follows:

1. To ensure banks and money exchangers in Saudi Arabia
comply with the Saudi AML Law & Bylaws.

2. To help banks and money exchangers operating in Saudi
Arabia to comply with the Banking Control Act, AML Law,
SAMA Regulations, and all relevant United Nations
Security Council Resolutions.

3. To implement policies, standards, procedures and
systems for the prevention, detection, control and
reporting of money laundering and terrorist financing
activities in accordance with the Basel Committee
Principles and the FATF 40+9 Recommendations on
AML/CTF.

4. To protect banks and money exchangers operating in
Saudi Arabia from being exploited as channels for
passing illegal transactions arising from money
laundering, terrorist financing and any other financial
criminal activities.

5. To maintain, enhance and protect the credibility, integrity
and reputation of the Saudi Arabian banking and financial
systems.

6. To provide security and appropriate degree of protection
for costumers.
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1.4 General Developments & Trends

By all accounts, worldwide money laundering activities,
particularly those related to drugs, now constitute a multi-
billion dollar business annually. It is inconceivable and
unlikely that such large amounts of money can be stored or
moved without the cooperation or willing participation of many
international financial institutions and banking systems. In
many quarters, money laundering is considered a serious
threat to the integrity of many international banks and even
banking systems.

Money laundering has become a widespread phenomenon
involving highly sophisticated techniques to penetrate
different banking systems. This has led lawmakers, law
enforcement agencies and supervisory authorities in many
countries to cooperate, locally and internationally, to combat
this phenomenon. In this respect, the FATF was created and
has carried out extensive work and issued 40+9
Recommendations to counter the spread of money laundering
and terrorist financing.

The techniques used by money launderers constantly evolve
to match the sources and volume of funds to be laundered,
and the legal, regulatory, law enforcement environment of the
market place in which the money launderers operate.

2. Legal Framework & Regulatory
Requirements

2.1 The Saudi AML Law & Bylaws

The Kingdom of Saudi Arabia, in its contributions towards the
international initiatives to combat money laundering and
terrorist financing crimes, has enacted the Anti-Money
Laundering Law in August 2003. The Law criminalizes money
laundering and terrorist financing acts and has created
offenses, responsibilities and penalties for violation, aimed at
preventing these crimes.

The AML Law, through its 29 Articles and the Bylaws, is
applicable to all banks and money exchangers and requires
all financial institutions to have in place adequate policies,
systems, measures and controls in place, relating to customer
identification, know your customer/ due diligence, risk
assessment, monitoring and reporting suspicions, training
and record keeping to deter and prevent money laundering
and terrorist financing acts.

2.2 SAMA — Regulatory & Supervisory Body

The Saudi Arabian Monetary Agency (SAMA), in accordance
with the authority and powers vested on it under the following
relevant Saudi laws, is the legislative body responsible for
exercising regulatory and supervisory control over banks and
money exchangers, issuing general rules and overseeing that
all banks and money exchangers comply and effectively
implement the relevant laws and regulations.

1. The Charter of Saudi Arabian Monetary Agency -—
Articles 1 (c) and 3 (d).

2. The Banking Control Law — Article 16 (3).

3. The Anti-Money Laundering Law — Article 6 and its
Bylaws 6.1 and 6.2.

4. Decision of the Minister of Finance & National Economy
on Regulating Money Changing Business.

SAMA regards the adoption and implementation by all banks
and money exchangers of effective policies, procedures and
controls for the deterrence and prevention of money

()
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laundering, terrorist financing and other financial crimes as
very vital. SAMA expects all banks and money exchangers
and their employees to conduct business in accordance with
these rules and all applicable laws by applying the highest
ethical standards. SAMA will use these rules and other
standards to measure the adequacy of each bank's or money
exchanger's implementation strategies. SAMA will take
appropriate disciplinary measures and actions against banks
and money exchangers for any violations, in accordance with
the Banking Control Law Article 25 (Rules for Enforcing
Provision of the Banking Control Law).

As the regulatory and supervisory body for banks and money
exchangers, SAMA has a duty not only to ensure banks and
money exchangers maintain high KYC standards to protect
their own safety and soundness but also to protect the
integrity of their national banking system. Therefore, SAMA
will exercise the following responsibilities:

1. Monitoring that banks and money exchangers are
applying sound KYC procedures and are sustaining
ethical and professional standards on a continuous basis.

2. Ensuring that appropriate internal controls are in place
and banks and money exchangers are in compliance
with supervisory and regulatory requirements.

3. SAMA examination will include review of bank's and
money exchanger's policies and procedures, customer
files including sampling of some accounts,
documentation related to accounts maintained and the
analysis made to detect unusual or suspicious
transactions.

4. Taking appropriate action against banks or money
exchangers and their officers and employees who
demonstrably fail to follow the required procedures and
regulatory requirements.

2.3 Overseas Branches & Subsidiaries of Saudi Banks
& Money Exchangers

As per the Saudi AML Law Article 3 Bylaw 3.2, these
regulations are also applicable to overseas branches and
subsidiaries of all Saudi banks and money exchangers
operating in the Kingdom. Therefore, banks and money
exchangers should ensure all their foreign branches and
subsidiaries apply the requirements of both the Saudi AML
Law and these Rules.

In addition, banks and money exchangers should ensure the
following:

1. Paying particular attention to their foreign branches and
subsidiaries located in countries that do not or
insufficiently apply FATF Recommendations.

2. Ensuring their foreign branches and subsidiaries apply
higher requirements of either the host country or the ho|
country in case the requirements of the host and ho
countries differ.

3. Informing SAMA when a foreign branch or subsidiary is
unable to observe appropriate AML/ CTF requirements
because it is prohibited by its local laws, regulations or
other measures.
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2.4 Legal Responsibilities of Banks/ Money
Exchangers & Employees

The Saudi AML Law and Bylaws stipulate responsibilities,
offenses, violations and penalties that have direct or indirect

implications to the institution and to its staff personally.

(For full details of the AML Law and Bylaws, refer to
Appendix7- A):

25 Financial Intelligence Unit (FIU)

Information gathering, investigation and analysis processes
are critical elements by the concerned authorities to
effectively combat and prevent money laundering, terrorist
financing and other financial crimes. In response, countries
around the world have created specialized governmental
agencies, known as Financial Intelligence Units, to be the
central office for obtaining such financial information reports.

Similarly, Saudi Arabia, as per Article 11 of the Saudi AML
Law, has given a mandate to form a Financial Intelligence
Unit (SAFIU) to be responsible for receiving, analyzing and
disseminating to competent authorities disclosures of financial
information reports on suspicious activities from financial and
non-financial institutions. SAFIU has been established under
the authority of the Ministry of Interior.

2.6 Cooperation Among Authorities & Banks/
Money Exchangers

Cooperation among banks/ money exchangers and various
competent authorities, in the exchange and sharing of
relevant information, is very vital in the AML/CTF initiatives.
However, such exchange and sharing should be coordinated
and achieved only through SAMA to maintain controlled flow
of confidential information.

2.6.1 Cooperation With Local Authorities

Under Article 13 of the Saudi AML Law, financial institutions
are authorized and required to cooperate and share relevant
information with local competent authorities, such as FIU and
law enforcement authorities, for matters relating to money
laundering, terrorist financing and other financial crimes.
Banks and money exchangers should, therefore, have in
place appropriate policies and procedures, as follows:

1. Establishment of a Money Laundering Control Unit
(MLCU) or a designated Compliance Officer within the
bank or money exchanger, responsible for internal
reporting and informing FIU with a copy to SAMA, when
money laundering or terrorist financing activities are
suspected. (Refer to Rule 4.7.4 of these Rules for details
of MLCU).

2. The manner and method in which the MLCU/ designated
Compliance Officer should contact the authorities and
pass relevant transactional information to them.

3. Where records are to be provided to the authorities,
establishing the form of such records (original or copies)
and the receipt and forms to be used for providing and
receiving information by the MLCU/ designated
Compliance Officer.

4. When information is to be provided verbally to
authorities, establishing the manner and form of such
information.

5. In some instances, depending upon the case, a hew or a
different procedure may need to be developed. For
example, in the event of a large cash transfer, telephone
notification may be quicker than filing a report especially
if immediate decision to prevent the transfer is required.

(

)
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2.6.2 Cooperation Among Banks & Money Exchangers
Operating in the Kingdom

Banks and money exchangers should cooperate locally
through their representatives in the Financial Crimes & Money
Laundering Committee (FCML) for AML/CTF matters. This
should be done through the exchange of information with
banks' and money exchangers' officers, and SAMA, about
cases and transactions that they may discover, or suspect to
be of money laundering or terrorist financing nature as
required by the Saudi AML Law and Bylaws. However, at the
same time they must strictly follow the legal and regulatory
procedures that aim to protect customer confidentiality and
banking secrecy. SAMA guidance should be obtained, if
banks and money exchangers agree to mutually assist or
exchange information pursuant to agreements between them.

2.6.3 International Cooperation

Recognizing the need to cooperate with international
community in the fight and prevention of money laundering,
terrorist financing and other financial crimes, Saudi Arabia
has provided for this provision in the Law subject to agreed
conventions and reciprocity arrangements. In accordance
with Articles 22 and 23 of the Saudi AML Law, which allow
cooperating with international governmental authorities for
cases involving money laundering and terrorist financing, any
sharing of information with a foreign party whether with
another bank (affiliation, branch, correspondent) or a foreign
governmental authority should not be done without the prior
approval of and in coordination with SAMA.

3. Money Laundering & Terrorist
Financing

3.1 Money Laundering

3.11 Definition of Money Laundering

The Saudi AML Law defines money laundering as: any actual
or attempted act aimed at concealing or camouflaging the
nature or illegally or illegitimately earned property to make it
look as proceeds from legal sources. The AML Law - Bylaw
Article 2 states the underlying crimes relating to money
laundering.

FATF defines money laundering as the process by which
proceeds from criminal activities are disguised to conceal
their illegal origin in order to legitimize the ill-gotten gains of
crime.

Criminal activities, such as drug trafficking, illegal arms sales,
smuggling, human trafficking, prostitution, corruption,
embezzlement, and other activities of organized crimes, tend
to generate large amounts of profits for the individuals or
groups carrying out the criminal act. However, by using funds
from such illicit sources, criminals risk drawing the authorities'
attention to the underlying criminal activity and exposing
themselves to criminal prosecution. In order to benefit freely
from the proceeds of their crime, they must therefore conceal
the illicit origin of these funds.

The United Nations Vienna Convention (1988) and the
United Nations Palermo Convention (2000) provisions
describe money laundering as the process by which
proceeds from a criminal activity are disguised to conceal
their illicit origin, and may encompass three distinct,
alternative acts:

1. The conversion or transfer, knowing that such property is
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the proceeds of crime;

2. The concealment or disguise of the true nature, source,
location, disposition, movement or ownership of or rights
with respect to property, knowing that such property is
the proceeds of crime;

3. The acquisition, possession or use of property, knowing,
at the time of the receipt, that such property is the
proceeds of crime.

3.1.2 Processes of Money Laundering

There are three stages of money laundering, explained as
follows:

1. Placement

Placement involves the introduction of illegally obtained funds
into the financial system, usually through banks. This is
achieved through cash deposits, purchase of monetary
instruments for cash, currency exchange, purchase of
security or insurance contract, check cashing services, the
retail economy (through cash purchases), and smuggling of
cash between countries.

2. Layering

The next phase is the layering, which usually consists of a
series of transactions, through conversions and movements
of funds, designed to conceal the origin of the funds. This
may involve sending wire transfers to other banks, purchase
and sale of investments, financial instruments, insurance
contracts, phony investments or trade schemes, and the like.
3. Integration

The last phase is integration, which involves the re-entering of
the funds into the legitimate economy. This is accomplished
through the purchase of assets, securities/ financial assets, or
luxury goods, and investment in real estate or business
ventures.

3.2 Terrorist Financing

3.21 Definition of Terrorist Financing

The Saudi AML Law Article 1.7 defines criminal activity as:
any activity sanctioned by Shariah or law including the
financing of terrorism, terrorist acts and terrorist
organizations. The Bylaw 2.1 of the AML Law Article 2
describes "financing terrorism, terrorists' acts and terrorist
organizations include property that comes from legitimate
sources".

The United Nations 1999 International Convention for the
Suppression of the Financing of Terrorism describes terrorist
financing in the following way:

"Any person commits an offence within the meaning of this
Convention if that person by any means, directly or indirectly,
unlawfully or willfully, provides or collects funds with the
intention that they should be used or in the knowledge that
they are to be used, in full or in part, in order to carry out:

a. An act which constitutes an offence within the scope of
and as defined in one of the treaties listed in the annex.

b. Any other act intended to cause death or serious bodily
injury to a civilian, or to any other person not taking an
active part in the hostilities in a situation of armed
conflict, when the purpose of such act, by nature or
context, is to intimidate a population, or to compel a
government or an international organization to do or to
abstain from doing any act."

Saudi Arabia is committed to all relevant United Nations
Security Council Resolutions directed towards fighting
terrorist financing and has criminalized financing of terrorism,
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terrorist acts and terrorist organizations, under Article 2.d of
the Saudi AML Law.

SAMA requires strict compliance with UN and FATF
directives. If a bank or money exchanger has any reason to
believe that individual, commercial establishment or
organization is, by any means, directly or indirectly, providing
or collecting funds in the knowledge that such funds will be
used for illegal purposes, the bank or money exchanger must
refrain from entering into transactions and must report the
matter to the competent authorities.

3.2.2 Processes of Terrorist Financing

The techniques used to finance terrorism are essentially the
same as those used to conceal the sources and uses of
money laundering, however, the main differences between
the two are that (a) often small amounts are required to
commit individual terrorist acts, making it difficult to track the
terrorist funds; and (b) terrorists can be funded from
legitimately obtained income, making it difficult to identify the
stage at which legitimate funds become terrorist funds.
Terrorists may derive their income from a variety of sources,
often combining both lawful and unlawful funding. The forms
of financing can be categorized into the following types:

1. Financial Support

This funding could be in the form of charitable donations,
community solicitation and other fund raising initiatives, which
may come from entities or individuals.

2. Criminal Activity
This funding is often derived from criminal activities such as
money laundering, fraud and other financial crimes.

3. Legitimate Source

This form of funding may originate from legitimate business
activity, established to fully or partially fund these illegal
activities.

()

0

3.3 Typologies

The various techniques or methods used to launder money or
finance terrorism are generally referred to as typologies. A
typology study is a useful tool to examine in depth a particular
issue of concern with a view to providing insight and
knowledge on emerging threats and how these might be
addressed.

FATF and MENA-FATF regularly issue documents relating to
money laundering and terrorist financing typologies, and
banks and money exchangers should update themselves with
the new typologies applicable to their businesses. The
following are examples of typical typologies relating to money
laundering and terrorist financing:

.(typologies)
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Alternative remittance services (hawala, hundi, etc.):
Informal mechanisms based on networks of trust used to
remit monies. Often work in parallel with the traditional
banking sector but are illegal. Exploited by money .
launderers and terrorist financiers to move value without ) ( )
detection and to obscure the identity of those controlling ’
funds. (
Structuring (smurfing): A method involving numerous
transactions (deposits, withdrawals, transfers), often
various people, high volumes of small transactions and
sometimes numerous accounts to avoid detection
threshold reporting obligations.
Currency exchanges/ cash conversion: Used to assist
with smuggling to another jurisdiction or to exploit low
reporting requirements on currency exchange houses to
minimize risk of detection, e.g., purchasing of travelers
checks to transport value to another jurisdiction. : /
Cash couriers/ currency smuggling: Concealed . /
movement of currency across borders to avoid transaction/
cash reporting measures.
Use of credit cards, checks, etc.: Used as instruments to .
access funds held in a bank, often in another jurisdiction. .

, ( )
Purchase of valuable assets (e.g., real estate, vehicles,
shares, etc.): Criminal proceeds are invested in high-
value negotiable goods to take advantage of reduced
reporting requirements to obscure the source of proceeds ]
of crime. ( )
Use of wire transfers: To electronically transfer
funds between banks and often to another jurisdiction to
avoid detection and confiscation.
Trade-based money laundering: Usually involves invoice
manipulation and uses trade finance routes and
commodities to avoid financial transparency laws and
regulations.
Abuse of non-profit organizations: May be misused to
raise funds for terrorist purpose, obscure the source and
nature of funds and to distribute terrorist finances.
Investment in capital markets: To obscure the source of = ( )
proceeds of crime to purchase negotiable instruments,
often exploiting relatively low reporting requirements.
Mingling (business investment): A key step in money
laundering involves combining proceeds of crime with
legitimate business monies to obscure the source of funds.
Use of shell companies/ corporations: A technique to
obscure the identity of persons controlling funds and
exploit relatively low reporting requirements.
Use of offshore businesses, including trust company
service providers: To obscure the identity of persons
controlling funds and to move monies away from
interdiction by domestic authorities.
Use of nominees, trusts, or third parties, etc: To
obscure the identity of persons controlling illicit funds.
Use of foreign bank accounts: To move funds away from
interdiction by domestic authorities and obscure the
identity of persons controlling illicit funds. «( ) /
Identity fraud/ false identification: Used to obscure
identification of those involved in many methods of money .
laundering and terrorist financing. - ( )
Use professional services (lawyers, accountants,
brokers, etc.): To obscure identity of beneficiaries and the " "
source of llicit funds. May also include corrupt
professionals who offer ‘specialist’ money laundering
services to criminals.
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4, Policies & Standards

4.1 Risk-Based Approach

Banks and money exchangers should adopt a risk-based
approach in designing their Anti-Money Laundering (AML)
and Combating Terrorist Financing (CTF) programs to ensure
that measures used to mitigate money laundering and
terrorist financing are commensurate to the risks identified in
their organizations. This will allow resources to be allocated in
the most efficient ways. Some of the benefits of utilizing risk-
based approach in discharging banks’ or money exchangers'
AML/CTF responsibilities are:

1. Allowing banks and money exchangers to differentiate
between customers risk in a particular business by
focusing on higher threats, thus improving the outcome
of the overall process;

2. While establishing minimum standards, allowing a bank
or money exchanger to apply its own approach to
systems and controls, and arrangements in particular
circumstances, thus allowing more flexibility to adapt as
risks evolve; and

3. Helping to create better management of risks and cost
effective system.

A risk-based approach will serve to balance the burden
placed on individual banks and money exchangers and on
their customers with a realistic assessment of the threat of a
business being used in connection with money laundering or
terrorist financing by focusing effort on areas where it is
needed and has most impact.

Banks and money exchangers may face some challenges
that they need to consider while implementing the risk-based
approach. These challenges should be regarded as offering
opportunities to implement a more effective system in the
fight against money laundering and terrorist financing
activities. Some of these challenges can be summarized as
follows:

1. Risk Assessment Methodology: Identifying appropriate
information to conduct a sound risk analysis and overall
assessment.

2. Judgmental Decisions: Greater needs for more expert
staff capable of making sound judgments regarding risk
identification and evaluation.

3. Transitional Cost: Cost relating to transition from
prescription method to risk based method.

4. Fear Factor: Regulatory response to potential diversity of
practice.

The risk-based approach requires certain actions to be taken
in assessing the most cost effective and proportionate ways
to manage and mitigate the money laundering and terrorist
financing risks faced by a bank. These actions are:

1. Identifying the money laundering and terrorist financing
risks that are relevant to the bank or money exchanger in
order to ensure that the approach is built on sound
foundation, and that the risks are well understood.

2. Assessing the identified risks presented by the bank’s or
money exchanger's particular aspect:

a. Customers;

b. Products and services;

c. Delivery channels;

d. Geographical area of operation.

The weight given to the above risk categories in
assessing the overall risk of potential money laundering
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and terrorist financing may vary from one bank or money
exchanger to another, depending on their respective
circumstances. Consequently, each bank or money
exchanger will have to make its own determination as to
the risk weights.

3. Establishing and implementing controls to mitigate these
assessed risks.

4. Monitoring and improving the effective operation of these
controls.

5. Recording appropriately what has been done and
explaining the reasons and rationale.

4.1.1 Business Risk Assessment

Banks and money exchangers should conduct and document
the above business risk assessment. In particular, banks and
money exchangers should update this assessment on annual
basis, to identify changes in their business environments
(such as organizational structure), its customers, the
jurisdictions with which its customers are connected, its
products and services, and how it delivers those products and
services. Banks and money exchangers must build their
AML/CTF programs based on the conclusions and the
residual risk identified in the business risk assessment. To
achieve an adequate assessment, a bank or money
exchanger should establish that it has considered its
exposure to money laundering and terrorist financing risk by:

1. Covering all risks posed by money laundering and
terrorist financing relating to different businesses within
the bank or money exchanger.

2. Considering organizational factors that may increase the
level of exposure to the risk of money laundering and
terrorist financing, e.g., business volumes and capacity
issues.

3. Considering the nature, scale and complexity of its
business, the diversity of its operations (including
geographical diversity), the volume and size of its
transactions, and the degree of risk associated with each
area of its operation.

4. Considering the type and nature of its customers and
what they do.

5. Considering whether any additional risks are posed by
the jurisdictions with which its customers (including
intermediaries and introducers) are connected. Factors
such as high levels of organized crime, increased
vulnerabilities to corruption and inadequate frameworks
to prevent and detect money laundering and financing of
terrorism will impact the risk posed by relationships
connected with such jurisdictions.

6. Considering the characteristics of the products and
services that the bank or money exchanger offers and
assessing the associated vulnerabilities posed by each
product and service, including delivery methods. For
example:

a. Products such as current accounts are more
vulnerable because they allow payments to be made
to and from third parties, including cash transactions.

b. The use of third parties such as group entities,
introducers and intermediaries to obtain information
about the customer.

c. Pooled relationships with intermediaries are more
vulnerable, because of the anonymity provided by
the co-mingling of assets or funds belonging to
several customers by the intermediary.

d. Conversely, those products that do not permit third
party transfers or where redemption is permitted only
to an account from which the investment is funded
will be less vulnerable.

7. Considering how it establishes and delivers products and
services to its customers. For example, risks are likely to
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be greater whether relationships may be established
remotely (non-face-to-face), or may be controlled
remotely by the customer (straight-through processing of
transactions).

8. Recording, updating and retaining its business risk
assessment.

4.2 AML / CTF Compliance Programs

Article 10 of the Saudi AML Law requires financial institutions
to develop appropriate AML/CTF programs which should
include, as a minimum, the following:

1. Developing and implementing policies, plans, procedures
and internal controls, including the appointment of
qualified employees at the level of senior management to
implement the same.

2. Developing internal accounting and auditing systems to
supervise the availability of basic requirements to combat
money laundering and terrorist financing.

3. Developing ongoing training programs for specialized
employees to keep them informed about new
technologies in combating money laundering and to
upgrade their skills to identify such operations, their
patterns and the method of combating them.

Therefore, banks and money exchangers should prepare
adequate AML/CTF Compliance Program, basically covering
the following elements:

1. Setting out in detail the above elements and the banks'
or money exchangers' plans and strategies for ensuring
compliance with its written policies and procedures to
effectively cover AML/CTF requirements.

2. Including planned reviews and self-assessment
processes to monitor effectiveness of AML/CTF controls.

3. Detailing assigned responsibilities and specific actions to
be taken during the year in addition to any pending
corrective actions based on audits and assessment
reviews.

4. Including appropriate staff awareness and training efforts
for the year.

5. The program should be prepared and reviewed on an
annually basis, to reflect ongoing trends and risks of
money laundering and terrorist financing in order to
ensure its effectiveness.

The program should stipulate appropriately what has been
done and why, in regards to the risk-based approach.
Therefore, each bank or money exchanger should tailor the
program policies and procedures for the AML/CTF to capture
the following:

1. How the bank or money exchanger assesses the threats
and risks of being used in connection with money
laundering or terrorist financing.

2. How the bank or money exchanger implements the
appropriate system and procedures, including due
diligence requirements in the light of its risk assessment.

3. How the bank or money exchanger monitors and
improves the effectiveness of its system and procedures.

4. Reporting process to senior management on the
operation of its control procedures.

Page 17 of 63




SAMA RULES GOVERNING ANTI-MONEY LAUNDERING & COMBATING TERRORIST FINANCING

4.3 Know Your Customer Standards (KYC)

4.3.1 Customer Due Diligence/ Know Your Customer

Customer Due Diligence/ Know Your Customer is intended to
enable a bank or money exchanger to form a reasonable view
that it knows the true identity of each customer and, with an
appropriate degree of confidence, knows the types of
business and transactions the customer is likely to undertake.
Bank’s and money exchanger's procedures should include
measures to:

1. lIdentify and verify the identity of each customer on a
timely basis;

2. Take reasonable risk-based measures to identify and
verify the identity of any beneficial owner;

3. Obtain appropriate additional information to understand
the customer’s circumstances and business, including
the expected nature and level of transactions.

The starting point is for a bank or money exchanger to assess
the risks that the customer may pose taking into consideration
any appropriate risk variables before making a final
determination. Banks and money exchangers should
determine the due diligence requirements appropriate to each
customer, including the following:

1. A standard level of due diligence, to be applied to all
customers.

2. The standard level being reduced in recognized lower
risk scenarios, such as:

a. Publicly listed companies subject to regulatory
disclosure requirements.

b. Other banks or financial institutions (domestic or
foreign) subject to an AML/CTF regime consistent
with the FATF Recommendations.

C. Individuals whose main source of funds is derived
from salary, pension or social benefits from an
identified and appropriate source and where
transactions are commensurate with the source of
funds.

d. Transactions involving small amounts or particular
types of transactions.

3. Simplified CDD measures are not acceptable whenever
there is suspicion of money laundering or terrorist
financing or specific higher risk scenarios apply.

4. Anincreased level of due diligence with respect of those
customers that are determined to be of higher risk. This
may be the result of the customer’s business activity,
ownership structure, anticipated or actual volume or
types of transactions, including those transactions
involving higher risk countries or defined by the
applicable law or regulation as posing higher risk, such
as correspondent banking relationships and politically
exposed persons.

When designing and implementing controls to manage and
mitigate the assessed risks, under the risk-based approach,
banks and money exchangers should include the following
steps:

1. Managing and mitigating the identified and assessed
risks, the bank or money exchanger will develop
measures to verify the customer's identify; collect
additional KYC information about the customer and
monitor the customer’s transactions.

2. Establishing control procedures to:

a. Introducing a customer identification program that
varies the procedure in respect of customer
appropriate to their assessed money laundering
and terrorist financing risks.
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b. Requiring the quality of evidence, documentary/
electronic/ third party assurance to be of certain
standard.

C. Obtaining additional customer information, where
this is appropriate to their assessed money
laundering and terrorist financing risks.

d. Monitoring customer transactions/ activities.

3. Establishing a customer identification program that is
graduated to reflect risk, involving:

a. A standard information database to be held in
respect of all customers.

b. A standard verification requirement for all
customers.

Cc. More extensive due diligence on customer
acceptance for higher risk customers.

d. Limited identity verification measures for specific
lower risk customer/ product combination.

e. An approach to monitor customer activity and
transactions that reflect the risk assessed.

4. Understanding of where the customer's funds and wealth
come from for customers assessed as carrying a higher
risk.

5. Developing monitoring guidelines for higher risk
customers versus lower risk customers.

4.3.2 Customer Identification Process

Article 4 of the Saudi AML Law requires financial institutions
not to carry out any financial, commercial or similar
operations under anonymous or fictitious names. SAMA also
prohibits banks from opening nhumbered accounts. Banks and
money exchangers must verify the identity of the client, on the
basis of official documents, at the start of dealing with such
client or upon concluding commercial transactions therewith
in person or in proxy. Banks and money exchangers must
further verify the official documents of juristic person that
indicate the name of the entity, its address, name of its
owners, managing directors, and other relevant data.

Banks and money exchangers should apply the following
rules, as a minimum, for appropriate customer identification:

1. Establish valid identification by reference to proper,
acceptable official documents in accordance with SAMA
Account Opening Rules.

2. At the outset of the relationship or account, obtain a copy
of the customer identification document and verify them
against the original document.

3. Obtain SAMA approval for opening accounts or
establishing relationships for any non-residents, except
for GCC citizens.

4. Not to establish accounts or relationships for any non
face-to-face customers (refer to SAMA Account Opening
Rules), and subject all accounts to interview and identity
verification.

5. lIdentification is not limited to customers having accounts
with the bank; it should also include those who benefit
from other banking/ financial services, such as credit
cards, express remittances, large transfers/ transactions,
foreign exchange transactions and safe deposit boxes,
and should cover owners, authorized signers, powers-of-
attorney, directors, trustees and partners.

6. Establish a systematic procedure for identifying
customers and not to set up a relationship or process a
transaction until the personal or commercial valid identity
of the individual or legal entity has been established and
satisfactorily verified.

7. Obtain customer personal information, such as name,
address, signature, contact telephone numbers,
occupation, source of funds/ income, and other
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information, depending on the type of customer, as
stated in the SAMA Account Opening Rules.

8. Ask the customer to provide information about any
existing bank accounts or relationships with other local
banks, which should be followed up if suspicions arise.

9. Conduct further due diligence if there are doubts about
the integrity or adequacy of previously obtained customer
identification data, in which case re-verify the identity of
the customer and re-assess the relationship.

10. Not to accept any transactions from walk-in customers,
with the exception of permissible transactions as stated
in the SAMA Account Opening Rules.

11. No new account, business relationship or transaction
should be accepted, and any existing account, business
relationship or transaction should be frozen, where:

a. lIdentity of the customer cannot be verified;

b. Identity of the beneficial owner is not known; and/
or

c. There is a failure to obtain information on the
purpose and intended nature of the business
relationship.

e In case banks or money exchangers identify any of the
above cases, they should immediately report them to
the SAFIU with a copy to SAMA.

433 Beneficial Owners (Natural & Legal)

Banks and money exchangers should establish the beneficial
ownership for all accounts and relationships and should
conduct due diligence on all principal beneficial owners
identified in accordance with the following principles:

1. Natural Persons

When the account or relationship is in the name of an
individual, the bank or money exchanger should determine
whether the client is acting on his/her own behalf. If doubt
exists, the bank will establish the capacity in which and on
whose behalf the customer is acting. ldentity should be
established to the bank's or money exchanger's satisfaction
by reference to official identity documents. Banks and money
exchangers should also ensure that any person purporting to
act on behalf of the customer, is so authorized, and identify
and verify the identity of that person.

2. Legal Persons / Companies

Where the customer is a legal person/ company, the bank or
money exchanger should understand the structure of the
company sufficiently to determine the provider of funds,
principal owners of the shares and those who ultimately own
or have control over the assets, e.g., the directors and those
with the power to give direction to the directors of the
company.

With regards to a joint stock company, the bank or money
exchanger should establish the identity of all shareholders
who own 5% and more of the company's shares. Banks and
money exchangers should obtain documentary evidence of
the legal entity and existence along with the identity of the
beneficial owners including the actual natural persons owning
or controlling the entity.

In all the above cases, if a customer states that he/she is

%
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acting on his/her own, then a declaration to this effect,
whether as a separate document or as a part of the account
opening agreement, should be obtained from the customer,
as follows:

a. For new customers: at the time of opening an account,
establishing a relationship or conducting a significant
transaction;

b. For existing customers: (i) whenever there is a suspicion
that the account, relationship or transaction is being used
for a different or illegal purpose, thus requiring more
information from the customer; or (i) during the
mandatory periodic updation of customer information, as
per SAMA Account Opening Rules.

/

/

():

()

4.3.4  Customer & Transaction Profiling

Banks and money exchangers should have a process in
place to capture sufficient information about customers, and
their anticipated use of their products and services, that will
allow to develop a customer profile of expected activity to
provide a basis for recognizing unusual and higher risk
activities and transactions, which may indicate money
laundering or terrorist financing. The information should be
obtained at the establishment of a relationship or opening of
an account and prepared for all types of relationships,
including accounts and credit cards.

The extent and nature of the information details depend on
the different types of customers (individual, corporation, etc.)
and the different levels of risk resulting from the customer's
relationship with the bank or money exchanger. Higher risk
relationships, accounts and transactions will require greater
scrutiny than lower risk ones.

The information should be kept up-to-date and monitoring of
activity and transactions should be undertaken throughout the
course of the relationship to ensure that the activity or
transaction being conducted is consistent with the bank's or
money exchanger's knowledge of the customer. Customer
Profiles and Transaction Profiles should be reviewed and
updated at least annually, or whenever there is a suspicion of
illegal activities.

1. Customer Profile

A customer profile is a means of collecting detailed
information on a customer or an account/ relationship.
Depending on the type of the customer, profiling will include
basic information such as owners' names (including beneficial
owners), partners, shareholders (except for minor
shareholders of a joint stock company, holding less than 5%),
authorized signers, power of attorney holders, etc.;
customers' addresses including phone numbers, postal and
street/ location address, e-mail, fax, etc.; purpose and the
intended nature of business relationship, information of the
business activities, financial information, capital amount,
source of funds, source of wealth, branches, countries and
products dealing in, etc. At the discretion of the bank or
money exchanger, this could be an automated process.

2. Transaction Profile

A transaction profile should be prepared to capture the
number of transactions expected to be used by a customer,
and the value of transactions for an average month, for each
product and service. Banks and money exchangers should
develop a system using specialized software to provide
automatic preparation of transaction profiles and detect
unusual patterns of transactions and trends that may indicate
suspicious activities that are not consistent with initial
assessments or expectations. All efforts should be made to
establish the source of funds to the bank’s or money

(%
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exchanger's satisfaction and the customer and transaction
profiling methodology should assist in establishing source of
funds.

Transaction profile is not required for employed/ payroll,
pension and fixed-income individual accounts or
relationships, whose source of funds and usage of account
can be determined, provided the account or relationship is
used for the intended purpose. However, for accounts and
relationships used for business purpose and for high-risk
accounts, an appropriate transaction profile based on risk
assessment, should be prepared to include all types of
products and services expected to be used by the customer
in the account, during the period of a month, the number of
expected transactions, and their estimated monetary value,
especially for high-risk products/ services such as cash,
transfers, etc. The transaction profile should be reviewed and
updated on an annual basis, to establish continued
consistency between the profile and the actual transactions.
Major inconsistencies should be investigated.

Banks and money exchangers may prepare a transaction
profile on the basis of generic expected activity and
transactions for certain types of products and services,
however, for more complex products or services a tailored
transaction profile will be necessary.

435 Name Checking of Designated Persons

Saudi Arabia is committed to all relevant United Nations
Security Council Resolutions directed towards fighting
terrorist financing and has criminalized financing of terrorism,
terrorist acts and terrorist organizations, under Article 2 of the
Saudi AML Law and Bylaws. The UN, through its Security
Council Resolutions (UNSCR 1267 of 1999 and successor
resolutions), issues a listing of "designated persons”, that are
subject to certain sanction measures. Based on Saudi
competent authorities' instructions, SAMA also notifies banks
and money exchangers the names of "designated persons”
and requires banks and money exchangers to implement the
Saudi laws and the UN resolutions in this regard, including
freezing of assets of individuals and entities who have been
categorized as designated persons by UN or SAMA.

The following measures should be implemented by all banks
and money exchangers:

1. Put in place an effective process to check all their
customers' names (individuals, entities, beneficial
owners, etc.) against the names that have been
categorized as “designated persons” by SAMA and the
UN, prior to opening account, establishing a relationship
or conducting a transaction, especially for transfers in
which case both the remitter's and the beneficiary's
names should be checked.

2. In case a customer has been identified as being a
“designated person”, immediately freeze the account,
relationship or the transaction and notify SAFIU and
SAMA, giving full details of the account or transaction.
The account or transaction should continue to be frozen
until SAMA provides its direction to the bank or money
exchanger.

3. For the purpose of continuous monitoring and suspicious
should be reported to SAMA as per SAMA instructions.

4. Banks and money exchangers should also obtain the
UN sanctions list from the following website:
http://www.un.org/sc/committees/1267/consolist.shtml

5. Ensure to continuously check the UN List and keep it
updated in their records.

6. Observe sanctions lists issued by other countries, and
check all transactions and transfers against these lists, to

.http://www.un.or/sc/committees/1267/consolist.shtml :
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avoid potential conflicts when conducting business with
other countries' banks and entities, and to prevent the
customers' transactions or transfers from being blocked.

7. In case an asset (account, relationship, transaction, etc.)
has to be unfrozen because the designated person has
been de-listed (removed from the sanctions list) by the
UNSC, notify SAMA for approval to release the frozen
assets of the customer. For names previously frozen at
SAMA's instructions, SAMA will provide the bank or
money exchanger with instructions to release the frozen
assets.

4.4 Customer Risk Assessment

Every relationship, account or transaction should be risk
assessed from a money laundering and terrorist financing
perspective. The complexity of the risk assessment process
should be determined according to factors established by the
business risk assessment.

The basis for the customer risk assessment should include
factors such as:

1. High-risk jurisdictions/ countries, as defined by UN or
FATF's NCCTs, as explained in Rule 5.2;

2. High-risk businesses or customers, as explained in Rule
4.5;

3. High-risk products and services the customer may be
dealing in, as explained in Rule 5.1;

4. The delivery method, such as the way the relationship is
set up (directly/ face-to-face or indirectly) or the manner
the products/ services are delivered to customers (e.g.,
internet, phone banking, etc.);

5. Other risk variables should also be considered when risk
assessing a customer, as explained in Rule 5.3.

Customers to whom one of the above high-risk categories
applies should be rated as high risk. However, the rating
could be changed to a lower risk, provided the customer
profiling is considered satisfactory and the rating change is
justified and approved by a senior management. Such
accounts classified as high risk should be subject to
enhanced due diligence, closer monitoring and their risk
statuses reviewed and updated at least on annual basis.

4.5 Customer Risks

Customer risks are those that a particular customer or a
category of customers may create due to their activities or
behavior. Determining the potential money laundering or
terrorist financing risks, to the extent that such risk can be
identified, posed by a customer, or category of customers, is
critical to the development of an overall risk-based
framework. Based on its own criteria, a bank or money
exchanger should determine whether a particular customer
poses a higher risk and the potential impact of any mitigating
factors on that assessment. Application of risk variables may
mitigate or aggravate the risk assessment.

The types of customers or relationships, and the potential
risks they may pose, are described below:
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45.1 Individual Personal Accounts

These are accounts of individuals who open personal
accounts for non-commercial and personal use. This category
includes mainly employed/ payroll, fixed-income, pensioners,
and self-employed individuals. Such personal accounts
normally constitute a mass consumer business for many
banks and generally do not involve close relationship
management by a specific relationship manager. The sheer
number of these accounts and the scale of transactions,
usually small tickets, make the processes of monitoring
demanding for banks.

While the AML risks for employed/ payroll individuals,
pensioners and fixed income may be regarded as low, due to
the fact that their sources of income can reasonably be
established and are generally of smaller value, banks should
be alert and exercise more due diligence for individuals who
are self-employed. For these customers, it is difficult to
reasonably determine their sources of income due to lack of
any formal/ official supporting documents. In addition, self-
employed individuals are relatively of higher risk due to their
free-lancing activities. They may act as agents, on behalf of
others, in real estate or other activites and receive a
commission in return. However, they sometimes use their
accounts as a transitory depository for their customers' funds,
relating to a deal, pending final disposal. This poses
additional AML risks for these accounts.

The following rules should apply as minimum standards for
accounts of individual customers:

1. Employed/ Payroll, Pensioners & Fixed Income
Individuals

These are individuals who are employed/ on payroll, on
pension or with a regular fixed income and whose main
source of income is derived from salary, pension, social
benefits and the like, from an identified and appropriate
source and whose transactions commensurate with the funds.
Such customers are considered as low-risk and the following
basic information is sufficient to constitute customer profile:

1. Obtaining proper and valid identification of the customer
as stated in SAMA Account Opening Rules.

2. Ensuring customer's identification shows ID number,
name, nationality and date/ place of birth.

3. Ensuring customer is not a PEP; otherwise extra due
diligence is required as per Rule 4.5.4.

4. Obtaining address and telephone/ mobile number. Also
fax number and/ or e-mail address, if available.

5. Account is used for the purpose intended and not for
commercial purpose; otherwise it should be treated as
commercial account and additional information on the
business activity obtained.

6. Taking reasonable measures to determine source of
funds/ income; for example, using any one of the
following means:

a. Employment identification card for government,
public and private sectors employees;

b. Payroll slip, pension slip (for pensioners),
electronic or paper salary certificate, or letter from
employer;

c. Copy of statement of another bank if salary is
transferred to that bank;

d. |If salary is directly transferred to the same bank
(individually or through payroll system) no need of
further evidence;

e. Salary transferred through SARIE, indicating
thereon as payroll/ salary;

f. Customer's self-declaration indicating his/her
employer's name, salary/income and position; or
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g. Any other reasonable means satisfactory to the
bank and money exchanger;

h. However, in case of doubt, an official documentary
confirmation of the customer's salary/ income
should be obtained.

7. Conducting extra due diligence if a bank or money
exchangers becomes aware that another bank or money
exchanger has refused to deal with a particular customer
on AML/ CTF grounds.

2. Self-Employed Individuals (Free Dealers, Agents,
etc.)

For self-employed, in addition to above requirements, a self-
declaration signed by the customer confirming his/her
income, source of funds and business activity should be
obtained. In case of doubt, efforts should be made to
determine the source of funds, and the type of activity the
customer is engaged in, as these individuals are relatively of
higher risk due to their free-lancing activities.

3. High Net Worth Individuals

For High Net Worth Individuals, who are considered as high-
risk due to the size and nature of their activities and
transactions, in addition to above, an enhanced due diligence
is required and a detailed customer and transaction profiles
should be prepared to also include the customer's source of
funds and source of wealth, and anticipated account activity.

In all the above cases, where any doubt or suspicion arises
as to the identity, address or source of income/ funds or any
other information of a customer during the course of the
relationship, the bank or money exchanger should re-verify all
the information by reasonable means and reassess the
relationship.

/

4.5.2 Walk-In Customers

A walk-in or occasional customer is one who conducts a
transaction with a bank or money exchanger but does not
maintain an account or any type of relationship with the bank
or money exchanger. These include residents as well as
visitors on a temporary visa/ residence. As banks and money
exchangers do not have adequate background information
about these individuals, banks or money exchangers may be
at risk if they conduct financial transactions for them.
Therefore, as per SAMA Account Opening Rules, banks and
money exchangers should not accept any transactions (in
particular, all types of funds transfers) from walk-in customers
unless they fall under the following categories:

1. Resident Non-Account Holders: Banks and money
exchangers are allowed to accept settlement of bills of
services and public utilities (electricity, water, telephone)
and payments to state authorities and government dues
(traffic, passports, etc.).

2. \Visitors (Foreign Pilgrims, Tourists, Businessmen &
Diplomats): Banks and money exchangers are allowed to
accept settlement of bills of any services and public
utilities, payments to state authorities and government
dues, and encashment of travelers checks, banks
checks, etc.

3. Visitors on a temporary visa/ residence, in addition, are
permitted to exchange foreign currency bank notes upto
SAR 7.500 per transaction per day, within the validity of
the visa, but not exceeding the equivalent of SAR 60,000
in total. Amounts in excess of SAR 60,000 or equivalent
should be reported to FIU with a copy to SAMA.

4. For the allowed transactions, a copy of the passport
should be obtained including the page evidencing the
visa. Other details such as home country address,
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contact in Saudi Arabia and sighature should be
obtained.

5. In case of suspicion, the bank or money exchanger
should report the transaction to FIU with a copy to
SAMA, enclosing copies the passport and the
transaction, and customer details.

6. Banks and money exchangers should comply with SAMA
Account Opening Rules relating to walk-in customers
requirements.

7. Incoming transfers and checks may be accepted for
walk-in customers, in the following cases:

a. |If the transfer or check is made from an account
with the bank to a beneficiary (natural or legal) on
any branch of the same bank, the transfer or check
may be paid in cash to the beneficiary or his legal
proxy.

b. If the transfer or check is from a local bank to
another local bank within Saudi Arabia, it shall be
required to be from the account of transferor to the
account of the transferee.

c. If the transfer is received from outside Saudi Arabia
in the personal name of the beneficiary, it should
be paid through an account only, which may be
opened by the customer upon receipt of the
transfer, subject to SAMA Account Opening Rules.

45.3 Commercial Entities Accounts

These are accounts opened by legal entities for the purpose
of conducting commercial activities. Commercial entities
include small enterprises such as sole proprietorships and
establishments to large companies and corporations. Banks
should maintain a customer profile for each commercial
relationship, which should cover business and financial
related information, source of funds, purpose of account,
deposits and banking needs. The extent of details and nature
of the information to be requested will vary in relation to the
size, structure, risk and type of commercial activities of the
business entities, as described below.

1. Small Business Entities

Small businesses are defined as those commercial entities
with lower turnover of transactions (e.g., less than SAR one
million per annum). These entities range from sole traders/
proprietorships, small establishments and small family
concerns to partnerships, professional firms and small private
companies.

2. Corporations & Large Business Entities

These are incorporated legal bodies such as corporations,
public companies, private companies, partnerships, etc. large
businesses are defined as those with significant turnover
(e.g., SAR one million per annum and above), whether they
are sole traders/ proprietorships, small establishments, small
family businesses, partnerships, professional firms or small
private companies.

3. General Requirements

For all commercial entities, the principal guidance is to look
behind the entity to identify those who have control over the
business and entity’s assets. As a commercial entity can be
used as a front to provide cover for money laundering
activities, especially cash-intensive businesses, banks should
ensure they obtain adequate information about the entity’s
business/ trading activities and the expected use of the
bank’s products and services.

Banks should obtain the following information for all
commercial entities at the time of opening account/
relationship for applying the customer due diligence in
accordance with the risk assessment of the customer:
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1. Valid and original identification documents as required in
the SAMA Account Opening Rules.

2. Large business entities and corporations: The financial
structure and nature of the business entity and its annual
financial statements.

3. Small business entities: An assessment of the business
entity's financial statements, turnover and revenue/
income.

4. Names of beneficial owners, partners, managers,
powers-of-attorney, authorized signatories, shareholders
(except for minor shareholders of joint stock companies,
owning less than 5%), etc., as applicable.

5. Description of customer’s line of business and business
activities.

6. Types and nature of products and services the entity may
be dealing in.

7. List of significant suppliers, customers and their
geographical locations, as applicable.

8. Description of geographical coverage where the business
entity carries out its activities, as applicable.

9. List and locations of branches and outlets, if any.

10. Purpose and intended nature of the business
relationship/ account.

11. For large business entities and corporations, bank
employees should pay site visits to acquaint themselves
with the nature of business activities. All customer visits
should be properly documented and the records
maintained.

12. For small business entities, where feasible/ practical,
bank employees may pay site visits to acquaint
themselves with the nature of business activities, and the
customer visits documented and records maintained.

13. Individual accounts used for commercial purposes should
be treated as small business entities in terms of profiling.

14. Banks should seek information on the customer’s
relationship with other banks and seek information from
these banks if suspicions arise about their dealings with
the customer. Extra due diligence is needed, if the bank
has reason to believe that other bank(s) rejected this
relationship.

15. Banks should collect direct or indirect information about
the business entity from any known or available sources.

16. Banks should ascertain the accuracy of the information
provided by the business entity when opening an
account, e.g., ascertaining the business address, etc.

17. Banks should use their best efforts, through customer
profiing and transaction profiling, to ascertain the
sources of all deposits, paying particular attention to cash
deposits more than SAR 60,000 or equivalent.

. (%

454 Politically Exposed Persons

Individuals who are or have been entrusted with prominent
public functions, for example heads of state or of government,
senior politicians, senior government, judicial or military
officials, senior executives of state owned corporations,
important political party officials. Business relationships with
family members or close associates of PEPs involve
reputation risks similar to those with PEPs themselves. The
definition is not intended to cover middle ranking or more
junior individuals in the foregoing categories.

The political influence and power of PEPs could give rise to
misuse of the positions to illegally amass wealth, the
proceeds of which are often transferred and concealed under
the names of relatives or close associates. Banks and money
exchangers should apply the following standards, as a
minimum:

1. Comply with all the SAMA Account Opening Rules
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relating to opening accounts for individuals.

2. Have policies in place to identify and categorize PEPs
and related individuals for closer scrutiny. ldentification of
PEPs should include the existing & new customers as
well as the beneficial owners.

3. To put in place appropriate risk management systems to
determine whether a potential customer, existing
customer or the beneficial owner is a politically exposed
person.

4. Determine the source of funds, source of wealth and
beneficial owners for all PEPs.

5.  Where a customer has been accepted and the customer
or beneficial owner is subsequently found to be, or
subsequently becomes a PEP, Banks and money
exchangers should be required to obtain senior
management approval to continue the business
relationship.

6. Categorize all such accounts and relationships as High
Risk for extra due diligence, and should require approval
of a General Manager, Managing Director, or CEO

7. Where Banks and money exchangers are in a business
relationship with PEP, they should be required to conduct
enhanced ongoing monitoring on that relationship.

8. Accounts of PEPs and related individuals should be
reviewed on an annual basis and must be approved by
General Manager, Managing Director, or CEO for
retaining the relationship/ account.

455 Private Banking Customers

Private Banking is the term used for preferential banking
services provided to high net-worth customers by a bank.
Private Banking normally caters for very wealthy, powerful
and influential individuals, including PEPs. These customers
are assigned a private banker or relationship manager to act
as a liaison between the customer and the bank, and to
facilitate the customer's use of a wide range of financial
services and products that usually involve complex
transactions and large sums of money, including investment
services, trust vehicles and wealth management. These
clients demand a high level of confidentiality. As a result,
Private Banking is exposed to greater money laundering
vulnerability and banks should apply enhanced due diligence
to such operations.

Banks should have clear customer acceptance policies for
handling Private Banking customers, recognizing the money
laundering risks inherent in this category of accounts. Banks
should endeavor to accept only those clients whose source of
wealth and funds can reasonably be established to be
legitimate. The following rules should apply as a minimum:

1. Establish the identity of the clients and all the beneficial
owners.

2. Obtain proper and valid identification documents as per
SAMA Account Opening Rules.

3. If there are any intermediaries involved, extra due
diligence should be required to cover the intermediary as
well.

4. The profiling process for a Private Banking account
should include obtaining and recording the following
minimum information:

a. Purpose and reasons for opening the account.

b. Anticipated account activity.

c. Source of wealth (description of customer's
commercial/ economic activities which have
generated the net worth) and estimated net worth
of the customer.

d. Source of funds (description of the origin and the
means of transfer for monies that are expected for
the account opening and subsequent large
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transfers).
e. References or other sources to corroborate
reputation, where available.

5. Bank officers handling the account should personally
meet the prospect.

6. Anonymous, fictiious name, coded or numbered
accounts should not be allowed.

7. All account opening should be subject to senior
management approvals in addition to the relationship
manager.

8. If the Private Banking customer is also a PEP, then the
requirements for PEP should apply, as per Rule 4.5.4
above.

9. All Private Banking accounts should be subject to close
monitoring by a senior officer, covering unusual or
suspicious activities.

10. Large cash transactions in excess of SAR 60,000 or
equivalent should be scrutinized more closely.

4.5.6  Charity & Non-Profit Organizations

Charity or non-profit organization refers to a legal entity or
organization that primarily engages in raising/ collecting
donations and/ or disbursing funds for purposes such as
charitable, religious, cultural, educational, social or fraternal
purposes, or for the carrying our of other types of benevolent
deeds.

Banks and money exchangers should have in place policies,
procedures and controls to comply with SAMA Account
Opening Rules requirements regarding the handling of
accounts and transactions for charity organizations. When
dealing with accounts, relationship or transactions of any
charity organizations, banks and money exchangers should
observe the following:

1. Not to open account or set up a relationship for any
charity organization (local or international) without
SAMA’s prior written approval and without official
registration by the relevant government ministry or
authority, specifying the purpose and activity.

2. To strictly comply with the SAMA Account Opening Rules
relating to specific requirements and restrictions when
dealing with charity organization accounts.

3. Not to open accounts in the names of chairmen or
managers of charities for managing charity funds.

4. To classify charity organization accounts as High Risk
and exercise extra due diligence.

5. Not to accept any transfers or payments (incoming or
outgoing) of any donations or contributions into or out of
Saudi Arabia except with the prior written approval from
competent authorities through SAMA. This is regardless
of whether the funds originate from natural persons, legal
entities, organizations and multi-national organizations,
independent or public charities.

6. Not to enter into any transaction, knowing that the funds
or property involved are owned or controlled by criminals
or criminal organizations, or that a transaction is linked
to, or likely to be used in criminal activity, and should
report such case to FIU with a copy to SAMA.

7. To freeze any transaction and immediately report the
matter to FIU with a copy to SAMA, in case of reasonable
grounds to suspect that that an individual or entity is, by
any means, directly or indirectly, providing or collecting
funds in the knowledge that such funds will be used for
illegal purposes,

8. To design their fund transfer systems (for incoming and
outgoing transfers) to be capable of detecting customer
names against designated persons of UN or SAMA, prior
to processing the transaction for the purpose taking
appropriate action.
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9. Not to allow any of their customers to transfer funds in
favor of any known charity organizations outside the
Kingdom of Saudi Arabia.

10. In compliance with the FATF SR 7 on anti-terrorist
financing, to provide the remitter's name, address and
account number for all outgoing transfers.

457 Trustees, Nominees & Intermediaries
Accounts

1. Trustee & Nominee Accounts

These accounts are normally used to provide an extra layer
of security to protect the confidentiality of legitimate
customers. However, these structures can also be misused to
circumvent customer identification procedures for the purpose
of money laundering. Therefore, it is essential that the true
relationship is understood. Banks should have in place
procedures to ensure the following:

1. Establish whether the customer is taking the name of
another customer, acting as a "front", or acting on behalf
of another person as trustee or nominee.

2. If the customer is acting on behalf of another person,
ensure that he/she has the authorization to do so, and
identify and verify the identity of that person.

3. Where the customer is a trustee, understand the
structure of the trust sufficiently to determine the provider
of funds, those who have control over the funds
(trustees) and any persons or entities who have the
power to remove the trustees.

4. Make a reasonable judgment as to the need for further
due diligence and obtain appropriate evidence of
formation and existence along with identity of the settlers/
grantors, trustees or persons exercising effective control
over the trust and the principal beneficiaries.

5. Exercise special care in initiating business transactions
with companies that have nominee shareholders or
shares in bearer form; obtain satisfactory evidence of the
identity of beneficial owners of all such companies; and
monitor the identity of material beneficial owners and
hold such bearer shares in their custody to prevent the
shares changing hands to unknown parties without the
bank's knowledge.

2. _Intermediaries' Clients Accounts

These are accounts opened by professional intermediaries
(such as lawyers, , independent financial advisors, etc.) who
act as professional asset managers on behalf of other clients
(individuals or corporations). These accounts could be pooled
accounts managed by professional intermediaries on behalf
of entities such as, pension funds, or managed by lawyers or
that represent funds held on deposit or in escrow for a range
of clients.

These types of accounts are potentially vulnerable to the
layering of laundered funds subsequent to the placement
phase. Specific vulnerable activities include:

1. Intentional or unwitting facilitation of a customer’s money
laundering scheme and the activities of rogue employees
who undertake illegal activities.

2. Wash sales or other fictitious trading schemes to transfer
money.

3. Transfer of value between parties through the sale of
shares in small, illiquid issues at artificially arranged
prices, without regard to fair market value.

Banks should have procedures in place and ensure the
following:

1. The intermediary is registered and regulated.
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2. Perform due diligence on the intermediary itself and the
account should be classified as High Risk.

3. Verify and be satisfied with the intermediary’s reputation
and integrity.

4. Establish that the intermediary has in place a sound
documented due diligence process, including KYC and
identification requirements, and activity monitoring for its
customers and beneficial owners, which is satisfactory to
the bank.

5. Establish that the intermediary has in place written
policies, procedures and internal controls to address and
the risks of its business being used as a vehicle for illegal
activities, including the establishment of management
controls to prevent the involvement of the intermediary in
money laundering and terrorist financing schemes.

6. When a bank has knowledge or reason to believe that a
client account opened by a professional intermediary is
on behalf of a single client, that client must be identified.

7. Where funds held by the intermediary are not co-mingled
at the bank, but where there are “sub-accounts” which
can be attributable to each beneficial owner, all beneficial
owners of the account held by the intermediary must be
identified.

8. Where the funds are co-mingled, the bank should look
through to the beneficial owners, unless the bank can
establish that the intermediary is subject to the same
regulatory and money laundering legislation and
procedures, and in particular is subject to the same due
diligence standards in respect of its client base as the
bank.

9. Banks should accept such accounts only on the condition
that they are able to establish that the intermediary has
engaged in a sound due diligence process and has the
systems and controls to allocate the assets in the pooled
accounts to the relevant beneficiaries.

10. In the absence of the above requirements, then the bank
should not permit the intermediary to open an account.

458 Insurance Companies Accounts

These are accounts opened by insurance companies who
offer insurance products directly to their customers or through
agents. The insurance sector is potentially at risk and can
provide the opportunity for misuse, knowingly or unknowingly,
for money laundering and financing of terrorism although its
vulnerability is not regarded to be as high as for banking
sector.

As insurance companies deal with their own customers,
banks should exercise extra due diligence on these accounts,
and, in addition to SAMA Account Opening Rules
requirements, banks should have procedures and controls in
place to implement the following:

1. Dealing only with registered and regulated insurance
companies.

2. Performing extra due diligence on the insurance
companies and classifying the accounts as High Risk.

3. Verifying and being satisfied with the insurance
company'’s reputation and integrity.

4. Establishing that the insurance company has in place a
sound documented due diligence process, including KYC
and identification requirements, and activity monitoring
for its customers, that is satisfactory to the bank.

5. Establishing that the insurance company has in place
written policies, procedures and internal controls to
address the risks of its business being used as a vehicle
for illegal activities, including the establishment of
management controls to prevent the involvement of the
insurance company in money laundering and terrorist
financing schemes.

6. In the absence of the above requirements, then the bank
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should not permit the insurance company to open an
account.

459 Introduced & Referred Businesses

It is customary for banks to rely on the procedures
undertaken by other banks or introducers (person, entity or a
professional intermediary) when business is being referred. In
doing so, banks risk placing excessive reliance on the due
diligence procedures that they expect the introducers to have

performed . Relying on due diligence conducted by an

introducer, however reputable, does not in any way remove
the ultimate responsibility of the recipient bank to know its
customers and their business. In particular, banks should not
rely on introducers that are subject to weaker standards than
those governing the banks’ own KYC procedures, or that are
unwilling to share copies of due diligence documentation.

1. Introduced Business

Banks that use introducers should carefully assess whether
the introducers are reputable and are exercising the
necessary due diligence in accordance with the acceptable
KYC standards. The ultimate responsibility for knowing
customers always lies with the bank. Banks should use the
following criteria to determine whether an introducer can be
relied upon:

The customer due diligence procedures of the introducer
should be as strong as those which the bank would have
conducted itself for the customer. The banks should also
ensure that the required due diligence includes that of the
introducer.

1. The bank must satisfy itself as to the reliability of the
systems put in place by the introducer to verify the
identity of the customer.

2.  The bank must reach agreement with the introducer that
it will be permitted to verify the due diligence undertaken
by the introducer at any stage.

3. Banks should obtain and carefully review all relevant

identification data and other documentation pertaining to
the customer and the introducer.

4. The decision to open the account should not be solely
based on the introducer’s reputation; rather all KYC
process should take place for the introducer as well as
the account owner.

2. Referred Business

This means a relationship referred by one branch to another,
within one bank or externally from other banks inside or
outside the country. In such cases, the branch/bank
accepting the relationship should conduct normal KYC
process in addition to the referrals received. Such due
diligence should include full verification of the customer’s
identification and information, including beneficial owners,
comprising the following steps:

1. Banks must take all reasonable steps to recognize
suspicious transactions. This should require banks to
have a reasonable understanding of the normal character
of the customer’s business, and having a reasonable
understanding of the commercial basis of the transaction
to be undertaken or service to be provided.

2. Where a foreign branch, subsidiary or associate refers
business to a bank in Saudi Arabia, in addition to the
above procedures, the bank should seek the full
business rationale for the referral, and determine whether
it complies with Saudi Arabian laws and regulations.

3. If the referred branch determines that it has insufficient
information to enable it to accept the referral, the
business must be declined and the referring branch,
subsidiary or associate notified.
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45.10 Correspondent Banking Relationships

Correspondent banking is the provision of banking services ( )
by one bank (correspondent bank) to another bank
(respondent bank) by means of a correspondent account. (
Through the correspondent account, respondent banks can
conduct transactions for themselves and for their customers
in jurisdiction where they have no physical presence. These
services include cash management, international wire
transfers of funds, check collection, and foreign exchange
services, which usually involve large amounts and numerous
transactions.

Correspondent banking, by its nature, creates an indirect
relationship whereby the correspondent bank carries out )
financial transactions for the respondent bank on behalf of its
customers (individuals or entities) without having enough
information about the customers or by relying on the
information and KYC due diligence provided by the
respondent bank. This anomaly, coupled with the fact that the
respondent bank may have inadequate AML/CTF standards,
poses additional risks in this relationship.

Therefore, banks and money exchangers who maintain
correspondent banking relationships should take strict
measures to prevent the use of their correspondent accounts
for money laundering, terrorist financing and other illegal
purposes. Prior to opening any account, banks should fully
understand and appropriately document full details of the
respondent bank’s management and nature of the business.
In addition to requirements relating to correspondent banks
relationship as stipulated in SAMA Account Opening Rules,
the following requirements should apply as minimum
standards for opening and maintaining correspondent bank
accounts:

1. Banks should not open a correspondent account for or
deal with a Shell Bank.

2. Correspondent bank accounts should be opened after
senior management approval and after completing and
satisfying the KYC due diligence process.

3. Banks should obtain SAMA's approval for opening
correspondent bank account in Saudi Riyal.

4. Third parties are prohibited from operating correspondent
bank accounts, and local cash deposits should not be
allowed. This arrangement, also known as "Payable-
Through Accounts" should not be accepted.

5. The correspondent bank should not be under sanctions
by the UN or Saudi Arabia.

6. Banks should also determine from publicly available
information (e.g., internet) whether the correspondent
bank has been subject to any money laundering or
terrorist financing investigations or regulatory action.

7. Banks should obtain certification of AML/CTF compliance
for all correspondent relationships, which should include
the following information:

a. The location, major business activities, and
management.

b. That they are under jurisdiction of their central
bank or a similar monitory authority and are
committed to the FATF recommendations.

c. That they are governed by and committed to
AML/CTF and KYC policies and procedures.

d. That they have procedures in place for reporting
suspicious transactions.

e. That they are not dealing with any Shell Bank.

Any other pertinent information that can reassure

the bank that sufficient focus is being directed to

combating money laundering and terrorist
financing.

-
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g. The certification should be either renewed or
confirmed by the correspondent bank every three
years.

4.6 Monitoring Customer Activity

4.6.1 Monitoring Process

Article 6 of the Saudi AML Law requires all financial
institutions to have in place internal precautionary and
supervisory measures to detect and foil any of the offences
stated herein, and comply with all instructions issued by the
concerned supervisory authorities in this area.

The size of the bank or money exchanger, the AML/CTF risks
it faces, number and volume of transactions and the type of
activity under scrutiny will impact the degree and nature of
monitoring. In applying a risk-based approach to monitoring,
banks and money exchangers must recognize that not all
transactions, accounts or customers will be monitored in the
same way. The degree of monitoring will be based on the
perceived risks associated with the customer, the products or
services being used by the customer and the location of the
customer and the transactions. The principal aim of
monitoring in a risk-based system is to respond to institution-
wide issues based on each bank's or money exchanger's
analysis of its major risks. As a general rule, banks and
money exchangers should however ensure that all customer
transactions are being monitored.

Risk-based approach monitoring allows banks and money
exchangers to create thresholds monetary value below which
an activity will not be reviewed. Thresholds used for this
purpose should be reviewed on a regular basis to determine
capability with the risk levels established. Banks and money
exchangers should also assess the adequacy of any systems
and processes on a periodic basis.

Banks and money exchangers should consider using an
automated monitoring system (especially for those with large
volumes of customer transactions) to facilitate the monitoring
process through exception reports and alerts identifying
unusual transactions or activity for further examination. The
appropriateness and sophistication of automated monitoring
system will depend on the relevance of the parameters to the
nature of business undertaken by each bank or money
exchanger.

Certain types of transactions or group of events should alert
banks and money exchangers to the possibility that the
customer is conducting suspicious activities. For example:

1. Unusual patterns of transactions that do not have
apparent or visible economic, lawful or commercial
purpose;

2. Events that involve complex transactions;

3. Unusual large amounts of cash deposits that are not
consistent with the normal and expected transactions of
the customer;

4. Very high account turnover, inconsistent with the size of
the balance;

5. Transactions connected with entities or individuals, who
are the subject of the local or UN sanctions;

6. Business relationship or transactions with entities or
individuals from or in countries which do not sufficiently
apply the FATF Recommendations or have weak
AML/CTF systems.

7. A customer who provides false or misleading information,
refuses to provide relevant information, or refuses to
provide his/her identity or whose identity cannot be
verified.
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All the above may indicate that funds are being laundered
through the account. The background and purpose of such
transactions should be examined as far as possible and
documented in writing, and suspicious transactions should be
reported in writing to FIU with a copy to SAMA.

When applying risk-based approach for terrorist financing, the
following points should be considered:

1. Transaction amount is not a factor on risk determination.

2. Focus is given for particular individuals, organizations
and countries.

3. Before applying risk-based approach, banks and money
exchangers should identify a more comprehensive set
of indicators of the method and techniques used for
terrorist financing, which can then be factored into
strategies to assess terrorist financing risk and devise
controls to mitigate such risk.

4.6.2 Financial Investigation Process

Banks and money exchangers should have a process in
place for the financial investigation and analysis of unusual
customer activity or transactions, which should include the
expected frequency, size, volume and origin/ destination of
customer funds whether specific to an individual customer, or
for a generic customer, type or product type; and the
presence of risk factors specific to the bank's or money
exchanger's nature of the activity and customer base.

The investigation and analysis of the unusual and higher risk
activity and transactions should be conducted by an
independent reviewer, and should include the following:

1. Reviewing the identified activity/ transaction in light of the
customer risk assessment and the customer due
diligence information that it holds;

2. Making further enquiries to obtain additional information
required to enable a determination as to whether the
activity/ transaction has a rational explanation;

3. Considering the activity/ transaction in the context of any
other relationships connected with the customer by
referring to the relevant customer due diligence
information and making enquiries to reach for appropriate
conclusions;

4. Updating customer due diligence information to record
the results of the enquiries made;

5. Reviewing the appropriateness of the customer risk
assessment in light of the unusual activity and additional
customer due diligence information obtained;

6. Considering whether further improvements of the
monitoring process is required (staff training, enhancing
the monitoring system parameters, strengthening
controls for more vulnerable products/ services);

7. Applying increased levels of monitoring to particular
relationships;

8. Where the activity or transaction does not have a rational
explanation, considering whether the circumstances
require a suspicious activity report to be submitted to the
bank's or money exchanger's Money Laundering Control
Unit (MLCU) or designated Compliance Officer.

9. In case a bank or money exchanger, through its
monitoring and investigation process, finds that an
activity or transaction of a customer is suspicious, further
due diligence should be conducted including re-verifying
the customer's information, obtaining additional
information from the customer, and re-assessing the
relationship.
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4.6.3 Transaction Monitoring Threshold

Transaction monitoring threshold of SAR 60,000 or equivalent
should be applied for all types of accounts and relationships.
This threshold is applicable to a single transaction as well as
an aggregate of transactions within a month. Banks and
money exchangers, depending on satisfactory customer
profiling, can apply product-related threshold limits that are
consistent with the profile of the concerned customer.

4.7 Suspicious Transaction

4.7.1 Reporting Suspicious Transactions

The reporting of suspicious transaction or activity is critical to
the competent authorities' ability to utilize financial information
to combat money laundering, terrorist financing and other
financial crimes. The Saudi AML Law and Bylaws and SAMA
Rules require banks and money exchangers to file Suspicious
Transaction Report (STR) once a suspicion has been formed.

The risk-based approach should be useful in identifying
suspicious activity in the following manner:

1. Directing additional resources at those areas a bank or
money exchanger has identified as higher risk;

2. The depth of the investigation process could vary
depending on the risk identified;

3. Bank and money exchanger will utilize information
provided by authorities to inform its approach for
identifying suspicious activity;

4. Bank or money exchanger should also periodically
assess the adequacy of its system for identifying and
reporting suspicious transactions.

The AML Law and Bylaws apply not only to offenders but also
to banks or money exchangers and their employees who
participate in those transactions, if the employees concerned
are aware that the fund is criminally derived. Employees
whose suspicions are aroused, but who then deliberately fall
to make further inquiries, wishing to remain ignorant or
demonstrate "willful blindness", may be considered under
Article 2 of the Saudi AML Law to have the requisite
knowledge. However, Articles 21 and 25 of the Saudi AML
Law relieve the bank or money exchanger, management and
employees from any liability that may be caused by
performing the duties provided for or by violating the
provisions of confidentiality, unless if it is established that they
acted in bad faith to hurt the involved person.

Banks and money exchangers reporting policy should
mandate employees to do the following:

1. If an employee suspects that a money laundering or
terrorist financing transaction is taking place, he/she
should immediately report it to the bank’s or money
exchanger's internal MLCU or designated Compliance
Officer. (Refer to Rule 4.7.4 for details).

2. The reporting of suspicious transactions should also
include any attempted transactions, that is those
transactions which have been identified as suspicious but
prevented before processing.

3. Banks and money exchangers should make available, to
the appropriate authorities all documents, statements
and related transactions where applicable subject to
SAMA'’s approval. Banks and money exchangers must
cooperate fully with the local authorities.

4. All documents, reports and information relating to
investigated cases, even if not reported to the authorities,
should be maintained by the bank and money exchanger
for record purposes.

5. It is a criminal offence for bank or money exchanger
employees to tip off or assist any customer or individual
that they know or suspect of having been involvement in
any money laundering or terrorist financing activities. If
an employee thinks that a transaction may be related to a

Page 36 of 63




SAMA RULES GOVERNING ANTI-MONEY LAUNDERING & COMBATING TERRORIST FINANCING

criminal activity, this must be immediately reported to the
bank’'s or money exchanger's MLCU/ Compliance
Officer.

6. The notifying bank or money exchanger and its
employees are free of any blame or charge in respect of
any notification made, whether the suspicion is proved to
be correct or not, as long as their notification was made
in good faith.

4.7.2 Reporting Requirements

Under Article 7 of the AML Law, financial institutions are
required to inform, provide relevant information and file
Suspicious Transactions Reports (STR) to FIU, comprising a
detailed report including all available information and
supporting documentation on the parties involved. A copy of
the report should also be sent to SAMA. Reporting to FIU
shall be done using the STR form adopted by FIU. Banks and
money exchangers should follow the reporting process and
format as described in the Saudi AML Law and Bylaws, as
follows:

1. Names of suspected individuals/ entities, their
identifications, addresses and phone numbers.

2. Statement with respect to the suspected transaction/s,
the involved parties, how it was discovered and present
condition/ status.

3. The exact amount of the suspected transaction/s and
related banking accounts.

4. Reasons of suspicion upon which the bank or money
exchanger staff had depended/ based on.

Banks and money exchangers should adhere to the following
steps for submission of the STRs:

1. Prepare and ensure completion of all the data and filling
in of all fields in the reporting form regarding suspected
transactions, including any attempted transactions,
related to money laundering, indicating the name of the
branch and the region, where the suspected account is
domiciled;

2. Send the original suspicious report, with the supporting
documents, to the FIU;

3. Fax a copy of the above report, and then mail a hard
copy, to the Money Laundering Control Unit, Banking
Inspection Department, Saudi Arabian Monetary Agency;

4. Retain a copy of the report and its attachments for
records and future reference.

4.7.3  Tipping Off

Banks and money exchangers and their directors, officers
and employees should not disclose the fact that a customer is
being or has been investigated or reported for a suspicious
transaction. Banks and money exchangers should exercise
extreme caution when performing additional customer due
diligence (CDD) because of suspicious transaction, so as not
to unintentionally tip off the customer. In case the bank or
money exchanger feels the performance of CCD may tip off
the customer, it could then decide to discontinue the CDD but
to file a suspicious activity report to FIU with a copy to SAMA.

Article 9 of the Saudi AML Law and Bylaws prohibit financial
institutions and their employees from alerting customers or
other related parties about suspicions of their activities or
about their notification to the authorities. Under Article 8 of the
Saudi AML Law, notification of suspected money laundering
and terrorist financing cases to the authorities does not
conflict with the provision of banking secrecy or customer
confidentiality under the Saudi banking laws and regulations.
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4.7.4  Money Laundering Control Unit (MLCU)

Banks and money exchangers must establish an independent
and dedicated function to handle the money laundering
control and reporting activities. For small-sized banks and
money exchangers, with five branches and less, as a
minimum, this function can be handled by the designated
Compliance Officer for the bank or money exchanger. For
large banks and money exchangers with more than five
branches, an independent and dedicated Money Laundering
Control Unit, should be established with adequate staff who
should be all Saudis. In both the above situations, the
designation of the MLCU staff or Compliance Officer to
handle the money laundering control function, should be a
Saudi, of senior management position within the bank or
money exchanger, knowledgeable of the compliance function
and reporting directly to the General Manager or Managing
Director of the bank or money exchanger.

The officer-in-charge of the money laundering control
function, as an individual or a unit, should have sufficient
authority, independence, accountability and resources, and
he/she should be granted timely access to customer
information (such as identification data, due diligence
information, transaction records and other relevant data) to
enable him/her to discharge his/her functions effectively.
MLCU, or designated Compliance Officer, will have the
following functions and responsibilities:

1. Monitoring of financial banking transactions for the
purpose of detecting activities that may involve money
laundering and terrorist financing activities.

2. Receiving suspicious transactions relating to money
laundering and terrorist finance from branches and
various internal departments of the bank or money
exchanger, which should entail or augmented with the
collection of information, analysis of the data collected,
and making necessary decision for taking appropriate
action, which should be documented in writing.

3. Reporting to the Saudi Financial Intelligence Unit
(SAFIU), and providing a copy to SAMA, when
suspicions have been determined, in accordance with
established requirements, supported by a detailed
technical report on the suspected case, and within the
regulatory reporting timeframes.

4. Developing automated programs for controlling money
laundering activities and updating the indicators that
reflect existence of suspicious money laundering acts in
a manner consistent with the development and diversity
of the techniques adopted in committing financial crimes

5. Submission of proposals targeting development of
internal policies, plans, procedures and controls along
with methods for facilitating application of the same.
Approval of a state-of-the art automated system in the
area of anti-money laundering.

6. Ensuring that staff, in branches and other departments,
comply with the instructions and procedures pertaining to
accounts monitoring; and ensuring that employees
understand the importance of such procedures and
instructions as well as the importance of the adopted
procedures for suspicious activities and reporting
requirements.

7. Supporting of Compliance Department in its task of
verifying that the established rules, regulations and
requirements are effectively applied in compliance with
AML/CTF requirements.

8. Selection of qualified staff to fill the positions in the unit
and the development of ongoing training materials to
provide them with latest information on money laundering
and terrorist financing activities, with the aim of
enhancing their knowledge to identify such activities,
trends and nature of activities, and how these can
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avoided and dealt with.

9. Preparation and submission of periodic reports regarding
the activities conducted by MLCU/ designated
Compliance Officer for money laundering and terrorist
financing activities as well as the general status of the
bank or money exchanger and its various departments
and branches vis-a-vis this matter which need to be
supported by statistical data for those activities, and
recommendations made for their development/
improvements.

10. Responding to all SAMA's circulars and requests relating
to customer accounts statements and blocking, and
preparation of the required information in the proper form
and timeframe.

11. Maintaining a database comprising all data relating to
money laundering and terrorist financing matters in the
bank or money exchanger, such as the suspicious cases
reported, blocked accounts, etc. and updating of all the
old cases in the database.

4.8 Internal Controls

4.8.1 Internal Control Procedures

Under Article 10 of the Saudi AML Law, financial institutions
are required to establish and maintain internal control
procedures to prevent their institutions from being used for
purposes of money laundering and terrorist financing.

In order to have an effective risk-based approach, the risk-
based process must be imbedded within the internal controls
of the banks or money exchangers. Senior management is
ultimately responsible for ensuring that a bank or money
exchanger maintains an effective internal control structure,
including suspicious activity monitoring and reporting. Strong
senior management leadership and engagement in AML/CTF
is an important aspect of the application of the risk-based
approach. Senior management must create a culture of
compliance, ensuring that all employees adhere to the bank's
or money exchanger's policies, procedures and processes
designed to limit and control risks.

In addition to other compliance internal controls, the nature
and extent of AML/CTF controls will depend upon a number
of factors, including:

1. Nature, scale and complexity of a bank's or money
exchanger's business.

2. Diversity of a bank’s or money exchanger's operations,
including geographical diversity.

3. Bank’s or money exchanger's customer, product and
activity profile and distribution channels used.

4. Volume and size of the transactions.

5. Degree of risk associated with each area of the bank’s or
money exchanger's operation.

6. Extent to which the bank or money exchanger is dealing
directly with the customer or through third parties.

The framework of internal control procedures should:

1. Provide increased focus on a bank's or money
exchanger's operations (products, services, customers
and geographic locations) that are more vulnerable to
abuse by money launderers and other criminals.

2. Provide for regular review of the risk assessment and
management processes, taking into account the
environment within which the bank or money exchanger
operates and the activity in the market place.

3. Provide for an AML/CTF compliance function and
designate an individual at management level responsible
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for managing the compliance function.

4. Ensure that adequate controls are in place before new
products are offered.

5. Inform senior management of compliance initiatives,
identified compliance deficiencies, corrective action
taken, and suspicious activity reports filed.

6. Focus on meeting all regulatory record keeping and
reporting requirements, recommendations for AML/CTF
compliance and provide for timely updates in response to
changes in regulations.

7. Implement risk-based customer due diligence policies,
procedures and processes.

8. Provide for adequate controls for higher risk customers,
transactions and products, as necessary, such as
transaction limits or management approvals.

9. Enable timely identification of reportable transactions and
ensure accurate filing of required reports.

10. Include AML/CTF compliance in job descriptions and
performance evaluations of appropriate personnel.

11. Provide for appropriate continuous training to be given to
all relevant staff.

4.8.2 Assessment of Internal Controls

Banks and money exchangers should establish means of
independently and periodically assessing the effectiveness of
the internal controls and the adequacy of the overall
AML/CTF programs. The assessment should include
validating the operation of the risk assessment and
management processes and related internal controls, and
obtaining appropriate comfort that the adopted risk-based
approach reflects the risk profile of the bank or money
exchanger.

The internal audit department of the bank or money
exchanger, which should be separate from the compliance
function, should conduct independent testing to assure the
adequacy of the overall compliance function. The results of
the testing should be documented and communicated to
senior management for appropriate action.

4.9 Staff Training & Hiring

4,9.1  Staff Training & Awareness

Article 10.c of the AML Law and Bylaws mandate all financial
institutions to develop training programs to educate their
employees and enhance their understanding of KYC
procedures, money laundering and terrorist financing risks,
trends and preventive methods. As employees become
familiar with such activity, they can play an effective role in
combating money laundering and terrorist financing through
prevention and detection measures.

Banks and money exchangers should therefore provide their
employees with appropriate and proportional training, and
ongoing awareness, with regard to money laundering and
terrorist financing. A bank’'s or money exchanger's
commitment to having successful controls relies on both
training and awareness. This requires an institution wide
effort to provide all relevant employees with at least general
information on AML/CTF laws, regulations and internal
policies on compliance.

Applying a risk-based approach to the various methods
available for training, however, gives each bank or money
exchanger, additional flexibility regarding the frequency,
delivery mechanisms and focus of such training. A bank or
money exchanger should review its own workforce and
available resources and implement training programs that
provide appropriate AML/CTF information, as follows:
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1. Tailored to the appropriate staff responsibility (e.g., front-
line staff, compliance staff, or customer relations staff, )
account opening and operations.).

2. At the appropriate level of detail (e.g., complex products,
new products and services, trends). .

3. At a frequency related to the risk level of the business
line involved. )

4. All new staff should be educated in the importance of
AML/CTF policies while regular refresher training should
be provided to staff to ensure that they are reminded of
their responsibilities and kept informed of new
developments.

5. Testing to assess staff knowledge commensurate with
the detail of information provided.

Additionally, banks and money exchangers should make all
their staff aware of their responsibilities, personal obligations,
liability and penalties under the legislation, should they fail to
comply with the relevant requirements, as stated in Articles 2,
3,9,17, 18, 21 and 25 of the Saudi AML Law.

4,9.2  Staff Hiring & Appointment of Senior Positions

Banks and money exchangers should put in place adequate
background screening procedures to ensure high standards
when hiring employees. Banks and money exchangers can
develop a risk-based approach on the level of screening
based on the function and responsibilities associated with a
particular position.

In addition, banks and money exchangers should comply with
the provisions stipulated in the SAMA Directive issued in April
2005, relating to Qualification Requirements for Appointment
to Senior Positions in Banks, including notifying SAMA for
each senior appointment and the annual submission of a list
of senior positions.

4.10 Record Keeping & Retention

Banks and money exchangers must keep all records )
(documents, instructions, transactions, files and reports)
relating to their operations in accordance with normal (
business practices, for ease of reference in their own use, /

and for use by supervisory/ regulatory and other authorities,
and for internal and external auditors. The records should be
adequate enough to be able to reconstruct a transaction and
offer a complete audit trail of all financial transactions, in
particular cash transactions and funds transfer.

Article 5 of the Saudi AML Law requires financial institutions
to maintain, for a minimum of ten years following the
conclusion of an operation/ transaction or termination of an
account/ relationship, all records and documents that explain
the financial, commercial and monetary transactions, whether
local or foreign, the files of account documentation, related
correspondence and copies of the identification documents.
Taking into consideration the local law, customer transaction
records, such as agreements, checks, etc., should be
retained indefinitely.

In specific cases, banks and money exchangers may be
instructed by SAMA or other Saudi competent authorities, to
maintain any transactions or account records beyond the
minimum time period stated below. Banks and money
exchangers should keep and retain these records in the form
and for the period as indicated below:
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1. Primary Records

Type of Record Retention Form Retention
Period
a. Customer account Original form Permanently
opening agreements
and related account
documents
b. Certified/ attested Originals of the | Permanently /
copies of customer certified/
identification documents | attested copies
c. All customer transaction | One of the Permanently
records and following:
instructions: i. Original form
i. Manual instructions ii. Electronic
(e.g., checks, form
transfer applications,
etc.) )
ii. Automated
instructions (e.g.,
internet, phone
banking, ATM,
incoming wire
transfers, etc.)
d. Statements and details | Electronic form | Permanently
of customer accounts
and balances.
2. Secondary/ Non-Financial Records
.Type of Record Retention Form Retention
Period
a. Customer profiles, risk Original and/or | Minimum 10
assessments and all electronic form | years
other KYC related
documents
b. Investigations, Original and/or | Minimum 10
suspicious activity electronic form | years
reports, etc.
¢. Automated and manual | Original and/or | Minimum 10
reports electronic form | years
d. Reviews, self- Original and/or | Minimum 10
assessments, audit electronic form | years
reports, etc.

5. AML / CTF Other Risks

5.1 Product/ Service Risks

Product or service risks are the potential risks inherent in the
products or services offered by a bank or money exchanger.
Banks and money exchangers should be aware of the
associated risks in all the products and services they offer
including the way they are delivered, especially for new or
innovative products or services. Banks and money
exchangers should develop appropriate risk assessment and
controls. The products and services offered by banks and
money exchangers, determined as posing potentially higher
risks are described below.

51.1 Cash

Physical cash is often the ideal and most commonly used
method of value transfer for criminal activities, including
money laundering and terrorist financing, simply because it is
anonymous, untraceable, requires no intermediary, is widely
accepted and provides for immediate settlement. While the
provision of services to cash-generating business is a
particular area of concern, however, some businesses are
legitimately cash-based, especially in the retails sector, and
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so there will often be a high level of cash deposits associated
with some of these accounts.

1. Cash Transactions

SAMA has been engaged for many years in the efforts to
transform the Saudi economy to a bank-payment based
society and has taken significant steps to discourage large
cash transactions and encourage the use of banking payment
systems and services, such as SARIE, SWIFT, ATM/SPAN,
POS, SADAD, Internet banking, credit cards, etc. SAMA
Account Opening Rules require banks and money
exchangers to accept cash from customers only through an
account or relationship, where a full due diligence and KYC
process has been established.

Banks and money exchangers should have a process in place
to detect cash transactions that could be deemed as
suspicious, such as:

1. Large cash deposits, not in line with the customer's type
of business or occupation.

2. Numerous cash deposits of small amounts, known as
structuring or smurfing, to avoid detection.

3. Cash deposits followed by a transfer (wire transfer, bank
check, etc.).

4. Structured cash payments for outstanding credit card
balances, with relatively large sums as payments.

2. Cross-Border Transportation of Cash

In accordance with Saudi AML Law Article 14 and related
Bylaws, banks and money exchangers should comply with the
requirements relating to cross-border transportation of cash
coming into or going out of Saudi Arabia for their own use.
The cash may be carried by banks and money exchangers or
through cash transportation firms by way of cargo, postal
parcels, air shipments, etc. Banks and money exchangers or
their cash transportation firms should adhere to the
requirements by completing a special declaration form for any
cash shipment more than SAR 60,000 or equivalent (or
equivalent in foreign currencies), in accordance with SAMA
Rules for Cash Transportation for Banks and Money
Exchangers issued on 29 April 2007.

5.1.2 Wire Transfers

The term wire transfer or funds transfer refers to any
transaction carried out on behalf of an originator person (both
natural and legal) through a bank or money exchanger by
electronic means for the purpose of making an amount of
money available to a beneficiary person at another bank or
money exchanger. The originator and the beneficiary may be
the same person/ entity. The transfer could be a cross-border
transfer (to/ from a different country) or a domestic transfer
(within the same country).

SAMA Account Opening Rules require banks and money
exchangers to accept transfers only from customers having
account or other relationship agreement (e.g., express
remittance service). Therefore banks and money exchangers
should always have adequate information about the
originator/ remitter. To enhance the transparency of wire
transfers for effective AML/CTF programs, banks and money
exchangers should adopt the following measures when
executing transfers for their customers:

1. For all outgoing cross-border transfers, ensure to include
full and accurate originator information (hame, address
and account number) on the funds transfers and related
messages that are sent, and the information should
remain with the transfer or related message in the
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payment chain.

2. For incoming cross-border transfers, ensure they contain
full originator information (name, address and account
number) for transfers of SAR 5,000 and above or
equivalent and verify if needed. In case the incoming
transfer does not contain complete originator information,
the bank or money exchanger should hold the transfer
and contact the remitting bank for the missing
information. Failure to obtain the missing information may
be considered as a cause for suspicion and reassessing
the relationship with the remitting bank.

3. For domestic transfers (within Saudi Arabia), ensure the
remitter's name and account number is included, which
should be recorded and retained in the system of
remitting bank or money exchanger for prompt retrieval if
requested by competent authorities.

4. Retain all physical and system records of all funds
transfers in accordance with the prevailing record
retention periods.

5. Exercise extra due diligence for funds transferred from or
to NCCTs as periodically defined by FATF.

6. Conducting KYC/ due diligence on the remitter/ originator
is the responsibility of the remitting bank or money
exchanger, whether foreign or local.

7. Conduct a name check of the parties involved in the
transfer (originator, beneficiary, intermediary bank) as per
requirements in Rule 4.3.5 of this document.

8. Exercise extra the required due diligence when
processing transfers relating to PEPs.

9. Not to accept any incoming or outgoing transfers outside
Saudi Arabia, for any charity organizations, except with
the prior written approval from competent authority
through SAMA.

10. When implementing any new electronic fund transfer and
payment systems, ensure the systems are designed with
capabilities for preventing and detecting money
laundering and terrorist financing transactions. Examples
of the new electronic payment methods include prepaid
cards, electronic purse/stored value cards, mobile
payments, internet payment services, etc. Ensure these
services are offered only to customers who already have
an account or other relationship with the bank or money
exchanger.

(

5.1.3 Alternative Remittances

Alternative remittance system refers to a type of financial
service involving the transfer of funds or value from one
geographic location to another through informal and
unsupervised networks or mechanisms, which traditionally
operate outside the regulated conventional financial sector.
The very features (efficiency, anonymity and lack of paper
trail) which make alternative remittance system attractive to
legitimate customers (mainly expatriates remitting money to
relatives in home countries), also make the system conducive
for the transfer of illicit funds.

Therefore, due to this inherent risk, these systems have
proven themselves vulnerable to misuse for money
laundering and especially for terrorist financing purposes.
Quite often these systems have ties to particular geographic
regions and are therefore described using a variety of specific
terms, most common being “Door-to-Door”, “Hawala”, or
"Hundi". In addition to the vulnerability for misuse,
unauthorized or unlicensed alternative remittance services
are illegal in Saudi Arabia and banks and licensed money
exchangers should endeavor to assist authorities in fighting
such unlawful activities.

Persons who offer these illegal services, at a certain point,
channel their funds in “blocks” through the banking system by

Hundi "

Page 44 of 63




SAMA RULES GOVERNING ANTI-MONEY LAUNDERING & COMBATING TERRORIST FINANCING

cash deposits and then remit the funds to the beneficiary by a
transfer, or communication/ message. Therefore, banks and
money exchangers should apply prudent measures to identify
and prevent the use of customer accounts for this illegal
business. While such suspicious transactions may be difficult
to monitor, the application of due diligence process and
relevant red flags indicators can help in identifying such
transactions. As a minimum, banks and money exchangers
should implement the following steps:

1. Have a mechanism in place to monitor customer
accounts or relationships for trends of suspicious
activities that could indicate dealing or providing
alternative remittance service.

2. No account or relationship should be opened or retained
if there is any evidence of the account or relationship
being used for any type of alternative remittances (e.g.,
hawala, hundi). Any activities noted under this category
should be reported as suspicious activities to FIU with a
copy to SAMA.

3. Obtain satisfactory explanation for a customer who
maintains several accounts at various locations without
reasonable justification.

4. Have a process in place to monitor activity of a customer
who receives numerous small deposits to his/her account
from various locations, which are not consistent with
his/her line of business in accordance with his/her
account profile on file. Such account is often used as
"collection account" to accumulate funds from various
groups and then sent abroad in a single transaction.

5. Track transactions whereby large cash deposits are
credited into a customer account and then immediately
followed by a telex transfer to another country.

6. The above trends could indicate that the customer is
engaged in offering alternative remittance service illegally
and, if banks and money exchangers deemed the
activities to be suspicious, these should be reported to
FIU with a copy to SAMA. The above-stated trends are
not exhaustive and banks and money exchangers should
implement more controls based on experience and
understanding of their customers.

.(Hundi

5.1.4  Money Exchanging

Money Exchange is a regulated business in Saudi Arabia and
all money exchangers are subject to the Ministerial Order #
31920 dated 16/2/1402H, which requires all money
exchangers to obtain specific license from SAMA. The
Ministerial Order prohibits money exchangers from accepting
deposits and restricts their activities to purchase and sale of
foreign currencies, travelers checks, bank drafts and making
remittances inside and outside Saudi Arabia as per the
license granted to them by SAMA. The Banking Control Law
also prohibits non-banking entities from conducting banking
business and, as per authority given, SAMA can impose
penalties including revoking of license.

SAMA Account Opening Rules permit banks to open
accounts for licensed money exchangers, provided that they
have been registered by Ministry of Commerce and licensed
by SAMA, specifically indicating that they are allowed to
conduct such activity. However, due to the nature of their
business, these entities may be engaged in offering
remittance service to the community. Therefore, they should
be categorized as High Risk for an extra customer due
diligence and closer scrutiny.

11/

5.1.5 Electronic Banking

Electronic banking is a broad term encompassing delivery of
information, products and services by electronic means (such
as telephones/ mobiles, personal computers, automated teller
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machines, points of sales, and automated clearing houses).
Electronic banking provides opportunities for banks to offer a
variety of their banking products and services in a faster,
more convenient and cheaper way.

The number of banks providing banking services through
internet is growing considerably, with increasing range of
services becoming available, including savings and deposit
account services, credit cards, transfers, bill paying services,
shares trading, etc. Therefore, electronic banking is
vulnerable to money laundering and terrorist financing
because of its user anonymity (usage and funding), rapid
transaction speed, and its wide geographic availability.

To prevent these risks, banks and money exchangers should
be required to have policies in place or take such measures
as may be needed to prevent the misuse of technological
developments in money laundering or terrorist financing
schemes. banks and money exchangers are not allowed to
offer banking products and services through electronic
banking payment methods (internet/ online banking,
telephone, automated teller machine, mobile, or any new
electronic payment method) to customers unless they
maintain a bank account or other relationship with the bank, in
which case the banks and money exchangers will have
electronic records of the customers including identification
and other personal information.

5.1.6 International Trade

International trade, which deals in the movement of goods
and services, can be used either as a cover for the movement
of illicit funds or as the money laundering mechanism itself.
Criminals will utilize normal trade-related products and
services offered by banks relating to import and export
operations, such as letters of credit, guarantees, documentary
bills for collection, trade financing services, etc., to legitimize
the proceeds of their money laundering activities or to provide
funding for terrorist organizations, with a relatively low risk of
detection. The  techniques used basically are:
misrepresentation of the price (over-, under- and multi-
invoicing of goods/ services), quantity (over- and under-
shipments of goods/ services), or quality of imports or exports
(falsely described goods/ services).

Banks should watch out for the following examples of red flag
indicators that are commonly used to identify trade-based
money laundering activities:

1. Discrepancies between the description of the goods on
the invoice and bill of lading.

2. The size of the shipment or the type of goods appears
inconsistent with the customer's regular business
activities.

3. The letter of credit amount is unusually large or sudden
surge in number of letters of credit issuance that appears
to deviate from the customer's normal business activity.

4. The type of goods being shipped is designated as high
risk or involves a high-risk jurisdiction.

5. The transaction involves receipt of payment (especially
cash) from third parties with no apparent connection with
the transaction.

6. The transaction involves the use of repeatedly amended
or frequently extended letter of credit.

7. The transaction involves the use of front (or shell)
companies.

5.2 Country/ Geographic Risks

Country or geographic risks can be defined as risks posed by
countries that are subject to sanctions by United Nations (UN)
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or by other credible sources (e.g., FATF-NCCTSs) due to one ( )
factor or a combination of factors, as determined by UN or
FATF, such as lack of appropriate AML/CTF laws, regulations
and other measures; providing funding or support for terrorist
activities; or having significant levels of financial criminal
activities.

Banks and money exchangers should exercise additional due
diligence and give special attention to business relations and
transactions with persons, including companies and banks
that are located in or whose geographical spheres of business
activities are in jurisdictions that do not adequately apply
FATF recommendations.

Whenever necessary, SAMA will issue instructions to banks
and money exchangers about certain countries and on how
transactions relating to these countries should be treated.

5.3 Risk Variables

A bank's or money exchanger's risk-based approach
methodology may take into account risk variables specific to a
particular customer or transaction. These variables may
increase or decrease the perceived risk posed by a particular
customer or transaction and may include:

1. The purpose of an account or relationship.

2. The level of assets to be deposited in relation to the
customer's profile.

3. The level of regulatory oversight to which a customer is
subject.

4. The regularity or duration of the relationship.

5. The familiarity with a country and regulatory structure.
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6. Glossary

Account

"Account” should be taken to include, in
addition to a bank account, any other
similar banking relationships (such as bank
account, credit card, express remittance
service, etc.) between the bank or money
exchanger and its customer.

Anonymous,
Fictitious
Name or
Numbered
Account

Anonymous, Fictitious Name or Numbered
Account is generally a bank account for
which the customer's name does not
appear on the bank's records/ systems,
documents and statements. Instead, a
unique number or code-name is recorded.
The customer's identify is known only to a
small number of the bank's officials. While
such accounts are offered by some banks
in the world for a legitimate purpose, such
as providing confidentiality and additional
protection for private matters, they can also
be misused to hide the proceeds of
financial crimes.

Beneficial
Owner

The natural person who ultimately owns or
controls a customer and/ or the person on
whose behalf a transaction is being
conducted. It also includes a person who
exercises ultimate effective control over a
legal person or arrangement.

Competent
Authority

All administrative and law enforcement
authorities concerned with combating
money laundering and terrorist financing,
including SAMA and SAFIU.

Extra Due
Diligence
(EDD)

This is an additional due diligence process
needed for all High Risk accounts/
relationships and where the bank/ME
deems it necessary. EDD is needed for
PEPs, private  banking  customers,
correspondent banks, charity organizations,
and for other types of customers
categorized as high risk by the bank/ME.

Financial
Action Task
Force
(FATF)

Financial Action Task Force, the main ruling
international body for overseeing AML-CTF
efforts. Saudi Arabia is a member of this
organization through its membership of the
GCC.

Financial
Intelligence
Unit (FIU)

The UN Convention adopted this definition,
stating: "Each state shall consider the
establishment of a financial intelligence unit
to serve as a national center for the
collection, analysis and dissemination of
information regarding potential money
laundering.” Based on the Saudi AML Law
of 2003, the Saudi Financial Intelligence
Unit was established under the authority of
the Ministry of Interior. This is the authority
that receives and analyzes suspicious
activity reports from all financial & non-
financial institutions.

Intermediary

A professional intermediary is a firm or
person (such as an accountant, banker,
broker, lawyer or similar professional) who
manages an account or transacts on behalf
of a client.
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Money
Exchanger
(ME)

A natural or legal person who provides a
money/ currency changing service and/ or
providing a money/ value transfer/
remittance service. The person must be
registered by Ministry of Commerce and
licensed by SAMA. These entities are
subject to SAMA regulations as per
authority given through the Banking Control
Law, the AML Law (Bylaw 1.1) and the
Ministerial Order # 31920.

/1

Nominee

A person or firm (registered owner) into
whose name securities or other assets are
transferred and held under a custodial
agreement in order to facilitate transactions,
while leaving the customer as the actual
owner (beneficial owner). A "nominee
account" is a type of account in which a
stockbroker holds shares belonging to
clients, making buying and selling those
shares easier.

Non-
Cooperative
Countries &

Territories
(NCCT)

FATF publishes reports on countries which
do not cooperate adequately in the fight
against money laundering, known as Non-
Cooperative Countries & Territories. The list
is maintained and updated by FATF and
may be consulted on the FATF website.
Banks/MEs should give special attention to
business relations and transactions with
customers from countries included in the
NCCT list, and exercise extra due diligence.

Payable-
Through
Account

This is a demand deposit account
maintained at a local bank by a foreign
bank or corporation, whereby the foreign
bank channels deposits and checks of its
customers (usually individuals or
businesses located outside the country) into
the account. The foreign customers have
signing authority over the account and can
thereby conduct normal international
banking activities. This makes it impossible
to implement KYC policy and monitoring of
suspicious activity process for the
customers using the account

Shell Bank

Shell bank means 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
services 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 constitute physical
presence.

Source of
Funds

Source of funds is the activity which
generates the funds for a relationship, e.g.,
a customer's occupation or business
activities.

Source of
Wealth

Source of wealth is different from source of
funds, and describes the activities which
have generated the total net worth of a
person both within and outside of a
relationship, that is those activities which
have generated a customer's funds and

property.

Subsidiaries

This refers to majority owned subsidiaries
of a bank or money exchanger, inside or
outside the country.
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Suspicious
Transaction

A suspicious transaction is one in respect of
which a banks/ME has reason to believe
that some type of wrongdoing or illegal
activity may be involved. Suspicious
transactions must be reported to the
appropriate authorities through Suspicious
Transaction Report (STR). The notifying
bank/ME and its employees are free of any
blame or charge in respect of any
notification made, whether the suspicion is
proved to be correct or not, as long as their
notification was made in good faith.

Trustee

A person (an individual or entity) who holds
and administers the assets in a trust fund
separate from the trustee's own assets, for
the benefit of another person/s (the
beneficiary/ies). The trustee invests and
disposes of the assets in accordance with
the settlor's trust agreement, taking into
account of any letter of wishes. There may
also be a protector, who may have power to
veto the trustees’ proposals or remove
them, and/or a custodian trustee, who holds
the assets to the order of the managing
trustees.

Unusual
Transaction

An activity or transaction that is inconsistent
with or deviates from the expected pattern
of activity within a particular customer, or
with the normal business activities for the
type of product or service offered. Unusual
activity or transaction should alert banks to
the possibility of suspicious transactions.
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7. Appendices
SN Topic
Related Website Address
A Saudi AML Law & Bylaws www.sama.gov.sa
B ,I:':\/I-II-_F 40 Recommendations on www fatf-gafi.org/document
FATF 9 Special .
C Recommendations on CTF www fatf-gafi.org/document
D FATF Member Countries & www fatf-gafi.ora/nages
NCCTs ati-gati.orgipag ()
E Basel Committee Standards www.bis.org/publ
F UN Security Council Resolutions www.un.org/sc/committees
www.menafatf.org
G Other Useful Resources & Links

www.customs.gov.sa/Customs

Page 51 of 63




SAMA RULES GOVERNING ANTI-MONEY LAUNDERING & COMBATING TERRORIST FINANCING

()

/1

/1

Page 52 of 63




SAMA RULES GOVERNING ANTI-MONEY LAUNDERING & COMBATING TERRORIST FINANCING

APPENDIX ( 8)

Suspicious Transaction Report

Confidential
Ref. Number
Date [ H
Corresponding ) G
Annexes
Reporting Party Information
Financial Institution Bank or ME Name City Branch Phone Number
(Bank or Money
Exchanger)
Non-Financial Institution Name City Branch Phone Number
Institution
Report Contents
Activity/ Transaction Deposit Withdrawal Transfer Others
Type Check Branch
Cash ATM
Transaction Time Day Date Month / Year
Execution Date
Total Amount In Figures In Words Currency Type
Transaction Executor Account Number Branch Name/ No. Bank
Account
Causes of Suspicion
Beneficiary
Name ID Number Nationality Country City
Account Number Branch Name/ No. Beneficiary Bank

Please find above our Suspicious Transaction Report for your review and taking the appropriate decision.

Official Seal: Signature:
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APPENDIX 9

Cash Declaration Form

Kingdom of Saudi Arabia
Ministry of Finance
Saudi Customs

Declaration
Form

Date / /

This form is required to be filled out by whoever having
in his possession SR60,000 or more or its equivalent.

Full N A, oeiiiiii it ittecoeetisresnessasnssncsssosasssossssannsnns

Nationality: .................... Date of Birth: ............... ...

Place & Date Of ISSUE: . ..t e e e e et e e e e eaanan

KSA Address & Tel. INO.. ottt eeeeee e rnanrreannnenns

-------------------------------------------------------------------------

Purpose of Travel: (... e eieeieeaans R

Arriving from: ... .. ... ... Departing to: ...................

MName of the Airport/
Seaport!/ Crossing Border: ..o iiiiiiiiiiiiiiaicanannnnas

Currency / Precious Metals

LT U o = o Lo T o 7=

Amount in Rivals: ... e

Metals: [0 Gold 0O Diamond [0O Other Jewelries ............

The Equivalent in Riyals: ... ... it iiaieaaans

Source/Purpose of cash amounts/ precious metals: ............

I hereby acknowledge that the information declared above is
correct and I shall be criminally responsible for any mis-
declaration.

Traveler Signature: ..................... Date: .. ... ...

Official Use

Employee Name: ............ ... ... .. No.: e

Signature: .......ciiiiiiiiiiiiiei e, Date: .....ccovieiniinn.

Not declaring will expose you to legal questioning .
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10.Red Flag Indicators

A. Key Indicators of Regulatory & Legal Weakness

(High Risk Geographies)

Money launderers can exploit any country or a geographical region that
has weaknesses in its legal and regulatory framework and those involved
in financing terrorism and can become a center for money laundering and
terrorist financing. ~ As money-laundering and terrorist financing
transactions normally require a significant period to complete their stages,
money launderers and terrorism financiers often focus on countries with
serious shortcomings in their laws and procedures to base their
operations.

The existence of the following weaknesses in the legislation of a country
can generally create an environment that is conducive for money
laundering and terrorist financing transactions to penetrate its banking
system:

*  Adopting and applying strict banking secrecy laws, thus hindering law
enforcement  authorities  from  identifying  money-laundering
transactions.

*  Countries that have lax requirements for the formation and registration
of companies and permit the use of bearer shares.

* Absence of any foreign exchange controls on incoming and outgoing
funds.

* Countries that do not require or apply strict “Know Your Customer”
principles, thus facilitating the opening of untraceable numbered
accounts or accounts with fictitious names.

* Facilitating the issuance of financial instruments payable to bearers by
banks.

* Countries in which money laundering and terrorist financing is not
considered a crime.

* Countries that do not require banks/MEs to notify the concerned
authorities of large or unusual fund transfers.

* Countries that do not necessitate notification of suspicious
transactions to the concerned authorities.

* Absence of confiscation regulations, or lax enforcement or even non-
enforcement of such regulations if they exist.

* Countries that have significant dealings in outgoing foreign draft
transfers of cash instruments.

* Countries that have international markets in precious metals and
where it is easy to transact such trades.

* Countries that permit the free trading of the U.S. Dollar and
particularly where banks are allowed to accept dollar deposits.

* Countries that have banking control laws that facilitate the
establishment of banks/MEs particularly in free trade zones where
supervisory controls or banking regulations are lax or non-existent.

The classification of an account as high-risk based on the geography of
where the customer conducts its business activities depends on whether
or not the country is on the FATF list of Non-Cooperative Countries &
Territories (NCCT). Since the list keeps on changing, reference should be
made to FATF website.
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B. Businesses Prone to Money Laundering Activities )

(High Risk Businesses)

Money laundering and terrorist financing can adopt a variety of disguises,
but there are certain types of businesses, which are more attractive to
criminals. There is also a tendency to use countries that have adopted
strict secrecy laws for banks and for companies, which make it difficult to
obtain sufficient information to understand the nature and type of
business activities being undertaken by these organizations.

The following guidance provides an insight into what those businesses
might be.

Shell Corporations

Legitimate use of shell corporations often provides anonymity for the
beneficial owners who may be involved in laundering money or terrorist
financing. The use of “professional” nominees to act as directors provides | " "
further protection for the money launderer. This coupled with an offshore
address can be very effective vehicle for money laundering.

Types of businesses covered: Potentially any business.

What to look for: The use of such companies where it appears to be an
unnecessary complication and the using of less reputable legal and
financial advisers to set up and/or maintain the corporation.

Financial Institutions (Non-Bank) ( )
By the nature of their business, the receipt and payment of cash will not
appear unusual, and some of these businesses will rely upon a casual
rather than a regular customer base.

Types of business covered: Money Exchangers.

What to look for: Appropriateness of turnover levels, sudden fluctuations
in turnover, variations in deposit/payment patterns due to a small number
of large transactions; large purchases of travelers checks or money /
orders resulting in encashment from a variety of countries, or the reverse.

Travel Agencies

Where such businesses operate a money exchange or travelers checks
facility, and have a pattern of international payments as a norm, they are
attractive to the money launderer for both placement and layering
purposes.

What to look for: Payments to countries on the “FATF NCCT List”
outside of normal patterns; large purchases of travelers checks resulting
in encashment from a variety of countries; fluctuations in transaction "
patterns out of line with normal business patterns.

Import/Export Businesses /
This is the sort of business that can provide cover for either the placement
or layering (through international payments) stages of a money- )

laundering scheme. These businesses are particularly vulnerable where . (
they are small and where they trade in a variety of products, and/or where
the supply or distribution end is conducted largely in cash (typically low
value items). )
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Precious Commodities

The placement of cash, but more usually layering can be facilitated within
businesses where large value transactions are common, and the
commodities traded are difficult to value objectively, thereby allowing
inflated values to be used to support requests for payments.

Types of business covered: Precious Metals, Jewel Store; Antique Shops
and Fine Art Galleries.

What to look for: Trading patterns with countries on the “FATF NCCT
List” not normally associated with the commodity in question; unusual
fluctuations in turnover or types of financial instruments used.

Cash Driven Businesses

The types of business that normally accept cash are useful to the
launderer at the placement stage, and could be used for layering
purposes.

Types of businesses covered: Used Car Dealers; Garages; Corner
Shops (especially those in some countries who offer check encashment
facilities); Electrical Good Stores; Leather Goods Shops; Building &
Garden Supplies; Builders or Decorators.

What to look for: Increases in cash deposits which do not seem to be
matched by an increase in business; the maintenance of cash flow levels
when business is falling off, unusual payment patterns from cash deposits
seemingly unrelated to the business activities.

Offshore Financial Services

Many of the laundering or terrorist financing operations, which have been
uncovered, have involved the transfer of funds through offshore financial
service companies to layer transactions and provide anonymity. As there
is no underlying business against which to test the commercial basis for a
transaction it is extremely difficult to detect “unusual” or “suspicious”
transaction patterns.

Type of businesses covered: Trust Companies; Commodity Traders,
Financial Advisers.

What to look for: Small operations that appear to have only one or two
clients; unusually complex ownership structures; lack of interest in costs
incurred when processing transactions; links with countries on the “FATF
NCCT List"; investing in instruments that carry anonymity (e.g. bearer
bonds) when uneconomic to do so.

Charitable or Non-Profit Organizations

When opening an account for a Charitable or Non-profit Organization,
valid authorization from the appropriate government agencies and SAMA
must be obtained.

C. Key Indicators of ML/TF Transactions & Activities
(High Risk Products/Services)

The purpose of this section is to increase the understanding of Bank/ME
employees in order to help them in identifying money laundering and
terrorist financing transactions. The existence of one or more of these
indicators does not necessarily mean that a money laundering or terrorist
financing transaction is taking place but it should raise some concerns
and lead to further investigation.

These indicators are not exhaustive and should be taken by Bank/ME
employees for guidance purposes only. Bank/ME employees should
depend on their experience, skills and expertise to make a sound
judgment on suspected money laundering or terrorist financing
transactions, when in doubt, contact the MLCU.

General Indicators
* A transaction whose general form is indicative of illegitimate or
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unknown purposes.

* Existence of movements in the customer’s account not related to his
activities such as:

- Continuous cash deposits in other companies and establishment
accounts.

- Unusual purchase of cashier checks and payment orders against
cash.

- Withdrawal of cash amounts after a short-term deposit.

Large deposits of checks, incoming drafts and payment orders that
are inappropriate to the nature of customer’s activity.

- Large withdrawals or deposits inconsistent with customer's
activities.

- Transactions for unknown objectives, which do not adhere to the
activity of the company its subsidiaries or branches.

- Existence of a large number of deposits of small amounts, whether
in cash, by check or by incoming draft whose total or approximate
total amount deposited, is then transferred to another city or country
in one transaction.

Teller Transactions

* Frequent cash deposits by the customer of dirty or excessively used
notes.

* Cash deposits of large amounts whose source is apparently one of the
banks in the same region.

* Exchange of a large cash amount consisting of small-denominated
notes to the same amount and currency, in bigger denominated notes.

* Purchase of cashiers check or precious metals in large amounts.

* Transfer of an amount outside of the country without any clear reason.

* Deposit of a large number of check or cash amounts by the customer
or by other customers without any withdrawals.

Bank Accounts

* Opening of more than one account by a customer in his name in the
same bank without any clear reason, and existence of inter-account
transfer among these accounts.

* Accounts opened in names of Tellers in the bank who receive regular
deposits or periodic incoming drafts. ( )

* Payments or transfers by many persons to a single account whether in
cash or through internal drafts.

* Opening by a customer of more than one account in the name(s) of his
family members and being authorized to manage these accounts on
their behalf.

* Opening an account by a customer without him physically appearing in
the bank or even being known to bank employees or ever visiting the
branch for long periods of time.

* The existence of bank accounts with address outside the geographical
region of the bank.

* Existence of large number of movements of big amounts in the account
while the balance is kept low or fixed.

* Opening of many accounts by the customer with normal balances while
the total represents a big amount.

* Current or savings account used only to receive incoming drafts from
outside in a continuous manner without any justifiable reasons.

Credit Activities

* Unexpected settlement by the customer, of a loan due without
disclosing the source of funds.

* Obtaining a loan or credit facilities against guarantees issued by a
bank operating outside the Kingdom without a clear commercial
reason.

* Submittal by the customer, of company’s shares of which the bank is
unable to confirm its business activities, or as a guarantee for obtaining
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a loan or credit facilities.

Submittal, by unknown parties to the bank, of additional guarantees in
favor of the customer such as the mortgage of assets or warranties
while the bank is unable to define the relationships with the customer
or existence of justified reason for such guarantees.

The bank grants loans to customers having deposit accounts in foreign
banks in a country having strict banking secrecy laws.

A bank granting loans to foreign companies without a justifiable
business reason.

A customer receives a loan and immediately requests the loan amount
to be transferred to other bank(s).

Use of credit facilities given to the customer for purposes other than
that mentioned in the loan application.

Drafts

The amount of draft does not fit with the physical appearance of the
sender or the nature of his commercial activity.

The customer’s intentional misrepresentation of information given to
the bank.

Frequent transfers of large amounts against check under clearing or
not cleared..

Incoming drafts used immediately to purchase financial instruments
such as (certificates of deposit, cashier check, etc.) in favor of other
parties.

Continuous purchase of bank drafts by customers.

Frequent deposits by a customer of cashier's check issued by foreign
banks into his account.

Customer

Customers who avoid identifying themselves while attempting to
process account transactions or even providing incorrect or incomplete
information.

The customer attempts to transfer a large amount and then withdraws
this application because of the fear of the bank/ME notifying law
enforcement authorities.

The customer tries to influence the bank/ME employee not to inform
the authorities about a transaction being processed.

The customer refrains from providing information about his previous
and current commercial activities and banking relationships and
transactions.

The bank/ME employee is suspicious of the customer's identification
documentation.

A customer who opens an account without having a local address or a
person to verify his or her identity.

The customer gives special instructions to process his transactions by
fax or telex without a justified reason to use this communications
method.
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Bank’s & ME's Personnel

An employee whose standard of living is not commensurate with his
salary.

An employee who works for very long periods without requesting
vacations or having any sick days.

The connection of an employee with many suspicious transactions
while performing his or her duties.

The employee attempts to facilitate rendering a banking service to
customer (individual or company) without applying normal internal
banking procedures.

Changes in Branch Transactions

Overriding or not implementing the bank's/ ME's internal control
directives or intentional non-compliance with the bank's policies and
procedures by an employee.

Increase of money in circulation in large cash denominations that do
not match with the nature of work, transactions or location of the
branch.

Material change in the volume of branch transactions with one or more
correspondent banks.

Unusual increase of the volume of drafts issued by a branch or a
significant increase in its cash holdings.

An increase of cashier's check or payment orders sold to Walk-in
customers.

D.

Terrorist Financing Indicators

Accounts

Accounts that receive relevant periodical deposits and are dormant at
other periods. These accounts are then used in creating a legitimate
appearing financial background through which additional fraudulent
activities may be carried out.

A dormant account containing a minimal sum suddenly receives a
deposit or series of deposits followed by daily cash withdrawals that
continue until the transferred sum has been removed.

When opening an account, the customer refuses to provide information
required by the financial institution, attempts to reduce the level of
information provided to the minimum or provides information that is
misleading or difficult to verify.

An account for which several persons have signature authority, yet
these persons appear to have no relation among each other (either
family ties or business relationship).

An account opened by a legal entity or an organization that has the
same address as other legal entities or organizations but for which the
same person or persons have signature authority, when there is no
apparent economic or legal reason for such an arrangement (for
example, individuals serving as company directors for multiple
companies headquartered at the same location, etc.)

An account opened in the name of a recently formed legal entity and in
which a higher than expected level of deposits are made in comparison
with the income of the founders of the entity.

The opening by the same person of multiple accounts into which
numerous small deposits are made that in aggregate are not
commensurate with the expected income of the customer.

An account opened in the name of a legal entity that is involved in the
activities of an association or foundation whose aims are related to the
claims or demands of a terrorist organization.

An account opened in the name of a legal entity, a foundation or an
association, which may be linked to a terrorist organization and that
shows movements of funds above the expected level of income.
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Deposits and Withdrawals

Deposits for a business entity in combinations of monetary instruments
that are a typical of the activity normally associated with such a
business (for example, deposits that include a mix of business, payroll
and social security check).

Large cash withdrawals made from a business account not normally
associated with cash transactions.

Large cash deposits made to the account of an individual or legal entity
when the apparent business activity of the individual or entity would
normally be conducted in check or other payment instruments.

Mixing of cash deposits and monetary instruments in an account in
which such transactions do not appear to have any relation to the
normal use of the account.

Multiple transactions carried out on the same day at the same branch
of a financial institution but with an apparent attempt to use different
tellers.

The structuring of deposits through multiple branches of the same
financial institution or by groups of individuals who enter a single
branch at the same time.

The deposit or withdrawal of cash in amounts which fall consistently
just below identification or reporting thresholds.

The presentation of uncounted funds for a transaction. Upon counting,
the transaction is reduced to an amount just below that which would
trigger reporting or identification requirements.

The deposit or withdrawal of multiple monetary instruments at amounts
which fall consistently just below identification or reporting thresholds,
particularly if the instruments are sequentially numbered.

Wire Transfers

Wire transfers ordered in small amounts in an apparent effort to avoid
triggering identification or reporting requirements.

Wire transfers to or for an individual where information on the
originator, or the person on whose behalf the transaction is conducted,
is not provided with the wire transfer, when the inclusion of such
information would be expected.

Use of multiple personal and business accounts or the accounts of
non-profit organizations or charities to collect and then funnel funds
immediately or after a short time to a small number of foreign
beneficiaries.

Foreign exchange transactions that are performed on behalf of a
customer by a third party followed by wire transfers of the funds to
locations having no apparent business connection with the customer or
to countries of specific concern.

Characteristics of the customer or his/her business activities.

Funds generated by a business owned by individuals of the same
origin or involvement of multiple individuals of the same origin from
countries of specific concern acting on behalf of similar business types.
Shared address for individuals involved in cash transactions,
particularly when the address is also a business location and/or does
not seem to correspond to the stated occupation (for example student,
unemployed, self-employed, etc.).

Stated occupation of the transaction is not commensurate with the
level or type of activity (for example, a student or an unemployed
individual who receives or sends large numbers of wire transfers, or
who makes daily maximum cash withdrawals at multiple locations over
a wide geographic area).

Regarding non-profit or charitable organizations, financial transactions
for which there appears to be no logical economic purpose or in which
there appears to be no link between the stated activity of the
organization and the other parties in the transaction.

A safe deposit box is opened on behalf of a commercial entity when
the business activity of the customer is unknown or such activity does
not appear to justify the use of a safe deposit box.

Frequent transfers of amounts to other banks without mentioning the
name of the beneficiary.

The amount of draft does not fit with the physical appearance of the
sender or the nature of his commercial activity.

Frequent transfers of large amounts to and from countries known to be
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a source for drugs

* Fragmenting a large amount into smaller amounts upon transfer.

* Frequent transfers to banks in countries known with strict banking
secrecy laws.

* Cash transfers in large amounts.

* Deposits in different accounts and then consolidating these amounts in
one account and then transferring the total amount outside of the
Kingdom.

* Requests by the customer to the bank to transfer amounts to foreign
banks against incoming drafts to the same account with equivalent
amounts.

Transaction Linked to Locations of Concern

* Transactions involving foreign currency exchanges that are followed
within a short time by wire transfers to locations of specific concern (for
example, countries designated by national authorities, FATF Non- )
Cooperative Countries & Territories, etc.)

* Deposits are followed within a short time by wire transfers of funds,
particularly to or through a location of specific concern (for example, g
countries designated by national authorities, FATF Non-Cooperative
Countries & Territories, etc.)

* A business account through which a large number of incoming or )
outgoing wire transfers take place and for which there appears to be no
logical business or other economic purpose, particularly when this
activity is to, through or from locations of specific concern.

* The use of multiple accounts to collect and then funnel funds to a small
number of foreign beneficiaries, both individuals and businesses,
particularly when these are in locations of specific concern.

* A customer obtains a credit instrument or engages in commercial
financial transactions involving movement of funds to or from locations
of specific concern when there appears to be no logical business
reasons for dealing with those locations.

* The opening of accounts of financial institutions from locations of
specific concern.
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