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Saudi Arabian Monetary Agency

Draft of Anti Money Laundering &
Combating Terrorism Financing Rules to
be implemented by insurance and
reinsurance companies and insurance
service providers in Saudi Arabia

November 29, 2008

SAMA would like to introduce the draft

statute of Anti Money Laundering &
Combating Terrorist Financing Rules,
which will be applied to combat money
laundering and terroris t financing related to
insurance activities. SAMA is requesting
insurance companies, insurance service
providers and the public a written

response/ comments to make visual
observations. The written  response/
comments on this Code should be sent
within 30 days of the date of its publication
and be addressed to:

Mr. Mohammad A. Al Shayea,

Director of Insurance Supervision.
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Anti Money Laundering & Combating

Terrorist Financing Rules

Introduction

Objective of these regulations

1

The objective of these rules 5 to confirm
the compliance of insurance and
reinsurance companies, including
subsidiaries of foreign insurance and
reinsurance companies, and insurance
service providers, with restrictions,
procedures, rules, and principles in the
field of anti-money laundering and
terrorist financing , in a way to apply the
following:

a) Implement the Law on Supervision
of Cooperative Insurance
Companies and its Implementing
Regulations, especially articles 2, 10,
12, 15, 16, 9, 55, 56, 71, 76, 77, and

78.

b) Implement anti -money laundering
Law under the Royal Decree
number M/39, dated on
25/6/1424H and its Implementing
Regulation.

¢) Assist in implementing the 40 anti -
money laundering
recommendations (www.fatf -
gafi.org/document ), as well as the
nine counterterrorist finance
recommendations of the Financial

Action Task Force (www.fatf -
gafi.org/document ), International

Convention for the Suppression of
the Financing of Terrorism (New
York 1999), the United Nations
Convention Against lllicit Traffic in

Narcotic Drugs and Psychotropic
Substances (Vienna 1988), the
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United Nations Convention against
Transnational Organized Crime
(Palermo 2000), UNSCR 1267 and
1373, as well as all restutions
pertinent to counterterrorist finance.

d) Protect licensed companies and their
customers as per the Insurance
Implementing Regulation s, from
illegal transactions or exploitation as
canals for money laundering or
terrorist finance activities or any
other criminal activ ity.

e) Safeguard, protect, and promote the
confidence, the integrity, and the
credibility of the Insurance sector,
and protect insured people.

Definitions

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

Terrorist finance: Financing terrorist
operations, terrorists, and terrorist
organizations.

Actual beneficiary: Any natural

personality who is the final owner or the
dominator of the customer's funds, or who

implements any operation or task on his
behalf, or any person who has an effective
or final control on a legal personality or a
legal procedure.

Know your customer: Procedures of
customer identification as well as about
provided information, by collecting

detailed pieces of information about any
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customer or transaction, such as identities,
effective  documents of individuals,
companies, owners, partners, real
beneficiaries, legal signatories, agents, and
others; postal address, financial address,
email address, phone numbers, the nature
of works, information, and the capital for
legal facilities; funds sources, subsidiaries,
countries, and dealt with or by products,
and all what is required to be known
about the customer or the transaction.

Customer due diligence: Policies,
restrictions, and measures that must be
implemented by companies in order to
know more about the customer and
inquire about his identity and insurance

objectives, as for the majority of
transactions/relations, especially the cases
of customers considered by companies as
high risk customers and requiring due
diligence, such as politically uncovered,
non-profitable organizations, and others.

Suspicious transaction: It is the transaction
considered by the company's employee as
bad or illegal. It is necessary to notify the
competent  authorities  about  such
transactions through the report of
suspected transactions. The employee who
notifies about such a transaction is free
from any blame or charge, whether the
transaction is legal or not, provided that

notification was made with good

intention.

Unusual transaction: A transaction that
does not comply with the customer's data,
objectives, and transactions register.

Hint:  Notifying, hinting, implicitly
considering or noting that the company or
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Interior.

Non-profit organizations : Any legal
personality (institution or entity) which

main activity consists of fund -raising and
disbursing funds for religious,
educational, cultural, or social purposes,
or any other charity activity.

Political personality: Any person who
occupies or had recently occupied, or
aiming at or is candidate to occupy a high
civil position at the government, or
military position, or any position at a State
company, etc. This definition covers the
direct members of the person's family
(such as wife, parents, children, brothers

and sisters), and all cooperating persons.

The cooperating personality is anyone
who works as consultant or agent for the
aforementioned person.

Notification: The act by which the
company notifies the Financial Intelligence
Unit about any suspected transaction,
including the submission of a report.

Financial Action Task Force: Financial
Action Task Force concerned with anti-
money laundering and terrorist financing .

Third party: Any
personality who, on behalf of the
customer/beneficiary, deals with the
company, or provides it with customers,

natural or legal

such as brokers, insurance agents, or any

local or international
employers.

liberal professions

KSA Initiatives
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The recent few years witnessed fast, long
term, and wide developments on the level
of the international financial sector. It
included comprehensive and harmonized
struggle against money laundering and
terrorist  financing. Therefore, KSA
adopted many initiatives including

judicial measures and other measures
which respond to international

developments. Following are some of
these initiatives adopted in KSA:

International level
1 KSA signed and ratified the United
Nations Convention Against lllicit

Traffic in Narcotic Drugs and
Psychotropic  Substances (Vienna
1988)

1 KSA signed and ratified the

International Convention for the
Suppression of the Financing of
Terrorism (New York 1999)

1 KSA signed and ratified the United
Nations Convention against
Transnational  Organized Crime
(Palermo 2000)

1 KSA implemented and applied all
relevant UN  Security  Council
resolutions, such as resolutions 1267
(1999), 1333 (2000), 1363 (2001), 13
(2001), 1390 (2002), 1452 (2002), 14
(2003), 1526 (2004), relevant tc
counterterrorist finance

1 KSA is a member State of GCC and is
a full member of the Financial Action
Task Force (FATF)

1 In Septembe 2003, KSA completed
the mutual evaluation by a team of
FATF, based on 40 + 8 FATF
recommendations. It was one of the
first countries to be evaluated as per
this new approach. The results of this
evaluation were discussed during a
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plenary session held in February 2004 Os Auz +! A bt Nﬁ) i
in Paris, and were very positive.
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1 On 25/6/1424H, KSA issued the Anti - . . )
Money Laundering Law and its t # Dalzdz! fl4z/@Zs T DB L
Implementing Regulation, under the y f A dZGf yic to05 C A

Royal Decree number M/39, dated on
25/6/1424H, and as per the Decision
of Council of Ministers number 167
dated on 20/6/1424H. It presented
therefore a legal basis to criminalize
money laundering and terrorist
finance activities.

1 Under article 11 of Anti-Money
Laundering regulation, the Financial
Intelligence Unit was created at the
ministry of interior, to be the central
authority which receives and analyses
reports on suspicious transactions and
relevant to money laundering and
terrorist finance activities.

1 KSA formed two permanent national
committees of different ministries and
governmental  bodies, including
SAMA, to tackle money laundering
and terrorist finance issues in the
Kingdom .
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SAMA initiatives

Since its foundation in 1952, SAMA issued
a multiple series of guidelines to the
parties which are under its supervision,
relevant to defining the identity of
customers as well as other information,
customer due diligence instructions when
dealing with customers, keeping relevant
documents and files, in addition to
notifying concerned authorities about
suspected transactions. Those guidelines
were mentioned in a number of regulatory
and pilot guides.

In November 1995, SAMA issued its first
set of guidelines relevant to anti-money
laundering activities to all banks operating
in the Kingdom. Therefore, recognizing
the international and legal supervision
efforts to combat the phenomenon of
money laundering, SAMA updated its
guidelines of 1995 and issued in 2003 a
more comprehensive set of "rules
governing anti -money laundering and
counterterrorist finance".

General provisions relevant to the

requirements of anti-money laundering and

counterterrorist finance measures

General implementation of anti-money
laundering and counterterrorist finance
measures

Every company should implement the
rules relevant to the recommendations
published by FATF, including detailed
commitments and measures which will be
mentioned at a later stage, and which
must be taken by the company to prevent
money laundering and terrorist financ ing.
The company must take into consideration
the nature of its activities, its organization
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structure, the type of its customers and
transactions at the time of setting anti-
money laundering and counterterrorist

finance policies and measures. It has as
well to make sure of the sufficiency and
relevance of measures taken compared
with ge neral requirements and objectives
mentioned in these rules.

Companies must commit to the following:

a) Develop  written policies  and
provedures aiming at combating
money laundering and terrorist
financing, as per article 15 of Insurance
Implementing Regulations; confirm
the full compliance with all regulatory
and procedural requirements,
including registers keeping and
cooperation with  the Financial
Intelligence Unit of the ministry of
interior and the competent authorities
responsible for the implementation of
Anti -Money Laundering and
Counterterrorist Finance Rules and its
Implementing Regulations, including
the disclosure of information at the
appropriate moment.

b) Make sure of the full understanding of
all company's officials and employees
of the content of those rules, and take
all necessary measures to combat
money laundering and terroris t
financing.

¢) Review anti-money laundering and
counterterrorist finance policies and
procedures in a regular way to insure
their effectiveness, including the
review of policies and measures
relevant to anti-money laundering
and counterterrorist finance polic ies
and provedures issued by the internal
audit department or the compliance
official to insure  compliance,
including: (1) evaluating the rules of
detecting any money laundering or
terrorist finance transaction, (2)
evaluating, reviewing, and verify the
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