
Sample Regulations for Providers of Financial Services and Supplementary Financial Services for the Preparation of Regulations to Prevent and Deter Money Laundering and Terrorist Financing

I PREPARATION OF REGULATIONS

Credit institutions, financial enterprises and legal entities providing financial services and supplementary financial services but not qualifying as financial institutions (subsequently: Financial Service Providers) are required to draw up internal regulations pursuant to Act CXXXVI of 2007 on Measures to Prevent and Deter Money Laundering and Terrorist Financing (subsequently: the Money Laundering Act – MLA).

On the basis of the decree issued for the implementation of the MLA, with consideration to the observations made by the Authority acting as the Financial Intelligence Unit and with the approval of the Ministry of Finance, the Hungarian Financial Supervisory Authority places sample regulations at the disposal of Financial Service Providers.
Within 90 days following the effective date of the Act Financial Service Providers shall adapt their existing regulations, in order to enable all of their employees to comply with their obligations in customer due diligence and reporting and to be able to recognise unusual transactions aimed at using the Service Provider to launder the proceeds of criminal activities and to provide financial support for terrorism.

Act CLXXX of 2007 on the implementation of financial restrictive measures and the freezing of assets as ordered by the European Union and on the related amendment of certain Acts was added to the legal environment relevant to the prevention and deterrence of terrorist financing and is to be considered in the preparation of the regulations.

The Hungarian Financial Supervisory Authority shall approve internal regulations provided they include the mandatory elements as described in the decree for the execution of the MLA and if they are not in conflict with legal statutes.
Newly established Financial Service Providers shall prepare their internal regulations on the basis of the sample regulations and shall submit their internal regulations together with their other licensing documents. The amended regulations of already active Financial Service Providers shall be examined by the HFSA within the framework of an audit and need not be submitted for authorisation.
II OBLIGATION TO RETAIN DOCUMENTS

Financial Service Providers shall retain for a period of eight years following the termination of the business relationship all data and documents, or copies thereof subject to the consent of their customers, obtained while fulfilling their obligation to perform customer due diligence measures and to solicit declarations of beneficial ownership.

Financial Service Providers shall retain documents, or copies thereof, that evidence their compliance with their reporting obligations and the suspension of transaction orders, for a period of eight years from the date of such reporting or suspension having been made.

Financial Service Providers shall make records of transaction orders executed in cash (in Hungarian Forint or in foreign currency) for values equal to or higher than three million six hundred thousand Hungarian Forints and shall retain those records for a period of eight years. Data is to be stored in a way that allows for search and retrieval. Should data change over time due to changes or modifications to data, then the historical data should be retained in a way to enable clear retrieval of historical, ineffective data as well as the dates of any data modifications that have taken place at the Service Provider.

III DEFINITIONS
European Union shall mean the European Union and the European Economic Area.

Member State of the European Union shall mean a member state of the European Union or any other state that is party to the treaty on the European Economic Area.

Third Country shall mean a country outside the European Union.
Customer shall mean any person pursuant to Article 3 of the MLA who enters into a written contract with the Service Provider or issues a transaction order to the Service Provider for a service that falls within the scope of activities listed under Paragraph (1) of Article 1.
Business Relationship shall mean a continuous legal relationship created with a written contract between the Customer and the Service Provider for the use of services that fall within the scope of services provided by the Service Provider.
Transaction Order shall mean the occasional legal relationship created between the Customer and the Service Provider by a contract for the use of a service that falls within the scope of activities of the Service Provider.

Several De-Facto Related Transaction Orders shall mean transaction orders given by the Customer within a period of one year under the same title and for the same subject matter. For service providers engaged in money changing it shall mean transaction orders given by the Customer within a period of one week.

Customer Due Diligence shall mean measures taken for customer due diligence as specified under Articles 7-10 in the cases specified under Article 6. Pursuant to these, when establishing business relationships and when executing transaction orders for an amount equal to or above three million six hundred thousand Hungarian Forints, considering also several de-facto related transaction orders, or if some data, facts or circumstances emerge that indicate money laundering or terrorist financing and if the customer was previously not subjected to due diligence measures and if there are doubts as to the veracity and adequacy of previously obtained customer identification data, Service Providers shall record in writing the personal identity details of the customer, of the person with disposal powers, of the proxy, or of the representative and shall verify the personal identity of such persons, and shall also record the personal identification details of the beneficial owner and shall verify the personal identity if there are any doubts as to the personal identity of the beneficial owner. Financial Service Providers shall also record the details of the business relationship and such transaction orders and shall perform continuous monitoring of the business relationship. Financial Service Providers shall record identification details on electronic or paper-based media in a reliable manner that allows for retrieval.
Identification shall mean recording in writing the details specified under Paragraphs (2)-(3) of Article 7 and Paragraphs (2)-(4) of Article 8 of the MLA.
Authority-Issued Document Suitable for Personal Identification shall mean a personal identification certificate, a passport or a driving license in card format.
Verification of Personal Identity shall mean the verification of the personal identity of the customer, of the proxy, of the person with disposal powers or of the representative, using official documents as specified under Paragraphs (4)-(6) of Article 7 of the MLA, or the verification of the personal identity of the beneficial owner using records specified under Paragraph (5) of Article 8.
Beneficial Owner shall mean the natural person on whose behalf a transaction order is executed.

Beneficial Owner shall also mean the natural person who controls at least twenty-five percent of the voting rights or the ownership shares of a legal entity or legal arrangement other than a company listed on a regulated market that is subject to disclosure requirements consistent with Community legislation or subject to equivalent international standards, or a natural person who is a member or a shareholder of a legal entity or legal arrangement and entitled to elect or recall the majority of the members of senior management or of the supervisory board, or who has sole disposal rights over more than fifty percent of the votes on the basis of an agreement with other members or other shareholders /Civil Code Article 685/B Paragraph (2)/.

For foundations the beneficial owner is the natural person who is the beneficiary of twenty-five percent or more of the property of the foundation where the future beneficiaries have already been determined, or the class of persons in whose main interest the foundation is set up or operates where the individuals that benefit from the foundation have yet to be determined, or who is a member of the foundation’s management organisation or exercises dominant control over twenty-five percent or more of the property of the foundation and acts in its representation.

Politically Exposed Person shall mean natural persons who are residents of a foreign country and are or have been entrusted with a prominent public function within one year prior to the customer due diligence measures being taken and their immediate family members or persons known to be close associates of such persons. People entrusted with a prominent public function include heads of state, heads of government, ministers, deputy or assistant ministers, members of parliaments, members of supreme courts, constitutional courts or of other high-level judicial bodies whose decisions are not subject to further appeal, chairmen and members of courts of auditors or of the boards of central banks, ambassadors, chargés d’affaires, high-ranking professional officers (flag officers or generals) in the armed forces, and members of the administrative, management or supervisory bodies of enterprises in majority state ownership.
Immediate family members include close relatives as specified under Section b) of Article 685 of the Civil Code and partners considered by national law as equivalent to the spouse.
Close associates of politically exposed person shall include natural persons who are known to have joint beneficial ownership of legal entities or legal arrangements, or any other close business relations of the politically exposed person, or any natural person who has sole beneficial ownership of a legal entity or legal arrangement which is known to have been set up for the benefit de facto of the politically exposed person.
Correspondent Banking Service shall mean a service when a credit institution maintains an account for another credit institution in order to execute orders for payment services or to carry out investment service activities.
Shell Bank shall mean a service provider engaged in providing financial services and supplementary financial services that conducts its activities in a country different from its country of registration and that is not subject to supervision on a consolidated basis. Provisions related to shell banks shall apply to correspondent banking relationships.

Authority Acting as the Financial Intelligence Unit shall mean an organisation unit of the customs authority as specified in Government Decree No. 314 of 2006 (of December 23) that performs the duties of the Financial Intelligence Unit. As an obligation specified under the MLA the Authority Acting as the Financial Intelligence Unit receives and processes reports sent by the service providers, performs supervision functions in case a transaction is suspended, requests data from service providers and other authorities and pursuant to Act CLXXX of 2007 performs the functions of the agency responsible for the implementation of financial restrictive measures and the freezing of assets with regard to financial restrictive measures and the freezing of assets ordered by the European Union.

The duties of the Authority Acting as the Financial Intelligence Unit are performed by the Central Law Enforcement Directorate of the Hungarian Customs and Finance Guard, while the non-investigative functions of the Authority Acting as the Financial Intelligence Unit are performed by the Department of Financial Intelligence (hereinafter the Authority Acting as the Financial Intelligence Unit).
IV INFORMATION ON THE PAYER ACCOMPANYING TRANSFERS OF FUNDS
Financial Service Providers shall apply the rules laid down in Regulation 1781/2006/EC on information on the payer accompanying transfers of funds. Member states shall directly apply this Regulation which is to be considered as part of their national law not requiring separate transposition into national law. The purpose of Article 22 of the MLA is to enable the implementation of this Regulation.

V PROVISIONS FOR BRANCH OFFICES AND SUBSIDIARIES LOCATED IN THIRD COUNTRIES

Financial Service Providers shall require their branch offices and subsidiaries located in third countries to employ customer due diligence regulations equivalent to those contained in the Act and to maintain records, and shall inform the same of the internal audit and information systems that they operate as well as of the contents of their internal regulations.

Financial Service Providers shall inform the HFSA if the legal regulations of a third country do not allow for the implementation of these measures and shall prepare a discovery analysis of their branch office or subsidiary.

VI CUSTOMER DUE DILIGENCE OBLIGATIONS PRESCRIBED BY THE MLA

Financial Service Providers shall carry out customer due diligence measures when establishing a business relationship. For customers with whom the Financial Service Provider has not established a business relationship customer due diligence measures shall be carried out whenever the value of a transaction order initiated, or the value of several de-facto related transaction orders reach or exceed the value threshold of three million six hundred thousand Hungarian Forints, or if the value of a money changing transaction reaches or exceeds five hundred thousand Hungarian Forints.

Financial Service Providers shall carry out customer due diligence measures if some data, facts or circumstances emerge that indicate money laundering or terrorist financing and if the customer was not previously subjected to due diligence. Financial Service Providers shall also carry out customer due diligence measures if there are doubts as to the veracity or adequacy of previously recorded customer identification data. 

Transaction orders for values exceeding three million six hundred thousand Hungarian Forints shall only be accepted from, and business relationships shall only be initiated with customers who have been subjected to customer due diligence measures by the Financial Service Provider.

In the mentioned cases of mandatory customer due diligence Financial Service Providers shall identify the customer and shall verify his/her personal identity, and shall also identify the beneficial owner and verify the personal identity of the beneficial owner if there are doubts as to the personal identity of the beneficial owner. In addition to the above, Financial Service Providers shall also record the details of the business relationship and the transaction order and shall perform continuous monitoring of the business relationship.

Pursuant to the MLA the Financial Service Provider is entitled to specify the extent of customer due diligence measures on a risk-sensitive basis. In this context the MLA specifies minimum and maximum data sets for the identification of the customer and of the beneficial owner as well as for recording the details of the transaction order. Pursuant to these, the financial service provider shall record at least the data specified under Paragraph (2) of Article 7 of the MLA to identify the customer, at least the data specified under Paragraph (2) of Article 8 of the MLA to identify the beneficial owner, and at least the data specified under Paragraph (1) of Article 9 of the MLA to identify the business relationship and the transaction order (minimum data set). In addition to the above, the financial service provider may also record additional data specified under Paragraph (3) of Article 7 of the MLA with regard to the customer, additional data specified under Paragraph (3) of Article 8 of the MLA with regard to the beneficial owner and additional data specified under Paragraph (3) of Article 8 of the MLA with regard to the business relationship and the transaction order (maximum data set). The service provider shall record the maximum data set if the data is required for the identification of the customer, the business relationship or the transaction order on the basis of the nature or the amount of the business relationship or transaction order or on the basis of the circumstances of the customer, or in order to prevent and deter money laundering and terrorist financing pursuant to the provisions of the internal regulations. (Subsequently: customer due diligence on a risk-sensitive basis.)
The maximum data set prescribed by the MLA is identical to the data set that was available to Financial Service Providers about their existing customers on the effective date of the Act. There is no retroactive effect concerning such existing customer details and there is no obligation to delete data. The customer due diligence measures shall be applied to new customers.

Should the Financial Service Provider be unable to carry out the customer due diligence measures, it shall refuse to carry out transactions using the bank account as ordered by the customer or to establish a business relationship or to carry out transaction orders for the respective customer and shall terminate the business relationship with such.

The MLA prescribes the application of simplified customer due diligence measures for certain customers and transactions representing a low risk of money laundering and terrorist financing. With simplified customer due diligence the customer due diligence measures are to be carried out only if some data, facts or circumstances emerge that indicate money laundering or terrorist financing. Nevertheless, service providers shall always perform continuous monitoring of the business relationship.

The MLA prescribes the application of enhanced customer due diligence measures for certain customers and transactions representing a high risk of money laundering and terrorist financing. With enhanced customer due diligence the service provider is obliged to carry out all of the customer due diligence measures specified in the MLA, and further measures are carried out in addition to those.

Apart from the continuous monitoring of the business relationship, customer due diligence measures need not be repeated if the Financial Service Provider has already carried out due diligence measures on the customer, the proxy, the person with disposal powers or the representative in connection with another transaction order, and if the Financial Service Provider has determined the personal identity of the customer, the proxy, the person with disposal powers or the representative in a procedure for the verification of personal identity in connection with the affected transaction order, and has found that there were no changes to the details previously recorded.
Following January 1, 2009, Financial Service Providers shall refuse to carry out transaction orders for customers if the business relationship with the customer was established before the effective date of the MLA (December 15, 2007) and if the customer or his/her representative has failed to physically show up in person in front of the service provider for the due diligence measures to be carried out, and if the due diligence results as specified by the MLA are not fully available.

If no transaction orders were debited or credited to an account maintained by the Financial Service Provider over a period of two calendar years – including transactions that by nature have terms of several years – the service provider shall call upon the customer within 30 days in writing or with the next regular balance statement sent to the customer, to disclose any changes that may have occurred in his/her details in the meantime. If a customer fails, as specified, to inform the service provider in writing of changes that have occurred in his/her details, the service provider shall record changes in details when the customer physically show up in person.
VI.1 Internal Procedures for Customer Due Diligence

The Regulations shall include process descriptions for the identification of the customer, for the verification of the customer’s personal identity, for the identification of the beneficiary owner and for the verification of the personal identity of the beneficial owner if there are doubts as to the personal identity of the beneficial owner, as well as for the activity to reveal the purpose of the transaction order and its planned nature, as well as for the continuous monitoring of the business relationship. These process descriptions must also address the management of data obtained in the course of customer due diligence measures performed by the Financial Service Provider and by other service providers. 

The Regulations must provide for the cases, listed by the Financial Service Provider, where the Financial Service Provider will record the maximum data set indicated under Paragraph (3) of Article 7, Paragraph (3) of Article 8 and Paragraph (2) of Article 9 of the MLA in addition to the minimum data set prescribed under Paragraph (2) of Article 7, Paragraph (2) of Article 8 and Paragraph (1) of Article 9 of the MLA.

With regard to the option of the financial service provider pursuant to Article 12 of the MLA to apply simplified customer due diligence measures for customers representing a low risk of money laundering and terrorist financing, and with regard to the obligation of the service provider pursuant to Articles 14 and 16 of the MLA to apply mandatory enhanced customer due diligence for customers representing a high risk of money laundering and terrorist financing, the Internal Regulations must also include the internal procedures for simplified and enhanced customer due diligence.

Pursuant to the provisions of Paragraphs (1)-(2) and (5)-(8) of Article 18 of the MLA the Regulations must include provisions to define the range of other organisations whose completed customer due diligence measures will be accepted and to define the range of organisations that will be provided, with the consent of the customer, with data obtained by the Financial Service Provider in the course of its customer due diligence measures.

Provisions must be made for the internal data base available for carrying out the due diligence measures and for the means of data access for the individual administrators. There should be provisions for the storage of and access to media containing due diligence data, as well as for the related retention obligations.

In connection with information on the payer accompanying transfers of funds the Regulations shall provide for procedures for the identification of the payer, the verification, record-keeping and forwarding of payer details, and for the detection and treatment of funds transfers received with missing or incomplete payer information.
In connection with the implementation of Act CLXXX of 2007 on the implementation of financial restrictive measures and the freezing of assets as ordered by the European Union and on the related amendment of certain Acts, the Regulations must also specify the internal procedures for the reporting prescribed by the Act.
Customers shall inform Financial Service Provider organisations of any changes in the identity of the beneficial owner within 5 working days of learning of such changes. Financial Service Provider organisations shall include this requirement in their terms and conditions of contract.

VI.2 Specification of Procedural Standards and Codes of Conduct for Front-Office Employees
In line with their special organisational attributes Financial Service Providers shall specify codes of conduct for their employees to follow. This chapter recommends the following points for consideration:

1. What are the most important things that employees of the Financial Service Provider must do in order to know their customers better?

2. What should employees do, when deciding:

·  Whether a transaction is usual or unusual;

·  Whether the business activities of the customer justify the specific transaction;

·  Whether the appearance and the conduct of the customer is realistic and consistent with the specific transaction;

·  Whether or not the specific transaction represents a sudden change in the foregoing financial practices of the customer;

·  Whether the customer is subject to financial restrictive measures or the freezing of assets, or whether the subject of the financial restrictive measures or the freezing of assets will draw pecuniary benefits from the specific transaction.

3. What are the responsibilities of the employees while reporting data, facts or circumstances that indicate money laundering and terrorist financing, that call for the definition of reporting routes to be followed by the employees of the Financial Service Provider?

4. What audit responsibilities arise from the relationship between the activities to fight money laundering and terrorist financing and internal audit?

The employee carrying out the specific transaction and signing the contract shall be responsible for recording the identification details, filling in the data forms and obtaining the declaration, as well as filling in the reporting data sheet and sending it to the designated person. If some data, facts or circumstances emerge that indicate money laundering or terrorist financing in relation to the transaction on the basis of the criteria to be presented later or otherwise, then the employee shall without delay send his/her completed data sheet to the person designated for reporting.

VI.3 Customer Due Diligence for Natural Persons

When establishing a business relationship and when executing a transaction order for an amount equal to or greater than three million six hundred thousand Hungarian Forints, also with consideration to several de-facto related transaction orders, or if some data, facts or circumstances emerge that indicate money laundering or terrorist financing and if the customer was not previously subjected to due diligence measures and if there are doubts as to the veracity and adequacy of previously obtained customer identification data, the Financial Service Provider shall identify and verify the personal identity of the customer, of the proxy, of the person with disposal powers or of the representative.
For natural persons Financial Service Providers shall record at least the following details in writing (minimum data set):

· Last name and first name (name at birth);

· Citizenship;

· Address (as shown in the personal identity certificate or in the authority-issued residence certificate, or the text „no address” if an address is not available);

· And the number(s) and type(s) of the customer’s identification document(s).

For natural persons who are foreigners Financial Service Providers shall document the above details using their identification documents, as well as their place of stay in Hungary (if available).

Financial Service Providers may decide, on a risk-sensitive basis, to record further details (maximum data set) in addition to the minimum data set.

In such cases Financial Service Providers shall also record the following details for natural persons:

·  Place and date of birth;

·  Mother’s maiden name.

In order to verify personal identities Financial Service Providers shall demand that customers present the following documents:

For natural persons:

· For Hungarian citizens the authority-issued document suitable for personal identification and the authority-issued residence certificate;
· For natural persons who are foreigners a passport or a personal identity certificate provided it entitles the holder to reside in Hungary, or a document providing proof of the right of the holder to reside in Hungary or a document entitling the holder to reside in Hungary;
· For natural persons who have not yet reached 14 years of age, the authority-issued certificate of the personal identifier and the authority-issued residence certificate, or the passport and the authority-issued residence certificate.
Financial Service Providers shall also verify the validity of identity documents presented.

Financial Service Providers shall obtain information on the purpose and planned nature of business relationships and transaction orders. To this purpose they shall record at least the following details (minimum data set).

· The contract type, subject matter and term for business relationships;
· The subject matter and period for transaction orders.
In addition to the above, Financial Service Providers may also record the following details (maximum data set) on a risk-sensitive basis in order to prevent and deter money laundering and terrorist financing:

· The circumstances (place, date and time, method) of execution.
Business relationships shall be monitored continuously in order to verify that specific transaction orders are consistent with the details available about the customer pursuant to statutes. Monitoring shall also include the analysis of transaction orders executed during the life of the business relationship.
VI.4 Customer Due Diligence for Legal Entities and Legal Arrangements
For the purposes of identification Financial Service Providers shall record at least the following customer details (minimum data set):

· Name and short name;

· Address of the registered office and the address of the branch office in Hungary for enterprises registered abroad;

· Corporate registration number or for other legal entities the number of the resolution by which the entity was created (registered, incorporated) or its registration number.
Financial Service Providers may decide, on a risk-sensitive basis, to record further details (maximum data set) in addition to the minimum data set as follows:

· Principal activity;

· Names and positions of the authorised representatives;

· Identification details of the agent for service of process.

In addition to presenting the documents indicated under V.3 for persons authorised to act on behalf of and in the name of legal entities or legal arrangements, Financial Service Providers shall require the presentation of further documents not older than 30 days as proof of the following:

1. That a domestic business has been registered by the court of registration or that the business has submitted an application for registration, that a private entrepreneur’s certificate has been issued to a private entrepreneur or that the private entrepreneur has submitted an application for a private entrepreneur’s certificate to the town clerk of the district centre.

2. That the entity has been entered into the records, in the case of other domestic legal entities whose creation requires that an authority or court enter them into its records. 

3. That a foreign legal entity or legal arrangement has been registered or entered into records as required by the laws of its country.

4. If the submission of an application for the registration of a company, or to enter an entity into the records of some authority or court is yet to be made, the articles of association (charter of foundation, statutes) of such legal entity or legal arrangement.

The identification of a foreign legal entity or legal arrangement shall require a certificate, not older than 30 days, of incorporation or of entry into the records as required by the laws of its own country. Financial Service Providers shall specify in their Internal Regulations, on a risk-sensitive basis, the cases where they will require certified translations of the registration documents or certificates required for identification.
In the case specified under Section 4, the legal entity or legal arrangement shall provide official documentary proof of its incorporation or entry into the records within 30 days following its incorporation or entry into the records of some authority or court and the Financial Service Provider shall record the corporate registration number or other registration number.
Following due diligence measures on a legal entity or legal arrangement Financial Service Providers shall also carry out due diligence measures on the person acting in the name or on behalf of the legal entity or legal arrangement.

When verifying personal identity the Financial Service Provider shall also verify the validity of the document presented as proof of identity.

If some detail is not shown in the accepted document or if the customer has no address card, then this fact shall also be documented.

Financial Service Providers shall obtain information on the purpose and planned nature of business relationships and transaction orders. To this end they shall record at least the following details (minimum data set):

· The contract type, subject matter and term for business relationships;
· The subject matter and the amount for transaction orders.
In addition to the above, Financial Service Providers may also record the following details (maximum data set) on a risk-sensitive basis:

· The circumstances (place, date and time, method) of execution.
Business relationships shall be monitored continuously in order to verify that specific transaction orders are consistent with the details available about the customer pursuant to statutes. Monitoring shall also include the analysis of transaction orders executed during the life of the business relationship.

VI.5 Identification and Verification of the Personal Identity of the Beneficial Owner

In the course of their customer due diligence measures Financial Service Providers shall obtain written declarations from their customers on whether transaction orders are executed on behalf of the customer or on behalf of someone else.

If a customer declares to the service provider in writing that he/she is not acting on his own behalf but in the name and on behalf of a beneficial owner, then the written declaration should contain the following details for the beneficial owner (minimum data set):

· The name of the beneficial owner;

· The address of the beneficial owner;

· The citizenship of the beneficial owner.

Financial Service Providers may request these three details to be provided for the beneficial owner of a legal entity or legal arrangement if the details cannot be found in the documents presented.
Financial Service Providers may also record the following details (maximum data set) on a risk-sensitive basis:

· Type and number of the identity document;

· Place of stay in Hungary for natural persons who are foreigners;

· Place and date of birth;

· Mother’s maiden name.

The declaration may be part of the contract or may be made on a separate form, but it is a requirement for the customer to make the declaration in full understanding of his/her liability under criminal law.

If a customer refuses to make a declaration or if comprehensive customer due diligence measures are not possible, the Financial Service Provider shall refuse to execute the transaction order, shall not establish a business relationship with the customer, or shall terminate the business relationship with the customer.

If there are doubts as to the identity of the beneficial owner the Financial Service Provider shall call upon the customer to make a repeated declaration in writing, and if there are doubts as to the personal identity of the beneficial owner the Financial Service Provider shall take measures in order to verify the personal identity details of the beneficial owner in records available for this purpose pursuant to legal statutes or in records accessible to the public.

During the life of their contractual relationships customers shall inform Financial Service Provider organisations of any changes in the identity of the beneficial owner within 5 working days of learning of such changes. Financial Service Provider organisations shall include this requirement in their terms and conditions of contract.

VI.6 Simplified Customer Due Diligence

Pursuant to Article 12 of the MLA, simplified customer due diligence measures may be applied for customers representing a low risk of money laundering or terrorist financing.

Under this regime financial service providers shall only monitor the business relationship, while customer due diligence measures are to be carried out only if some data, facts or circumstances emerge that indicate money laundering or terrorist financing.

Financial Service Providers may apply simplified customer due diligence measures if the customer is engaged in providing financial services, supplementary financial services, investment services, supplementary services for investment services, insurance, insurance brokerage and employer’s pension services, services on the commodities exchange, postal currency brokerage, postal money transfers, the receipt and delivery of domestic and international postal money orders or operating as a voluntary mutual insurance fund and if it conducts its activities within the territory of the European Union.

Financial Service Providers may also apply simplified customer due diligence measures if the customer qualifies as a service provider and is engaged in providing financial services, supplementary financial services, investment services, supplementary services for investment services, insurance, insurance brokerage and employer’s pension services, services on the commodities exchange, postal currency brokerage, postal money transfers, the receipt and delivery of domestic and international postal money orders or operating as a voluntary mutual insurance fund, and has its registered offices in a third country that imposes requirements equivalent to those laid down in the MLA, and is subject to supervision for the enforcement of those requirements.

Financial Service Providers may conduct a simplified due diligence procedure if the customer is a company whose securities have been introduced to the regulated market in one or more member states, or is a company from a third country that imposes disclosure requirements consistent with community standards. In addition, Financial Service Providers may also conduct a simplified due diligence procedure if the customer qualifies as a supervisory agency in the application of the MLA, including the Hungarian Financial Supervisory Authority, the National Bank of Hungary, the Chamber of Hungarian Auditors, the Tax and Financial Control Administration, the Hungarian Trade Licensing Office, the Central Law Enforcement Directorate of the Hungarian Customs and Finance Guard, for lawyers the bar association where the lawyer is a member and for notaries public the chamber where the notary public is a member.
Financial Service Providers shall carry out simplified customer due diligence measures if the customer is a central state administrative agency, a local government, or an agency of the European Community, the European Economic and Social Committee, the Committee of the Regions, the European Central Bank and the European Investment Bank.

VI.7 Enhanced Customer Due Diligence

Financial Service Providers shall employ an enhanced customer due diligence procedure for customers and transactions representing a high risk of money laundering or terrorist financing.

Financial Service Provider shall mandate the application of enhanced customer due diligence measures in the following four cases:

1. If a customer is not physically present in person for identification;

2. Upon the establishment of a cross-border corresponding banking relationship with a service provider having its registered office in a third country;

3. When establishing a business relationship with and executing a transaction order for a politically exposed person with residence in another member state or in a third country;

4. For service providers engaged in money changing activities.

1. Customer Due Diligence if the Customer is Not Physically Present in Person

In the course of identification Financial Service Providers shall record the maximum data set as specified for customer due diligence if a customer with either domestic or foreign residence is not physically present in person.

In order to enable the verification of personal identity the customer shall also submit to the service provider certified copies of documents prescribed for customer due diligence measures. A certified copy of a document is acceptable for identification and the verification of personal identity, if the certified copy was prepared by a Hungarian consular officer or a notary public who has also attached a corresponding certification, or if the Hungarian consular officer or the notary public has furnished the copy with a certification that certifies that it is identical to the original. In the course of verification, copies are also acceptable if prepared by an agency authorised to prepare certified copies in the state where the original document was issued, and if the Hungarian consular officer has legalised the signature and the stamp of this agency on the copy, unless otherwise provided for by some international treaty.

2. Customer Due Diligence Measures for Corresponding Banking Relationships 

Orders within the framework of a corresponding banking relationship from service providers having their registered offices in a third country shall only be accepted by Financial Service Providers if they have carried out customer due diligence measures on the service provider from the third country prior to having established the corresponding banking relationship and if they have prepared a discovery analysis of the instruments employed to combat money laundering and terrorist financing. In addition, they shall have satisfied themselves that the service provider with its registered office in the third country has verified the personal identity of the customer who has direct access to the correspondence account and performs continuous monitoring of the business relationship and can provide the relevant customer due diligence details if requested.
Before establishing a correspondence banking relationship financial service providers may examine whether or not the specific service provider or the country where it is registered is included on the list of “non-cooperative” or “not sufficiently cooperative” countries as published by the FATF, or on the sanctions list of the European Union or on the sanctions list of the UNO.
It is not recommended for financial service providers to establish correspondence banking relationships if the specific service provider is included on the list of “non cooperative” or “not sufficiently cooperative” countries as published by the FATF and/or on the sanctions list of the European Union or on the sanctions list of the UNO.
Before establishing a correspondence banking relationship with a service provider that has its registered office in a third country, Financial Service Providers shall request documents necessary to carry out customer due diligence measures, and in order to prepare the discovery analysis they shall request the correspondent bank to complete a risk assessment document and a declaration of the beneficial owner for the customer, and to return those duly signed using their corporate signatures.
The establishment of correspondence banking relationships shall require the approval of the Manager designated in the organisational regulations of the Financial Service Provider organisation.
Financial Service Providers shall not establish and shall not maintain correspondence banking relationships with shell banks or with service providers that maintain correspondence banking relationships with shell banks.
3. Due Diligence Measures for Politically Exposed Persons Residing in a Foreign Country

A customer residing in a foreign country must in every case provide a written declaration to the Financial Service Provider whether he/she qualifies as a politically exposed person under the law of his/her country of residence, and in what capacity if yes.

The execution of transaction orders for politically exposed persons residing in foreign countries shall require the approval of the Manager specified in the organisational regulations of the Financial Service Provider.

If a Financial Service Provider has doubts as to the veracity of the declaration, it shall take measures to verify the declaration in records available for this purpose pursuant to legal statutes or in records accessible to the public.

Financial Service Providers shall carry out all customer due diligence measures with regard to politically exposed persons residing in a foreign country, i.e., shall record the minimum data set using the identification document presented and may decide on a risk-sensitive basis to record further details, shall verify the personal identity of the customer and shall identify the beneficial owner, and if there are doubts as to the personal identity of the beneficial owner they shall also verify the personal identity of the beneficial owner, shall record the details of the business relationship and the transaction order and shall perform continuous monitoring of the business relationship.

4. Due Diligence Measures when Changing Money

When changing money in an amount equal to or more than five hundred thousand Hungarian Forints Financial Service Providers shall identify their customers using the maximum data set as specified in the customer due diligence provisions, shall verify the personal identity of the customer, shall identify the beneficial owner and shall verify the personal identity of the beneficial owner and shall record the details of the transaction order. The customer due diligence obligation shall extend to several de-facto related transaction orders if the total value of those reaches five hundred thousand Hungarian Forints.

The following shall be shown on transaction documents for natural persons:

·  Name;
·  Residence address;
·  Type and number of identification document;
·  Place of stay in Hungary for natural persons residing in a foreign country.
The following shall be shown on transaction documents for legal entities and legal arrangements:
·  Name;
·  Registered address;
·  Corporate registration number or for other legal entities the number of the resolution by which the entity was created (registered, incorporated) or its registration number.
VI.8 Customer Due Diligence Measures Carried Out by Other Service Providers

The MLA allows Financial Service Providers to accept the results of customer due diligence measures carried out by other service providers, but the responsibility to comply with customer due diligence requirements shall remain with the service provider that accepts the results of customer due diligence measures carried out by other service providers.

Financial Service Providers are entitled to accept the results of customer due diligence measures carried out by service providers specified under Sections a)-e) and l) of Paragraph (1) of Article 1 of the MLA with the exception of service providers providing cash transfer and money changing services, if active in the territory of the Republic of Hungary or in another member state of the European Union or in a third country imposing customer due diligence and record-keeping requirements as laid down in the Act or equivalent to those, and such results shall be acceptable also if the scope of the official documents and data underlying the requirements are not identical to those specified by the MLA.

The results of customer due diligence measures performed by other service providers shall be acceptable subject to the consent of the customer, because a service provider is only entitled to provide data required by another service provider for customer due diligence if the affected customer provides his/her consent.

If the customer due diligence measures were performed by a service provider active in a third country, then such service provider must comply with requirements pursuant to Paragraph (6) of Article 18 of the MLA, i.e., it must be listed in a trade register and must apply customer due diligence and record-keeping requirements as laid down in the Act or equivalent to those, and must also be subject to supervision according to the requirements specified in the MLA or equivalent to those, or its registered office must be located in a third country that imposes requirements equivalent to those laid down in this Act.

If a service provider active in a third country fulfils the above requirements, the Financial Service Provider shall inform the Hungarian Financial Supervisory Authority of this.

Customer due diligence measures carried out by agents of Financial Service Providers shall not qualify as customer due diligence measures carried out by another service provider, because pursuant to the law agents are considered as parts of the financial service providers. The activities of an agent in the course of customer due diligence measures shall be considered as if carried out by the financial service provider itself.

VII REPORTING OBLIGATION

Pursuant to Paragraph (1) of Article 23 of the MLA, if some data, facts or circumstances emerge that indicate money laundering or terrorist financing, the manager or the employee of the Financial Service Provider organisation shall subject the customer to due diligence measures regardless of the value threshold, if not carried out already earlier, and shall without delay report the emergence of the data, fact or circumstance that indicates money laundering or terrorist financing by completing and forwarding the attached form. Designated persons shall not refuse to forward such reports.

Financial Service Providers shall elect a designated person from among their employees, to be responsible primarily for forwarding, without delay, reports to the Authority Acting as the Financial Intelligence Unit. In addition, the designated person shall participate in organising training for employees and in leading the fight against money laundering and terrorist financing.

If possible the designated person should be a senior employee of the service provider.
The person designated in the internal procedural regulations for the reporting requirement, or his/her deputy shall be available to the service provider organisation’s employees at all times during work hours and shall forward reports without delay to the Authority Acting as the Financial Intelligence Unit.

Financial Service Provider organisations shall provide information within five working days to the Authority Acting as the Financial Intelligence Unit, of the identity of their designated employees and of any changes thereto.

With consideration to the secrecy provisions of the legal statute governing Financial Service Providers, designated persons shall forward reports via encrypted electronic mail or through postal delivery with return receipt or by facsimile, or if there is a danger in delay, they shall provide prior notification to the Financial Intelligence Unit of the necessary details by telephone.

As of December 15, 2008, reports are to be forwarded to the Authority Acting as the Financial Intelligence Unit exclusively in the form of encrypted electronic mail.

The reports must in every case contain the details recorded in the course of customer due diligence, including the details of the customer and of the beneficial owner, the contract type, subject matter and term of the business relationship, the subject matter and the amount of the transaction order and the place, date and method of execution if available, and a presentation of the data that indicate money laundering or terrorist financing and a description of the circumstances.

Financial Service Providers shall not execute the affected transaction order prior to forwarding the report, unless it is impossible to block the execution of the transaction order or if reporting prior to the execution of the transaction order would endanger the ability to trace the beneficial owner.

VII.1. Suspension of Transactions
Subject to Article 24 of the MLA financial service providers shall suspend the execution of transactions connected with data, facts or circumstances that indicate money laundering and terrorist financing, if they believe an immediate action by the Authority acting as the Financial Intelligence Unit is necessary in order to verify the data, facts or circumstances that indicate money laundering or terrorist financing.
Concurrently with the suspension Financial Service Providers shall notify the Authority acting as the Financial Intelligence Unit. Designated persons shall forward reports of affected transactions via encrypted electronic mail or through postal delivery with return receipt or by facsimile, or if there is a danger in delay, they shall provide prior notification to the Financial Intelligence Unit of the necessary details by telephone.
Financial Service Providers shall execute suspended transactions if informed by the Authority acting as the Financial Intelligence Unit that no measures have been taken pursuant to the provisions of the Act on criminal procedures, or if one working day has passed following the reporting of a domestic transaction or two working days have passed following the reporting of a non domestic transaction without any notification having been received from the Authority acting as the Financial Intelligence Unit.

VII.1 The Obligations, Rights and Responsibilities of the Financial Service Provider’s Employees in Activities for the Prevention and Deterrence of Money Laundering and Terrorist Financing
VII.1.1 Front-Office Administrators and Those Who Process Payment Orders

Obligations:

· To carry out due diligence measures, such as to record identification details when identifying customers, to fill in data sheets or to verify the personal identity of customers identified, to identify beneficial owners and if in doubt, to verify the personal identity of beneficial owners, to reveal the purpose and planned nature of business relationships and to perform continuous monitoring of business relationships;
· To complete reporting data sheets if some data, facts or circumstances emerge that indicate money laundering or terrorist financing;

· To provide detailed and accurate descriptions in reports of data, facts or circumstances that indicate money laundering or terrorist financing;

· To forward completed data sheets to the designated person without delay;

· To maintain the secrecy of reporting and of the inspection vis-à-vis the customer.

Rights:

· Right to anonymity, pursuant to which the names of employees taking action shall not be included on reports. Reporting sheets must indicate the branch that is the “case owner”. Designated persons shall provide the personal details of employees initiating reporting to the authority only if specifically requested by the Authority acting as the Financial Intelligence Unit.

· Right to be free of the obligation of banking secrecy when initiating bona-fide reports regardless of whether or not such reports are proven to be well founded, and the right not to be made responsible due to such reporting.

VII.2.2. Designated Persons
Obligation:

· To immediately forward received reports to the Authority Acting as the Financial Intelligence Unit.

Responsibilities:

· To request clarification from the account manager on unusual transactions of which information was obtained by other means and to forward such information in the form of a report;

· To organise training and continuing training for employees on a regular basis but at least once a year, with the exchange of up-to-date experience;

· To liaise with the designated units of the Authority acting as the Financial Intelligence Unit and if properly requested to provide information on reported accounts, customers and contractual relationships and transactions not included in the reports (all requests for information must comply with requirements set out in other statutes, such as in Act CXII of 1996 on Credit Institutions and Financial Enterprises or in Act XIX of 1998 on Criminal Proceedings).

· To develop the purpose, function, rules and regulations of audits related to the prevention and deterrence of money laundering and terrorist financing.

VII.2.3. Compliance
Obligations:

· To audit compliance – also by money changer agents – with the rules for the prevention and deterrence of money laundering and terrorist financing on a regular basis but at least once a year, and within this with regard to the accurate conduct of customer due diligence measures, and to examine training activities and the screening system;

· To inform the supervisory board (board of directors) of the audit findings.

Rights:

· Right to access the data required for topical audits related to the prevention and deterrence of money laundering and terrorist financing.

VII.2.4.
Internal Audit
If a financial service provider does not have a separate compliance function, then the rights and obligations listed under Section VII.2.3 shall rest with Internal Audit.
VII.2.5 Contents of Reporting (based on the form, see the annex):

· Name and details of the reporting Financial Service Provider, name, work address and telephone number of the designated person;

· Date of reporting;

· Transaction date;

· Personal details recorded while complying with the due diligence obligation;

· Identification details determined for business organisations;

· Transaction details, and in specific the type of the transaction – cash payment or receipt, wire transfer, conversion, transfer between accounts, etc. –, the amount involved, the currency, the persons involved (payee, payer, accounts involved, etc.);

· Detailed description of the data, fact or circumstance that indicates money laundering or terrorist financing, which shall not be exhausted by providing only a description of the unusual transaction on the level of typology, but should also include if possible an attachment with a detailed account statement for the affected period, the experience with the customer, the customer’s behaviour to date and any other information that could help the Authority acting as the Financial Intelligence Unit to fulfil its function.

Pursuant to the provisions of the MLA, reports shall be sent to the Authority acting as the Financial Intelligence Unit.

If some data, facts or circumstances emerge that indicate money laundering or terrorist financing, the Authority acting as the Financial Intelligence Unit may request the Financial Service Provider or any other service provider governed by the MLA to provide additional information. Service providers shall comply with such requests for additional information.

VII.3 Internal Procedural Regulations for Reporting

The following are to be specified:

1. The way in which completed data sheets are to be forwarded by front-office administrators who execute due diligence measures as well as verify and process documents, by the managers and employees who by virtue of their position can detect data, facts and circumstances that indicate money laundering or terrorist financing, and by employees who analyse transactions, as well as how they should obtain confirmation of receipt from those receiving the data sheets;

2. The way in which reports sent to the Authority acting as the Financial Intelligence Unit are to be acknowledged;

3. The record-keeping and secrecy rules for reporting;

4. The obligation for the retention of documents and the eight years period prescribed in the law.

VIII. SECRECY RULES

Compliance with the reporting obligation shall not be considered a breach of banking secrecy or a breach of some other restriction on the supply of data or information, whether under some legislation or pursuant to contract.

Banking secrets include all facts, information, solutions or data at the disposal of the financial institution about the individual customer that relate to the customer’s personal identity, details, property situation, business and economic activities, ownership and business connections and the balance of his/her account maintained at the financial institution, as well as any information that relates to the contracts concluded between the customer and the financial institution.

All persons with any form of access to banking secrets are subject to the obligation of banking secrecy. A person subject to the obligation of banking secrecy who discloses a banking secret to an unauthorised person for illegal gain or thereby causes harm to the property of another, or who without authorisation obtains, makes use of, communicates to another or publicly discloses a business secret for illegal gain or thereby causes harm to the property of another, is guilty of a felony and is punishable with up to three years of imprisonment.

If some data, facts or circumstances emerge that indicate money laundering or terrorist financing, the Authority acting as the Financial Intelligence Unit may request the Financial Service Provider to provide data or information that represent banking secrets, securities secrets or business secrets, which the Financial Service Provider shall not refuse to provide.

A person who complies with the obligation to report data, facts or circumstances that indicate money laundering or terrorist financing or who initiates such reporting, shall not be punishable for the violation of either a business secret or a banking secret, not even if the bona-fide reporting later proves to be unfounded.

IX PROHIBITION OF DISCLOSURE

Pursuant to Paragraph (1) of Article 27 of the MLA Financial Service Providers shall not disclose to the customer concerned or to other third persons or organisations the fact that a report has been made or information has been transmitted in response to a request or the contents of such information, that a transaction has been suspended, the identity of the reporting person, or whether or not a criminal investigation has been initiated against the customer. Furthermore, Financial Service Providers shall ensure that the act of reporting, the contents of the report and the identity of the reporting person shall remain secret.

This prohibition shall not extend to disclosures made to the Hungarian Financial Supervisory Authority or to the investigating authority conducting the criminal investigation, if they request information in order to fulfil their responsibilities under the law.

This prohibition shall not apply to data forwarded for consolidated supervision or for supplementary supervision of financial conglomerates as specified under the Credit Market Act, to the disclosure of information between institutions of member states or third countries which impose requirements equivalent to those laid down in this Act and which are subject to supervision with regard to compliance with these requirements.

For service providers providing financial services, supplementary financial services, investment services, supplementary services for investment services, insurance services, insurance brokerage and employer’s pension services, services related to the commodities exchange, postal currency brokerage, postal money transfers, the receipt and delivery of domestic and international postal money orders or operating as a voluntary mutual insurance fund the prohibition shall not apply to the disclosure of information between two or more involved service providers, subject to the following conditions:

·  The information should relate to the same customer and to the same transaction;

·  Of the two or more Financial Service Providers at least one should be engaged in activities subject to the MLA and the other service providers should be domiciled in another member state or in a third country which imposes requirements equivalent to those laid down in this Act;

·  The involved service providers should be engaged in identical activities as specified under Paragraph (1) of Article 1 of the MLA;

·  The service providers should be subject to requirements equivalent to the domestic requirements with regard to professional secrecy and the protection of personal data.

The financial service provider shall notify the Hungarian Financial Supervisory Authority if a third country meets the conditions for equivalent requirements as specified in the Act. /Paragraphs (3)-(5) of Article 27/
X SCREENING SYSTEM
In order to deter business relationships and transaction orders that may enable or implement money laundering or terrorist financing, Financial Service Providers shall operate internal audit and information systems to assist in customer due diligence, reporting and record-keeping.

This obligation under the law should be segregated from the monitoring activities performed by the financial service provider, an obligation of the financial service provider to perform continuous monitoring of the business relationship including to analyse the transaction orders executed while the business relationship is active, in order to determine whether or not a transaction order is consistent with the data legally available to the service provider about the customer.

In order to fully comply with their monitoring obligations specified in the law, financial service providers shall operate automatic screening systems using their existing IT resources, to screen their account management systems for unusual transactions and to forward those for analysis to their designated persons. Such systems shall analyse both outgoing and incoming transfers. Smaller financial organisations without externally accessible account management systems or with a low number of transactions per day may use manual methods to control and record unusual events. It is the responsibility of the Designated Person to ensure that control mechanisms are created and operated to ensure the application of monitoring. The Designated Person shall analyse screened transactions and shall immediately report those where data, facts or circumstances emerge that indicate money laundering or terrorist financing.
Transaction screening criteria could include the following:
·  Transaction received from or sent to off-shore institutions;
·  The amount of the transfer;
·  If a business relationship is unusual for an industry sector;

·  The frequency and the size of the transactions;

·  Type and number of target accounts;
·  Transactions between foreign accounts of business organisations with registered offices in a foreign country, in values exceeding HUF 10 million (HUF 20 million);
·  Lists compiled by the European Union, the United Nations and the authorities of other countries, officially published in Hungary, as well as other „grounds for suspicion”.
XI IMPLEMENTATION OF FINANCIAL RESTRICTIVE MEASURES AND THE FREEZING OF ASSETS AS ORDERED BY THE EUROPEAN UNION

Financial Service Providers shall proceed in compliance with the provisions of Act CLXXX of 2007 on the implementation of financial restrictive measures and the freezing of assets as ordered by the European Union and on the related amendment of certain Acts.

The purpose of the Act is to order the freeze of the economic resources and financial assets of natural persons and legal entities and other groups and organisations involved in terrorism. This has introduced a new legal institution for the seizure of assets in an administrative process independently from a criminal procedure. Freezing does not represent the final confiscation of economic resources and financial assets, but rather a suspension of the possibility to exercise the related rights.

A freeze regulated by the Act may not be ordered on its own, but relates to the implementation of financial restrictive measures and the freezing of assets as ordered by the European Union. If the community decree and the community resolution passed on the basis of the authorisation contained in the decree orders restrictive measures, then the provisions of this Act and the provisions of the Act on juridical enforcement are to be followed.

Pursuant to Article 10 of the Act Financial Service Providers shall without delay report to the Authority acting as the Financial Intelligence Unit every data, fact and circumstance that may indicate that the person subjected to financial restrictive measures or the freezing of assets has financial assets or economic resources in Hungary which are subject to the financial restrictive measures or the freezing of assets.

The Authority acting as the Financial Intelligence Unit shall examine the report made by the Financial Service Provider – also disclosing the personal details as laid down in Paragraph (1) of Article 7 of the Act – within one working day for domestic transactions and within two working days for non domestic transactions from the date that the report was made.

In the course of this examination the Financial Intelligence Unit determines whether the person subject to financial restrictive measures or the freezing of assets has financial assets or economic resources in the territory of the Republic of Hungary that are subject to the financial restrictive measures and the freezing of assets, and whether the specific transaction provides an economic gain to the person subject to the financial restrictive measures and the freezing of assets.

In the course of the investigation the data contained in the report are evaluated as to whether they are identical to the data included in the community legal action providing for the financial restrictive measures or the freezing of assets. On the basis of its investigation the Authority acting as the Financial Intelligence Unit initiates a freeze of which it also notifies the Financial Service Provider that has made the report, or notifies the reporting Financial Service Provider if the conditions for the initiation of a freeze are not met.

Financial Service Providers shall refrain from executing a transaction that may involve financial assets or economic resources subject to financial restrictive measures or the freezing of assets on the basis of the data, facts or circumstances underlying the reporting, for one working day following the reporting for domestic transaction or for two working days following the reporting for non domestic transactions, except if the Financial Service Provider receives information within the above deadline from the Authority acting as the Financial Intelligence Unit that the person concerned is not subjected to financial restrictive measures or the freezing of assets.

Financial Service Providers may also execute the transaction within one working day following the reporting of a domestic transaction or within two working days following the reporting of a non domestic transaction if they receive information within the above deadline that the person concerned is not subject to financial restrictive measures or the freezing of assets.

Transaction shall be executed after one working day following the reporting of a domestic transaction or after two working days following the reporting of a non domestic transaction, except if the Financial Service Provider receives information within the above deadline that the person concerned is subject to financial restrictive measures or the freezing of assets

When implementing Act CLXXX of 2007 on the implementation of financial restrictive measures and the freezing of assets as ordered by the European Union and on the related amendment of certain Acts, Financial Service Providers shall apply, of the provisions of these regulations in connection with the MLA, the rules for the reporting obligation, the prohibition of disclosure, the screening system, record-keeping and the obligation for the retention of documents, and shall include the information related to this Act in their training and continuing training curricula.
The procedure to be applied for persons and organisations included on lists for restrictive measures ordered by the European Union shall be discussed separately from the measures to be carried out for persons or organisations included on lists prepared by the UN or the USA.

The European Union Lists shall mean the lists specified in the annexes to the Council Regulations created in order to combat terrorist financing and which are to be applied directly (881/2002/EC and 2580/2001/EC). Financial Service Providers shall apply the provisions of Act CLXXX of 2007 with regard to persons or organisations included on these lists.

If in order to combat terrorist financing a Financial Service Provider also screens against other lists, then for persons and organisations included on such lists the Financial Service Provider shall conduct reporting pursuant to Paragraph (2) of Article 23 of the MLA, i.e., if some data, facts or circumstances emerge that indicate money laundering or terrorist financing, provided that the data is not identical to persons or organisations included on lists specified in the annexes to the Council Regulations created in order to combat terrorist financing and which are to be applied directly.
XII RECORD KEEPING
Pursuant to Article 28 of the MLA Financial Service Providers shall maintain records of data obtained while carrying out customer due diligence measures and shall keep such data for at least eight years following the termination of the business relationship or the execution of the transaction order.

Such records shall contain data and documents obtained by Financial Service Providers in the course of customer due diligence measures and copies thereof – subject to customer consent –, as well as documents evidencing reporting activities or data supplied on request from the Authority acting as the Financial Intelligence Unit, as well as documents evidencing the suspension of transactions or copies thereof, which Financial Service Providers shall keep for eight years from the date that the data was recorded or from the date of reporting (suspension).

Records maintained by Financial Service Providers shall contain transaction orders transacted in cash (in Hungarian Forints or in foreign currency) in an amount of, or exceeding three million six hundred thousand Hungarian Forints.

Financial Service Providers shall maintain separate searchable and verifiable records of the minimum data set recorded during customer identification pursuant to Paragraph (1) of Article 7 of the MLA and of the maximum data set recorded pursuant to Paragraph (3) of Article 7 of the MLA, as well as of cases where enhanced customer due diligence measures are applied with regard to customers and transactions representing a high risk of money laundering or terrorist financing, and where the service provider accepts the results of customer due diligence measures performed by other organisations. Where electronic screening systems do not allow for separate data queries, Financial Service Providers shall maintain separate data records for internal and external audit purposes.

In order to fully comply with the data supply obligation as specified in the Decree issued by the Minister of Finance on the data set to be supplied to the HFSA and on the method of data supply, the data sets specified in the decree shall be kept in a way to enable separate queries for internal and external audit purposes.

XIII TRAINING AND CONTINUING TRAINING
Financial Service Providers shall take appropriate measures to acquaint their employees, engaged in activities pursuant to Paragraph (1) of Article 1 of the MLA, with the legislative provisions related to money laundering and terrorist financing, to recognise transaction orders that enable or implement money laundering or terrorist financing and to be able to proceed in compliance with this Act if some data, facts or circumstances emerge that indicate money laundering or terrorist financing. For this purpose the designated person shall develop rules for training and continuing training wherein appropriate measures shall be taken to train new employees and to organise regular continuing training for employees at least once every year, to record and document such training and to assess the knowledge acquired. Continuing training may cover legislation related to the prevention and deterrence of money laundering and terrorist financing, new emerging perpetration trends or changes in the Regulations. Training should also cover the definition of money laundering and terrorist financing, the internal procedures for identification and reporting, as well as the typology of unusual events. Within one year following the effective date of the MLA, i.e., before December 15, 2008, training shall always end with an examination using multiple choice questions to include concepts, delimitations as well as practical examples. Otherwise only new employees shall be required to pass an examination, the results of which, and the training thematic, the subject matter of the examinations as well as attendance shall be documented by the designated person. In other cases Financial Service Providers shall require attendance at continuing training, with the designated person recording the names, positions and job functions of the participants.

XIV ANNEXES
Regulations shall contain the following Annexes:

1. Typology of Unusual Transactions

2. Identification Form

3. Reporting Form

4. Contact details for the Authority acting as the Financial Intelligence Unit (administrators, telephone number, facsimile number) and the availability of the international lists prepared by authorities of other countries that are officially published in Hungary

5. Names, positions and telephone numbers of contact persons liaising with the Authority acting as the Financial Intelligence Unit.

6. Reporting Form for Measures to Freeze Assets

7. Regulation 1781/2006/EC on Information of the Payer Accompanying Transfers of Funds
Annex No. 1

UNUSUAL TRANSACTIONS

This annex contains the typology, organised into a uniform structure, of unusual transactions observed hitherto by the profession and affecting the operations of all service providers subject to the MLA.

1.) Money laundering using unusual cash transactions

a) If a natural person makes an unusually large cash deposit or cash withdrawal, especially if it is not in conformity with the customer’s profession. The physical presence of the customer should not in itself render the cash deposit suspicion-free. Example: A criminal will always have an orderly passport and will always maintain an orderly appearance, because he/she will not risk two things at the same time.

b) If there is a sudden significant increase in cash deposits or withdrawals by either a private individual or a company.

c) Customers with several relatively small deposits, which however are significant in total value.

d) Frequent exchange of cash into some other currency.

e) Significant movements of funds on an account that was previously inactive.

f) If customers arrive together and conduct high value cash transactions or foreign currency transactions at the same time with the same bank.

g) Regular cash transactions just below the value threshold for identification.

h) Withdrawal and deposit of cash on the same day or within a short time interval without the movement of cash, with the transaction affecting the accounts of several customers.

2.) Money laundering using bank accounts

a) If a customer maintains several bank accounts at the bank without this being justified by his/her business activities, and makes frequent transfers between the bank accounts without reasonable cause. Reasonable cause includes transfers performed to facilitate book-keeping.

b) If the movements of funds on bank accounts maintained for natural persons or legal entities do not indicate business activities, but significant amounts are credited or debited to the bank account without a clear purpose.

c) If general banking services are used in an unusual way, such as if interest due on a large deposit amount is disclaimed.

d) If several persons deposit regularly or large amounts to the same account.

e) If several people transfer smaller amounts of money to the same account, which are then transferred on to a third account that has no clear connection with the given account.

f) If a large amount of cash is placed in deposit and is offered as collateral by the owner of the bank account.

3.) Suspicious transactions of businesses organisations

a) If there is a change in ownership of the company and the background or appearance of the new owners (homeless, etc.) is inconsistent with the activities of the company, or if the financial activities of the company are suddenly transformed following the change in ownership.

b) Companies with financial indicators noticeably different from those of other similar companies.

c) If the owner of a business makes several deposits on the same day in different branches of the bank.

d) An account with transfers being conducted without a reasonable business purpose or inconsistent with the company owning the account or with its history (incoming and outgoing transfers, especially from and to countries that qualify as tax havens).

e) An account that receives many incoming transfers or many small deposits, with the entire amount subsequently being transferred, if the activity is inconsistent with the customer company or its history.

f) If a company makes frequent large cash deposits and maintains high balances but does not use other services such as loans, letters of credit, wage payment or tax payment services, etc.

g) Financial transactions using substitutes for money, with details missing or containing fictitious beneficiaries, senders, etc.

h) Unusual funds transfers between connected accounts, or the accounts of companies with clear interlocking ownership in addition to business relationships.

i) If the extent of cash deposits and their placement and frequency are inconsistent with the company’s activities.

j) If a company is managed by a person – duly authorized to represent the company – whose appearance and abilities clearly make him/her unsuitable for such activities, especially if the account is controlled by a person who is not employed by the company.

k) If the same person or group controls the account or accounts of several companies and if there are regular funds movements on the accounts.

l) If transfers to the account are frequently returned due to contracts not having been concluded or due to erroneous transfers.

m) If a company established with the minimum required capital conducts significant turnover or receives a large loan from another bank.

n) If members provide frequent and unreasonable loans to the company and if the individual or total amount of these loans is suspiciously high.

o) If a current account credit if provided for the day, transferred in a single amount between closed companies related to each other in ownership and in funding without a real economic substance, and if at the end of the day the amount returns to the bank account of the company that has initiated the transfer.

4.) Money laundering using transactions associated with investments

a) If there is increased demand for investment services where the source of the allocated capital is not clear or it is foreign to the business activities of the customer.

b) Cash purchase of securities in a high value, purchase in several instalments below the value threshold for identification.

c) Purchase, sale or possession of securities without reason or under unusual circumstances, such as where the financial situation of the firm does not justify a sale.

d) Purchase or sale of illiquid securities without an established market price or where it is not available from a public source or difficult to obtain, and where the transaction or the series of transactions is not consistent with the profile of the customer.

e) Instructions for derivative transactions where the customer continuously makes only profits or realises only losses vis-à-vis the same group of customers on the other side.

f) If the customer initiates a complex transaction affecting many accounts and companies, inconsistent with the profile of the customer, if the series of transactions includes transaction orders related to securities.

g) Regular instructions to carry out loss-making transactions, especially if the front-office employee specifically points out this fact to the attention of the customer.

h) Instructions for high magnitude transactions initiated with cash deposits.

i) Instructions for linked transactions to conduct cross-linked deals, initiated by several customers (businesses in general) that can be associated with each other.

j) If the same customer maintains several securities accounts without reason, with no significant turnover on either, but with a significant total invested amount.

k) If a customer holds physical securities in an unreasonably high amount – volume – despite the availability of electronic storage.

l) Withdrawal or transfer of the proceeds following a sale, with a subsequent instruction for a similar or even higher volume transaction following a new deposit.

5.) Money laundering via credit transactions

a) If customers suddenly repay their troubled loans.

b) Application for a loan against collateral where the origin of the collateral is unknown or if the collateral is not consistent with the financial standing of the customer.

c) Application for financing from a financial institution where the source of the customer’s financial contribution is not known.

d) Application for a loan when the customer has significant funds available on another account.

e) The use of funds from a loan that is inconsistent with the declared purpose of the loan.

f) An application for loans to off-shore companies or an application for a loan secured by a promissory note from an off-shore bank.

g) If the purpose of the loan as declared by the customer makes no economic sense, or if the customer offers to provide a cash collateral for the loan, while refusing to disclose its purpose. 

h) If a customer purchases depository receipts and uses them as collateral for a loan.

i) If a customer secures a loan with a cash deposit.

j) If a customer uses cash collateral deposited with an off-shore financial institution in order to obtain a loan.

k) If funds originating from a loan are unexpectedly directed to an off-shore territory.

l) If a customer unexpectedly repays a loan or a significant portion thereof without an economic precedent visible to the bank.

m) If a loan is repaid by a person with whom the customer had (has) no financial relationship.

6.) Money laundering using international activities

a) Contact with large amounts from companies registered in countries associated with drug trading.

b) Holding of large balances inconsistent with the customer’s usual business turnover with a subsequent transfer to a foreign country.

c) If a customer, in the course of his/her foreign trade activities, regularly deviates from the payment methods that are customary for the respective countries.

d) A customer is suspicious if he/she conducts a significant flow of finds with countries associated with the production of or trade in drugs, especially if the customer’s business profits are inconsistent with the economic and commercial structures of the respective countries.

e) Transactions affecting off-shore banks or shell-banks with names very similar to the name of a large legal financial institution.

f) Frequent payment orders or payment orders for large amounts where the beneficiary or the obligor is an off-shore institution and where this is inconsistent with the known business of the customer.

g) If a customer sends and receives transfers (to and from countries qualifying as tax havens), especially if such transactions have no visible business reasons or if such transactions are inconsistent with the business or the history of the customer. A typical case would be for an off-shore reinsurer to transfer a larger amount identified as commissions to a private individual.

h) Regular repeated transfers from the bank account (accounts) of a natural person to countries that qualify as tax havens.

i) If a customer receives transfers or sends transfers that are just below the value threshold for reporting or affect a number of banks, but there is no visible relationship between the transactions and the activities or history of the customer.

7.) Insufficient or suspicious information

a) If a business organisation is reluctant to provide comprehensive information about the business purpose of the enterprise, its previous banking relationships, officers, directors or place of business.

b) If a customer refuses to provide information when opening an account, or purchases cash substitutes above the specified threshold.

c) If a customer tries to open an account without references, a local address or personal identification (passport, driving license or social security card), or refuses to provide any other information required by the bank for opening an account.

d) If a potential borrower is reluctant or refuses to specify the purpose of a loan or the source of funds for repayment, or specifies a questionable purpose and/or source of funds.

e) If a customer provides very minimal information or information that seems to be false, or information that is difficult for the Bank to verify, especially with regard to his/her personal identity.

f) If a potential customer is reluctant or refuses to provide references, or the references cannot be verified or cannot be contacted.

g) If a person does not indicate his/her past or present employment on the loan application.

8.)  Unusual features or activities

a) If an account is maintained for a customer located at a distant address from the location of the bank or the branch, especially if another branch is available in closer proximity and there is no logical explanation for choosing a more distant branch.

b) Accounts or customers with frequent large amounts of cash deposits that are bundled with currency straps bearing the seals of other banks.

c) If the customer holding the account almost never visits the financial institution but has a number of couriers who deposit money onto his/her account.

d) If there are significant unexplained deviations from traditional banking practices.
e) If a customer’s willingness to take risks suddenly increases, diverging from his/her customary behaviour.

9.) Attempts to evade reporting or record-keeping requirements

a) If a customer attempts to enter into a financial transaction for an amount above a certain threshold, but retrieves a portion of the money when informed of the record-keeping or reporting requirement, in order to keep the transaction just below the specified threshold.

b) If a person takes cash to the financial institution and insists that the prescribed record-keeping or reporting forms should not be completed.

c) If a customer makes many deposits in short succession to a single account, each below the threshold for identification, or if he/she distributes large deposits to several accounts in order to evade mandatory reporting.

d) If a customer is reluctant to provide information that is required for identification, or is reluctant to carry on with the transaction when informed of the requirement to identify him-/herself.

e) If a customer forces or attempts to force a bank employee not to submit the required record-keeping or reporting forms.

10.) Money laundering using life insurance

a) Sudden significant increase in extraordinary payments or withdrawals by either a private individual or a legal entity.

b) A deposit of a significant amount for unit-linked life insurance not consistent with the customer profile.

c) Regular transactions just below the value threshold for identification.

d) Payments and withdrawals not consistent with the customer profile.

e) Use of a service in a form different from the general practice.

f) If a business organisation is reluctant to provide comprehensive information about the business purposes of its enterprise, about its previous banking relationships, officers, directors, or about its place of business activities.

g) If a customer refuses to provide information when entering into a contract.

h) If a customer intends to enter into a contract without disclosing his/her references, local address or personal identity (using a passport, driving license or social security card), or refuses to provide any other information required by the insurance company in order to enter into a contract.

i) If a customer provides very minimal information or information that seems to be false, or information that is difficult for the insurance company to verify, especially with regard to his/her personal identity.

j) If there are unexplained significant deviation from traditional insurance practices.

k) If a customer attempts to enter into a transaction or a contract for an amount above a certain threshold, but withdraws from entering into the contract when informed of the record-keeping or reporting requirement, in order to keep the transaction just below the specified threshold.

l) If a customer intends to make a cash payment and insists that the prescribed record-keeping or reporting forms should not be completed.

m) If a customer enters into many contracts below the value threshold for identification.

n) If a customer is reluctant to provide the information that is required for identification or to carry on with the transaction when informed of the requirement to identify him-/herself.

o) If a customer forces or attempts to force a bank employee not to submit the required record-keeping or reporting forms.

11.) Money laundering using the change of money
a) Possession of an unusually large sum if not consistent with the appearance or the behaviour of the customer.

b) Regular change of large amounts of money.

c) If customers arrive together and change large amounts of money at the same time.

d) A series of transactions, each just below the value threshold for identification.

e) Change of a large sum or regular change involving rarely used currencies 

f) If a customer is reluctant to identify him-/herself.

g) If a customer attempts to initiate a change above the value threshold, but retrieves a portion of the money when informed of the due diligence requirement, in order to keep the transaction just below the specified threshold.

h) Exchange of small denominations of currency into a larger denomination or sale with a concurrent purchase of a different currency.

12.) Money laundering via pawning

a) If customers suddenly repay their pawn loans.

b) If customers regularly pawn a large number of items, each representing a smaller value individually but a larger value in total, and if those are typically not redeemed.

c) A customer whose appearance gives reason to believe that he/she is not the owner of the pawned property.

d) If the customer is very nervous and his/her behaviour may give rise to the suspicion that he/she may have become involved in a money laundering transaction.

e) If the clothing and the behaviour of the customer are inconsistent with the quality of the pawned property.

f) If the customer rather withdraws from a transaction on hearing of identification.

g) If the purpose of the loan as declared by the customer does not make economic sense or if the customer refuses to disclose the purpose of the loan.

h) If a customer purchases depository receipts and uses them as collateral for a loan

i) If the registered office or the residence of the customer is located in one of the states listed in Annex No. 4.

j) If a different person tries to redeem a pawned property of significant value without providing an acceptable explanation.

13.) Transactions giving rise to the suspicion of terrorist financing
Terrorists usually maintain low profile behaviours and lifestyles to avoid causing suspicion in their environments, networks and financial practices. It is therefore impossible or difficult to specify the types of unusual transactions in relation to terrorists.

Terrorists collect unlawful funds as well as funds that typically seem lawful: in addition to protection moneys, blackmail and trading in drugs and arms they also collect funds from lawfully operating foundations as well as from not for profit organisations, and they also collect membership fees and sell publications.

a) It may be suspicious for instance, if a customer who is the citizen of a foreign country applied for not only one or two bank cards, but several when opening an account. After opening the account a long period – even several months – may pass before a transfer or cash payment is made to the account, which would then be withdrawn in cash within a short period of time from ATMs with the use of the cards. Subsequently the account may be dormant for a lengthy period of time, and then the process would be repeated.

b) It may also be suspicious if several persons cancelled their life insurance policies and requested payment to the same person.

Annex No. 2

DATA SHEET FOR IDENTIFICATION – TO BE COMPLETED EXCLUSIVELY BY THE SERVICE PROVIDER!

For compliance with the obligation prescribed under Article 7 of Act CXXXVI of 2007

 Details for natural persons (please mark the appropriate box with an X, items in italic are optional): 

	Family Name and First Name:
	

	Name at Birth 1:
	

	Citizenship:
	Hungarian:
	
	Other:
	

	Address:
	

	Type of Identifica-tion Document
	Personal Identity Certificate
	
	Address Certificate
	
	Driving License
	
	Pass-port
	
	Official certificate of the personal identifier
	
	Other
	

	Designation of the Other Document
	

	Number(s) in Sequence:
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Place and Date of Birth:
	
	
	
	
	
	Y
	
	
	M
	
	
	D

	Mother’s Maiden Name:
	


1: Previous Name, Maiden Name

Details for legal entities or legal arrangements (also to be completed for entrepreneurs)

	Name, Short Name:
	

	Registered Office / Address of Branch Office in Hungary:1
	

	Registration / Resolution, 
Record Number:
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Primary Activity:
	

	Name and Position of Authorised Representative:
	

	Identification Details for the 
Agent for Service of Process:
	


1: Address of the branch office in Hungary for enterprises registered in a foreign country:

Details recorded by:

Declaration by Customers residing in a Foreign Country

	I declare that I am not a Politically Exposed Person (Please mark with X)
	

	I declare that I am a Politically Exposed Person (enter the appropriate category code from the list below)
	


	2a)
	Heads of State, heads of government, ministers and deputy or assistant ministers;

	2b)
	Members of parliament;

	2c)
	Members of supreme courts, of constitutional courts or of other high-level judicial bodies whose decisions are not subject to further appeal;

	2d)
	Chairmen and members of courts of auditors or of the boards of central banks;

	2e)
	Ambassadors, chargés d'affaires and high-ranking professional officers (flag officers or generals) in the armed forces;

	2f)
	Members of the administrative, management or supervisory bodies of enterprises in majority state ownership;

	3)
	Immediate family members of persons mentioned in sections 1), i.e., close relatives as specified under Section b) of Article 685 of the Civil Code and partners considered by national law as equivalent to the spouse;

	4a)
	Any natural person who is known to have joint beneficial ownership of legal entities or legal arrangements, or any other close business relations, with a person referred to in Sections 2);

	4b)
	Any natural person who has sole beneficial ownership of a legal entity or legal arrangement which is known to have been set up for the benefit de facto of the person referred to in paragraph (2).


Date:










………….……………………………………………….












     Signature
DECLARATION OF BENEFICIAL OWNERSHIP BY THE CUSTOMER (Article 8)
TO BE COMPLETED BY THE CUSTOMER!

I the undersigned …….……………………………………………, (as a duly authorised representative of ………………………………………….)* hereby declare in full understanding of my liability under criminal law that:

1.) I act as a natural person on my own behalf.*

2.) I act as a natural person on behalf of the following person(s):*

3.) The legal entity or legal arrangement acts on its own behalf.**

4.) The legal entity or legal arrangement acts on behalf of the following person(s).**

	1:
	
	1:
	

	2:
	
	2:
	

	3:
	
	3:
	

	4:
	5:
	
	6:
	
	4:
	5:
	
	6:
	

	7:
	
	7:
	

	8:
	
	8:
	

	9:
	
	9:
	

	10:
	
	
	
	
	
	
	
	
	
	10:
	
	
	
	
	
	
	
	
	

	11:
	
	11:
	

	1:
	
	1:
	

	2
	
	2:
	

	3:
	
	3:
	

	4:
	5:
	
	6:
	
	4:
	5:
	
	6:
	

	7:
	
	7:
	

	8:
	
	8:
	

	9:
	
	9:
	

	10:
	
	
	
	
	
	
	
	
	
	10:
	
	
	
	
	
	
	
	
	

	11:
	
	11:
	


*: Please underline the appropriate section or cross out the section not needed. 

**: For legal entities the declaration should be signed using the corporate signature because the declaration is made by the legal entity.

1: Family Name and First Name

2: Name at Birth, if different 

3: Address

4: Citizenship 

5: Hungarian– Mark with X and leave Box 6 empty!

6: Other (if the customer is not a Hungarian citizen, please enter the citizenship):

=====================

7: Type of identification document

8: Number of identification document

9: Place of stay in Hungary (only for citizens of a foreign country)

10: Place and date of birth

11: Mother’s maiden name

Text in italic indicates the details pursuant to Paragraph (3) of Article 8 of the MLA.

I am aware of my obligation to report to the service provider within 5 (five) working days any changes occurring to the above details or to my own details, and of my liability for any damages arising from my failure to comply with this obligation. 
Date:










………….……………………………………………….












      Signature
Annex No. 3

Report on a circumstance that indicates a suspicion of money laundering and terrorist financing

1.    Name, address and direct telephone number of the reporting credit institution / financial enterprise: <Corporate Name, Address and Telephone Number >

1.1. Name and address of the branch (unit) that has detected the transaction (if not identical to “1”):

1.2. Names, addresses and telephone numbers of other branches and units involved in the transaction;

1.3. Date and time of detection by the service provider;

1.4. Date and time of reporting by the service provider;

1.5. Filing numbers and dates of previous reports (if any) concerning the same matter (customer);

1.6. Name, (work) address and telephone number of the Designated Person: <Name, ZIP Code, Place-name, Street, House Number and Telephone Number>

2.    Identification details for the customer conducting the transaction with the credit institution / financial enterprise (details listed under Sections a) and b) of Paragraph (2) and if available, under Paragraph (3) of Article 7 of the MLA).

2.1. Are all identification details available for the customer: Yes / No

2.2. Is another financial organisation involved in the matter? If yes, the details of the financial organisation are as follows:

Please also indicate here the person – if any – for whom the transaction was carried out (if a foreign bank was involved it should be properly identified).

3.    Transaction Description (type, total amount by currency, detailed description)
3.1. The type(s) and number(s) of the accounts (of the payee and the payer) involved in the transaction;
3.2. The amount(s) involved in the transaction and their total (if several);
3.3. Description of the transaction(s) (deposit, transfer, receipt of amount, cash withdrawal, etc.);
3.4. Description of the data, fact or circumstance that indicates money laundering (suspicion of money laundering).

<Please also describe here why the customer became suspicious, why the transaction carried out by the customer is unusual, why it was reported!>

4.    Other circumstances that indicate money laundering not presented above.

5.    Measures taken by the financial service provider organisation.

If necessary, it is practical to attach the customer histories of the involved customers for at least 6 months (copies of account statements sent to the customer during the past 6 months), copies of their contracts with the service provider, copies of signature cards, other detailed descriptions, comments and notes if available to the service provider.

Annex No. 4

The Authority acting as the Financial Intelligence unit:

Hungarian Customs and Finance Guard

Central Law Enforcement Directorate

Department of Financial Intelligence

Address: Hajnóczy utca 7-9, Budapest, H-1122, Hungary

Telephone: +36-1-4568-111

Facsimile: +36-1-4568-154

Email: vpkbp.fiu@mail.vpop.hu , fiu@mail.vpop.hu
Access details for lists relevant to the prevention and deterrence of terrorist financing:

The sanctions list of the European Union is accessible at the following address:

http://europa.eu.int/comm/external_relations/cfsp/sanctions/list/version4/global/e_ctlview.html
The sanctions lists of the United Nations Organisation are accessible at the following addresses:

   Security Council Committee established pursuant to resolution 1591 (2005) concerning the Sudan:

   http://www.un.org/sc/committees/1591
   List of individuals and entities subject to the measures contained in paragraph 1 of Security Council resolution 1532 (2004) concerning Liberia (the assets freeze list): http://www.un.org/Docs/sc/committees/Liberia3/1532_afl.htm
   The new consolidated list of individuals and entities belonging to or associated with the Taliban and Al-Qaida organisation as established and maintained by the 1267 committee: 

   http://www.un.org/Docs/sc/committees/1267/1267ListEng.htm
   Security Council Committee established by resolution 661 (1990) concerning the situation between Iraq and Kuwait (Terminated pursuant to resolution 1483 (2003) of 22 May 2003):

   http://www.un.org/Docs/sc/committees/IraqKuwait/IraqSanctionsCommEng.htm
   The sanctions lists of the United States Office of Foreign Assets Control (OFAC) are accessible on the following address:

   http://www.ustreas.gov/offices/enforcement/ofac/
Annex No. 5

The following are the designated person and his/her deputy at <corporate name > Financial Service Provider, responsible for reporting to the Authority acting as the Financial Intelligence Unit:

Name:


<Name>

Deputy Name: 
<Name>
Position:

<Position>

Position:

<Position>
Telephone Number:
<Direct Number>
Telephone Number:
<Direct Number>
The persons assigned as auditors:

Name: 


<Name>
Position: 

<Position>
Telephone Number:
<Direct Number>

The person responsible for updating the Regulations:

Name: 


<Name>
Position: 

<Position>
Telephone Number:
<Direct Number>
Annex No. 6

Reporting on the basis of financial restrictive measures and the freezing of assets

1.1 Name, address and telephone number of the involved service provider organisation subject to the reporting obligation:

1.2 Date and time of detection of the financial assets or economic resources:

1.3 Date and time of reporting:

1.4 Name, address, position and telephone number of the designated person:

2. Identification details of the subject of the financial restrictive measures or the freezing of assets

Customer Details

	Family Name at Birth:
	

	First Name at Birth: 
	

	Married Name:
	

	Place of Birth:
	

	Date of Birth:
	

	Permanent Address:
	

	Place of Stay:
	

	Other identification details published by a community legal action imposing financial restrictive measures or the freezing of assets:
	

	
	

	
	


3. Details of the natural person with title to the financial assets or economic resources subject to financial restrictive measures or the freezing of assets:

Details of the natural person with disposal powers

	Family Name at Birth:
	

	First Name at Birth: 
	

	Married Name:
	

	Place of Birth:
	

	Date of Birth:
	

	Permanent Address:
	

	Place of Stay:
	


4. Details of the legal entity or legal arrangement subject to financial restrictive measures or the freezing of assets

Details of the business organisation

	Name:
	

	Registered Office:
	

	Branch Office in Hungary:
	


5. All other data, facts or circumstances that indicate that the subject of the financial restrictive measures or the freezing of assets draws pecuniary benefits from the given transaction.

6. Description of the financial assets or economic resources subject to financial restrictive measures or the freezing of assets:

	Value of the Financial Assets:
	

	Currency of the Financial Assets:
	

	Placement Method of the Financial Assets:
	

	Details of the Economic Resource:
	

	- Subject Matter:
	

	- Other details suitable for identification:
	


Annex No. 7
 REGULATION (EC) No 1781/2006/EC OF THE EUROPEAN PARLIAMENT AND OF THE COUNCIL of 15 November 2006

on information on the payer accompanying transfers of funds
(Text with EEA relevance)
THE EUROPEAN PARLIAMENT AND THE COUNCIL OF THE EUROPEAN UNION,
Having regard to the Treaty establishing the European Community, and in particular Article 95 thereof,
Having regard to the proposal from the Commission
Having regard to the opinion of the European Economic and Social Committee,
Having regard to the opinion of the European Central Bank,
Acting in accordance with the procedure laid down in Article 251 of the Treaty,

Whereas:
(1) Flows of dirty money through transfers of funds can damage the stability and reputation of the financial sector and threaten the internal market. Terrorism shakes the very foundations of our society. The soundness, integrity and stability of the system of transfers of funds and confidence in the financial system as a whole could be seriously jeopardised by the efforts of criminals and their associates either to disguise the origin of criminal proceeds or to transfer funds for terrorist purposes.
(2) In order to facilitate their criminal activities, money launderers and terrorist financers could try to take advantage of the freedom of capital movements entailed by the integrated financial area, unless certain coordinating measures are adopted at Community level. By its scale, Community action should ensure that Special Recommendation VII on wire transfers (SR VII) of the Financial Action Task Force (FATF) established by the Paris G7 Summit of 1989 is transposed uniformly throughout the European Union, and, in particular, that there is no discrimination between national payments within a Member State and cross-border payments between Member States. Uncoordinated action by Member States alone in the field of cross-border transfers of funds could have a significant impact on the smooth functioning of payment systems at EU level, and therefore damage the internal market in the field of financial services.
(3) In the wake of the terrorist attacks in the USA on 11 September 2001, the extraordinary European Council on 21 September 2001 reiterated that the fight against terrorism is a key objective of the European Union. The European Council approved a plan of action dealing with enhanced police and judicial cooperation, developing international legal instruments against terrorism, preventing terrorist funding, strengthening air security and greater consistency between all relevant policies. This plan of action was revised by the European Council following the terrorist attacks of 11 March 2004 in Madrid, and now specifically addresses the need to ensure that the legislative framework created by the Community for the purpose of combating terrorism and improving judicial cooperation is adapted to the nine Special Recommendations against Terrorist Financing adopted by the FATF.

(4) In order to prevent terrorist funding, measures aimed at the freezing of funds and economic resources of certain persons, groups and entities have been taken, including Regulation (EC) No 2580/2001, and Council Regulation (EC) No 881/2002. To that same end, measures aimed at protecting the financial system against the channelling of funds and economic resources for terrorist purposes have been taken. Directive 2005/60/EC of the European Parliament and of the Council contains a number of measures aimed at combating the misuse of the financial system for the purpose of money laundering and terrorist financing. Those measures do not, however, fully prevent terrorists and other criminals from having access to payment systems for moving their funds.
(5) In order to foster a coherent approach in the international context in the field of combating money laundering and terrorist financing, further Community action should take account of developments at that level, namely the nine Special Recommendations against Terrorist Financing adopted by the FATF, and in particular SR VII and the revised interpretative note for its implementation.
(6) The full traceability of transfers of funds can be a particularly important and valuable tool in the prevention, investigation and detection of money laundering or terrorist financing. It is therefore appropriate, in order to ensure the transmission of information on the payer throughout the payment chain, to provide for a system imposing the obligation on payment service providers to have transfers of funds accompanied by accurate and meaningful information on the payer.
(7) The provisions of this Regulation apply without prejudice to Directive 95/46/EC of the European Parliament and of the Council. For example, information collected and kept for the purpose of this Regulation should not be used for commercial purposes.
(8) Persons who merely convert paper documents into electronic data and are acting under a contract with a payment service provider do not fall within the scope of this Regulation; the same applies to any natural or legal person who provides payment service providers solely with messaging or other support systems for transmitting funds or with clearing and settlement systems.
(9) It is appropriate to exclude from the scope of this Regulation transfers of funds that represent a low risk of money laundering or terrorist financing. Such exclusions should cover credit or debit cards, Automated Teller Machine (ATM) withdrawals, direct debits, truncated cheques, payments of taxes, fines or other levies, and transfers of funds where both the payer and the payee are payment service providers acting on their own behalf. In addition, in order to reflect the special characteristics of national payment systems, Member States may exempt electronic giro payments, provided that it is always possible to trace the transfer of funds back to the payer. Where Member States have applied the derogation for electronic money in Directive 2005/60/EC, it should be applied under this Regulation, provided the amount transacted does not exceed EUR 1000.
(10) The exemption for electronic money, as defined by Directive 2000/46/EC of the European Parliament and of the Council, covers electronic money irrespective of whether the issuer of such money benefits from a waiver under Article 8 of that Directive.
(11) In order not to impair the efficiency of payment systems, the verification requirements for transfers of funds made from an account should be separate from those for transfers of funds not made from an account. In order to balance the risk of driving transactions underground by imposing overly strict identification requirements against the potential terrorist threat posed by small transfers of funds, the obligation to check whether the information on the payer is accurate should, in the case of transfers of funds not made from an account, be imposed only in respect of individual transfers of funds that exceed EUR 1000, without prejudice to the obligations under Directive 2005/60/EC. For transfers of funds made from an account, payment service providers should not be required to verify information on the payer accompanying each transfer of funds, where the obligations under Directive 2005/60/EC have been met.
(12) Against the background of Regulation (EC) No 2560/2001 of the European Parliament and of the Council and the Commission Communication "A New Legal Framework for Payments in the Internal Market", it is sufficient to provide for simplified information on the payer to accompany transfers of funds within the Community.
(13) In order to allow the authorities responsible for combating money laundering or terrorist financing in third countries to trace the source of funds used for those purposes, transfers of funds from the Community to outside the Community should carry complete information on the payer. Those authorities should be granted access to complete information on the payer only for the purposes of preventing, investigating and detecting money laundering or terrorist financing.
(14) For transfers of funds from a single payer to several payees to be sent in an inexpensive way in batch files containing individual transfers from the Community to outside the Community, provision should be made for such individual transfers to carry only the account number of the payer or a unique identifier provided that the batch file contains complete information on the payer.
(15) In order to check whether the required information on the payer accompanies transfers of funds, and to help to identify suspicious transactions, the payment service provider of the payee should have effective procedures in place in order to detect whether information on the payer is missing.
(16) Owing to the potential terrorist financing threat posed by anonymous transfers, it is appropriate to enable the payment service provider of the payee to avoid or correct such situations when it becomes aware that information on the payer is missing or incomplete. In this regard, flexibility should be allowed as concerns the extent of information on the payer on a risk-sensitive basis. In addition, the accuracy and completeness of information on the payer should remain the responsibility of the payment service provider of the payer. Where the payment service provider of the payer is situated outside the territory of the Community, enhanced customer due diligence should be applied, in accordance with Directive 2005/60/EC, in respect of cross-border correspondent banking relationships with that payment service provider.
(17) Where guidance is given by national competent authorities as regards the obligations either to reject all transfers from a payment service provider which regularly fails to supply the required information on the payer or to decide whether or not to restrict or terminate a business relationship with that payment service provider, it should inter alia be based on the convergence of best practices and should also take into account the fact that the revised interpretative note to SR VII of the FATF allows third countries to set a threshold of EUR 1000 or USD 1000 for the obligation to send information on the payer, without prejudice to the objective of efficiently combating money laundering and terrorist financing.
(18) In any event, the payment service provider of the payee should exercise special vigilance, assessing the risks, when it becomes aware that information on the payer is missing or incomplete, and should report suspicious transactions to the competent authorities, in accordance with the reporting obligations set out in Directive 2005/60/EC and national implementing measures.
(19) The provisions on transfers of funds where information on the payer is missing or incomplete apply without prejudice to any obligations on payment service providers to suspend and/or reject transfers of funds which violate provisions of civil, administrative or criminal law.
(20) Until technical limitations that may prevent intermediary payment service providers from satisfying the obligation to transmit all the information they receive on the payer are removed, those intermediary payment service providers should keep records of that information. Such technical limitations should be removed as soon as payment systems are upgraded.
(21) Since in criminal investigations it may not be possible to identify the data required or the individuals involved until many months, or even years, after the original transfer of funds, it is appropriate to require payment service providers to keep records of information on the payer for the purposes of preventing, investigating and detecting money laundering or terrorist financing. This period should be limited.
(22) To enable prompt action to be taken in the fight against terrorism, payment service providers should respond promptly to requests for information on the payer from the authorities responsible for combating money laundering or terrorist financing in the Member State where they are situated.
(23) The number of working days in the Member State of the payment service provider of the payer determines the number of days to respond to requests for information on the payer.
(24) Given the importance of the fight against money laundering and terrorist financing, Member States should lay down effective, proportionate and dissuasive penalties in national law for failure to comply with this Regulation.
(25) The measures necessary for the implementation of this Regulation should be adopted in accordance with Council Decision 1999/468/EC of 28 June 1999 laying down the procedures for the exercise of implementing powers conferred on the Commission.
(26) A number of countries and territories which do not form part of the territory of the Community share a monetary union with a Member State, form part of the currency area of a Member State or have signed a monetary convention with the European Community represented by a Member State, and have payment service providers that participate directly or indirectly in the payment and settlement systems of that Member State. In order to avoid the application of this Regulation to transfers of funds between the Member States concerned and those countries or territories having a significant negative effect on the economies of those countries or territories, it is appropriate to provide for the possibility for such transfers of funds to be treated as transfers of funds within the Member States concerned.
(27) In order not to discourage donations for charitable purposes, it is appropriate to authorise Member States to exempt payment services providers situated in their territory from collecting, verifying, recording, or sending information on the payer for transfers of funds up to a maximum amount of EUR 150 executed within the territory of that Member State. It is also appropriate to make this option conditional upon requirements to be met by non-profit organisations, in order to allow Member States to ensure that this exemption does not give rise to abuse by terrorists as a cover for or a means of facilitating the financing of their activities.
(28) Since the objectives of this Regulation cannot be sufficiently achieved by the Member States and can therefore, by reason of the scale or effects of the action, be better achieved at Community level, the Community may adopt measures, in accordance with the principle of subsidiarity as set out in Article 5 of the Treaty. In accordance with the principle of proportionality, as set out in that Article, this Regulation does not go beyond what is necessary in order to achieve those objectives.
(29) In order to establish a coherent approach in the field of combating money laundering and terrorist financing, the main provisions of this Regulation should apply from the same date as the relevant provisions adopted at international level,
HAVE ADOPTED THIS REGULATION:

CHAPTER I
SUBJECT MATTER, DEFINITIONS AND SCOPE
Article 1
Subject matter
This Regulation lays down rules on information on the payer to accompany transfers of funds for the purposes of the prevention, investigation and detection of money laundering and terrorist financing.
Article 2
Definitions
For the purposes of this Regulation, the following definitions shall apply:
1. "terrorist financing" means the provision or collection of funds within the meaning of Article 1(4) of Directive 2005/60/EC;
2. "money laundering" means any conduct which, when committed intentionally, is regarded as money laundering for the purposes of Article 1(2) or (3) of Directive 2005/60/EC;
3 "payer" means either a natural or legal person who holds an account and allows a transfer of funds from that account, or, where there is no account, a natural or legal person who places an order for a transfer of funds;

4 "payee" means a natural or legal person who is the intended final recipient of transferred funds;

5 "payment service provider" means a natural or legal person whose business includes the provision of transfer of funds services;

6 "intermediary payment service provider" means a payment service provider, neither of the payer nor of the payee, that participates in the execution of transfers of funds;

7 "transfer of funds" means any transaction carried out on behalf of a payer through a payment service provider by electronic means, with a view to making funds available to a payee at a payment service provider, irrespective of whether the payer and the payee are the same person;

8 "batch file transfer" means several individual transfers of funds which are bundled together for transmission;

9 "unique identifier" means a combination of letters, numbers or symbols, determined by the payment service provider, in accordance with the protocols of the payment and settlement system or messaging system used to effect the transfer of funds.

Article 3

Scope
 (1) This Regulation shall apply to transfers of funds, in any currency, which are sent or received by a payment service provider established in the Community.

(2) This Regulation shall not apply to transfers of funds carried out using a credit or debit card, provided that:

a) the payee has an agreement with the payment service provider permitting payment for the provision of goods and services;

and

b) a unique identifier, allowing the transaction to be traced back to the payer, accompanies such transfer of funds.

(3) Where a Member State chooses to apply the derogation set out in Article 11(5)(d) of Directive 2005/60/EC, this Regulation shall not apply to transfers of funds using electronic money covered by that derogation, except where the amount transferred exceeds EUR 1000.

(4) Without prejudice to paragraph 3, this Regulation shall not apply to transfers of funds carried out by means of a mobile telephone or any other digital or Information Technology (IT) device, when such transfers are pre-paid and do not exceed EUR 150.

(5) This Regulation shall not apply to transfers of funds carried out by means of a mobile telephone or any other digital or IT device, when such transfers are post-paid and meet all of the following conditions:

a) the payee has an agreement with the payment service provider permitting payment for the provision of goods and services;

b) a unique identifier, allowing the transaction to be traced back to the payer, accompanies the transfer of funds;

and

c) the payment service provider is subject to the obligations set out in Directive 2005/60/EC.

(6) Member States may decide not to apply this Regulation to transfers of funds within that Member State to a payee account permitting payment for the provision of goods or services if:

a) the payment service provider of the payee is subject to the obligations set out in Directive 2005/60/EC;

b) the payment service provider of the payee is able by means of a unique reference number to trace back, through the payee, the transfer of funds from the natural or legal person who has an agreement with the payee for the provision of goods and services;

and

c) the amount transacted is EUR 1000 or less.

Member States making use of this derogation shall inform the Commission thereof.

(7) This Regulation shall not apply to transfers of funds:

a) where the payer withdraws cash from his or her own account;

b) where there is a debit transfer authorisation between two parties permitting payments between them through accounts, provided that a unique identifier accompanies the transfer of funds, enabling the natural or legal person to be traced back;

c) where truncated cheques are used;

d) to public authorities for taxes, fines or other levies within a Member State;

e) where both the payer and the payee are payment service providers acting on their own behalf.

CHAPTER II
OBLIGATIONS ON THE PAYMENT SERVICE PROVIDER OF THE PAYER
Article 4

Complete information on the payer
 (1) Complete information on the payer shall consist of his name, address and account number.

(2) The address may be substituted with the date and place of birth of the payer, his customer identification number or national identity number.

(3) Where the payer does not have an account number, the payment service provider of the payer shall substitute it by a unique identifier which allows the transaction to be traced back to the payer.

Article 5

Information accompanying transfers of funds and record keeping
(1) Payment service providers shall ensure that transfers of funds are accompanied by complete information on the payer.

(2) The payment service provider of the payer shall, before transferring the funds, verify the complete information on the payer on the basis of documents, data or information obtained from a reliable and independent source.

(3) In the case of transfers of funds from an account, verification may be deemed to have taken place if:

a) a payer's identity has been verified in connection with the opening of the account and the information obtained by this verification has been stored in accordance with the obligations set out in Articles 8(2) and 30(a) of Directive 2005/60/EC;

or

b) the payer falls within the scope of Article 9(6) of Directive 2005/60/EC.

(4) However, without prejudice to Article 7(c) of Directive 2005/60/EC, in the case of transfers of funds not made from an account, the payment service provider of the payer shall verify the information on the payer only where the amount exceeds EUR 1000, unless the transaction is carried out in several operations that appear to be linked and together exceed EUR 1000.

(5) The payment service provider of the payer shall for five years keep records of complete information on the payer which accompanies transfers of funds.

Article 6

Transfers of funds within the Community
(1) By way of derogation from Article 5(1), transfer of funds, where both the payment service provider of the payer and the payment service provider of the payee are situated in the Community, shall only be required to be accompanied only by the account number of the payer or a unique identifier allowing the transaction to be traced back to the payer.

(2) However, if so requested by the payment service provider of the payee, the payment service provider of the payer shall make available to the payment service provider of the payee complete information on the payer, within three working days of receiving that request.

Article 7

Transfers of funds from the Community to outside the Community
(1) Transfers of funds where the payment service provider of the payee is situated outside the Community shall be accompanied by complete information on the payer.

(2) In the case of batch file transfers from a single payer where the payment service providers of the payees are situated outside the Community, paragraph 1 shall not apply to the individual transfers bundled together therein, provided that the batch file contains that information and that the individual transfers carry the account number of the payer or a unique identifier.
CHAPTER III
OBLIGATIONS ON THE PAYMENT SERVICE PROVIDER OF THE PAYEE
Article 8

Detection of missing information on the payer
The payment service provider of the payee shall detect whether, in the messaging or payment and settlement system used to effect a transfer of funds, the fields relating to the information on the payer have been completed using the characters or inputs admissible within the conventions of that messaging or payment and settlement system. Such provider shall have effective procedures in place in order to detect whether the following information on the payer is missing:

a) for transfers of funds where the payment service provider of the payer is situated in the Community, the information required under Article 6;

b) for transfers of funds where the payment service provider of the payer is situated outside the Community, complete information on the payer as referred to in Article 4, or where applicable, the information required under Article 13;

and

c) for batch file transfers where the payment service provider of the payer is situated outside the Community, complete information on the payer as referred to in Article 4 in the batch file transfer only, but not in the individual transfers bundled therein.

Article 9

Transfers of funds with missing or incomplete information on the payer
(1) If the payment service provider of the payee becomes aware, when receiving transfers of funds, that information on the payer required under this Regulation is missing or incomplete, it shall either reject the transfer or ask for complete information on the payer. In any event, the payment service provider of the payee shall comply with any applicable law or administrative provisions relating to money laundering and terrorist financing, in particular, Regulations (EC) No 2580/2001 and (EC) No 881/2002, Directive 2005/60/EC and any national implementing measures.

(2) Where a payment service provider regularly fails to supply the required information on the payer, the payment service provider of the payee shall take steps, which may initially include the issuing of warnings and setting of deadlines, before either rejecting any future transfers of funds from that payment service provider or deciding whether or not to restrict or terminate its business relationship with that payment service provider.

The payment service provider of the payee shall report that fact to the authorities responsible for combating money laundering or terrorist financing.

Article 10

Risk-based assessment
The payment service provider of the payee shall consider missing or incomplete information on the payer as a factor in assessing whether the transfer of funds, or any related transaction, is suspicious, and whether it must be reported, in accordance with the obligations set out in Chapter III of Directive 2005/60/EC, to the authorities responsible for combating money laundering or terrorist financing.
Article 11

Record keeping
The payment service provider of the payee shall for five years keep records of any information received on the payer.
CHAPTER IV
OBLIGATIONS ON INTERMEDIARY PAYMENT SERVICE PROVIDERS
Article 12

Keeping information on the payer with the transfer
Intermediary payment service providers shall ensure that all information received on the payer that accompanies a transfer of funds is kept with the transfer.
Article 13

Technical limitations
 (1) This Article shall apply where the payment service provider of the payer is situated outside the Community and the intermediary payment service provider is situated within the Community.

(2) Unless the intermediary payment service provider becomes aware, when receiving a transfer of funds, that information on the payer required under this Regulation is missing or incomplete, it may use a payment system with technical limitations which prevents information on the payer from accompanying the transfer of funds to send transfers of funds to the payment service provider of the payee.

(3) Where the intermediary payment service provider becomes aware, when receiving a transfer of funds, that information on the payer required under this Regulation is missing or incomplete, it shall only use a payment system with technical limitations if it is able to inform the payment service provider of the payee thereof, either within a messaging or payment system that provides for communication of this fact or through another procedure, provided that the manner of communication is accepted by, or agreed between, both payment service providers.

(4) Where the intermediary payment service provider uses a payment system with technical limitations, the intermediary payment service provider shall, upon request from the payment service provider of the payee, make available to that payment service provider all the information on the payer which it has received, irrespective of whether it is complete or not, within three working days of receiving that request.

(5) In the cases referred to in paragraphs 2 and 3, the intermediary payment service provider shall for five years keep records of all information received.

CHAPTER V
GENERAL OBLIGATIONS AND IMPLEMENTING POWERS
Article 14

Cooperation obligations
Payment service providers shall respond fully and without delay, in accordance with the procedural requirements established in the national law of the Member State in which they are situated, to enquiries from the authorities responsible for combating money laundering or terrorist financing of that Member State concerning the information on the payer accompanying transfers of funds and corresponding records.

Without prejudice to national criminal law and the protection of fundamental rights, those authorities may use that information only for the purposes of preventing, investigating or detecting money laundering or terrorist financing.

Article 15

Penalties and monitoring
(1) Member States shall lay down the rules on penalties applicable to infringements of the provisions of this Regulation and shall take all measures necessary to ensure that they are implemented. Such penalties shall be effective, proportionate and dissuasive. They shall apply from 15 December 2007.

(2) Member States shall notify the Commission of the rules referred to in paragraph 1 and the authorities responsible for their application by 14 December 2007at the latest, and shall notify it without delay of any subsequent amendment affecting them.

(3) Member States shall require competent authorities to effectively monitor, and take necessary measures with a view to ensuring, compliance with the requirements of this Regulation.

Article 16

Committee procedure
 (1) The Commission shall be assisted by the Committee on the Prevention of Money Laundering and Terrorist Financing established by Directive 2005/60/EC, hereinafter referred to as "the Committee".

(2) Where reference is made to this paragraph, Articles 5 and 7 of Decision 1999/468/EC shall apply, having regard to the provisions of Article 8 thereof and provided that the implementing measures adopted in accordance with this procedure do not modify the essential provisions of this Regulation.

The period laid down in Article 5(6) of Decision 1999/468/EC shall be set at three months.

CHAPTER VI
DEROGATIONS
Article 17

Agreements with territories or countries which do not form part of the territory of the Community

(1) The Commission may authorise any Member State to conclude agreements, under national arrangements, with a country or territory which does not form part of the territory of the Community as determined in accordance with Article 299 of the Treaty, which contain derogations from this Regulation, in order to allow for transfers of funds between that country or territory and the Member State concerned to be treated as transfers of funds within that Member State.

Such agreements may be authorised only if:

a) the country or territory concerned shares a monetary union with the Member State concerned, forms part of the currency area of that Member State or has signed a Monetary Convention with the European Community represented by a Member State;

b) payment service providers in the country or territory concerned participate directly or indirectly in payment and settlement systems in that Member State;

and

c) the country or territory concerned requires payment service providers under its jurisdiction to apply the same rules as those established under this Regulation.

(2) Any Member State wishing to conclude an agreement as referred to in paragraph 1 shall send an application to the Commission and provide it with all the necessary information.

Upon receipt by the Commission of an application from a Member State, transfers of funds between that Member State and the country or territory concerned shall be provisionally treated as transfers of funds within that Member State, until a decision is reached in accordance with the procedure set out in this Article.

If the Commission considers that it does not have all the necessary information, it shall contact the Member State concerned within two months of receipt of the application and specify the additional information required.

Once the Commission has all the information it considers necessary for appraisal of the request, it shall within one month notify the requesting Member State accordingly and shall transmit the request to the other Member States.

(3) Within three months of the notification referred to in the fourth subparagraph of paragraph 2, the Commission shall decide, in accordance with the procedure referred to in Article 16(2), whether to authorise the Member State concerned to conclude the agreement referred to in paragraph 1 of this Article.

In any event, a decision as referred to in the first subparagraph shall be adopted within eighteen months of receipt of the application by the Commission.

Article 18

Transfers of funds to non-profit organisations within a Member State

(1) Member States may exempt payment service providers situated in their territory from the obligations set out in Article 5, as regards transfers of funds to organisations carrying out activities for non-profit charitable, religious, cultural, educational, social, scientific or fraternal purposes, provided that those organisations are subject to reporting and external audit requirements or supervision by a public authority or self-regulatory body recognised under national law and that those transfers of funds are limited to a maximum amount of EUR 150 per transfer and take place exclusively within the territory of that Member State.

(2) Member States making use of this Article shall communicate to the Commission the measures that they have adopted for applying the option provided for in paragraph 1, including a list of organisations covered by the exemption, the names of the natural persons who ultimately control those organisations and an explanation of how the list will be updated. That information shall also be made available to the authorities responsible for combating money laundering and terrorist financing.

(3) An up-to-date list of organisations covered by the exemption shall be communicated by the Member State concerned to the payment service providers operating in that Member State.

Article 19

Review clause
(1) By 28 December 2011 the Commission shall present a report to the European Parliament and to the Council giving a full economic and legal assessment of the application of this Regulation, accompanied, if appropriate, by a proposal for its modification or repeal.

(2) That report shall in particular review:

a) the application of Article 3 with regard to further experience of the possible misuse of electronic money, as defined in Article 1(3) of Directive 2000/46/EC, and other newly-developed means of payment, for the purposes of money laundering and terrorist financing. Should there be a risk of such misuse, the Commission shall submit a proposal to amend this Regulation;

b) the application of Article 13 with regard to the technical limitations which may prevent complete information on the payer from being transmitted to the payment service provider of the payee. Should it be possible to overcome such technical limitations in the light of new developments in the payments area, and taking into account related costs for payment service providers, the Commission shall submit a proposal to amend this Regulation.

CHAPTER VII
FINAL PROVISIONS
Article 20

Entry into force
This Regulation shall enter into force on the 20th day following the day of its publication in the Official Journal of the European Union, but in any event not before 1 January 2007.

This Regulation shall be binding in its entirety and directly applicable in all Member States.

Done at Strasbourg, 15 November 2006.
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