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Agenda APG Annual Meeting 2008 - Final.doc

APG ANNUAL MEETING 2008
7 — 11 July 2008
Bali, Indonesia

FINAL AGENDA

Registration

All participants must register for the week’s events prior to participating in any Working Group
meetings. Seminars, the Annual Meeting, Technical Assistance meetings, or other official functions
(eg Reception and Dinner).

Registration will take place at as follows:

e Sunday 6 July 2008: 1330 — 1430 — Lobby Westin Resort
e Monday 7 July 2008: 0800 — 1900 — Pre-Function (Nusantara 1-2)
e Tuesday 8 July 2008: 0745 — 0850 — Pre-Function (Nusantara 1-2)

For security reasons, delegates are required to present their passports or other official
form of identification with photograph upon registration.

Meeting venues

All meetings associated with the APG Annual Meeting and Annual Technical Assistance and
Training Forum (TA&T Forum) will be held at the Bali International Convention Centre (Westin
Hotel), Nusa Dua, Bali.

Locations for all events are included in the Agenda and summarised in the meeting schedule at
the end of the Agenda.

Participation in Working Group Meetings and Technical Seminars, Monday 7 July

Meetings of the APG Working Group on Typologies, the Implementation Issues Working Group and
the Technical Seminars are open to all APG_members and_observers.

Participation in Annual Meeting, Tuesday 8 to Friday 11 July
The Opening Ceremony at Session | on Day 1 is an open session, open to all APG members
and observers, the media and VIPs.

Session Il, Item 4 on Day 1 is a closed confidential session and is for APG members and the
FATF only.

All other sessions of the Annual Meeting are open to all participating APG members and
observers.

APG Technical Assistance and Training Forum

Meetings of the Technical Assistance and Training (TA&T) Forum are open to members of the
APG Donors and Providers (DAP) Group only. As part of the TA&T Forum, individual
jurisdiction sessions with the DAP Group will be held in parallel with the Annual Meeting
sessions. Jurisdictions will be notified of individual session times in advance.

Official Photograph
An official Annual Meeting photograph will be taken prior to morning tea on Tuesday 8 July.



Agenda APG Annual Meeting 2008 - Final.doc

Pre-Plenary Seminars and Meetings

Monday 7 July 2008

Working Group meetings, technical seminars and ME preparation meetings will be held on Monday
7 July 2008.

Separate agendas will be distributed for each of these seminars and meetings.
The program for Monday 7 July will be as follows:

e (0900 - 1030 - APG Typologies Working Group meeting (Nusantara Room 3)

1030 - 1100 Morning tea (Pre-function - Nusantara 1-2)

1100 — 1230 - APG Implementation Issues Working Group (IIWG) meeting
(Nusantara Room 3)

0900 — 1230 - Donors and Providers Open Seminar (Jakarta Room A); Office of Technical
Assistance, US Treasury Department (OTA), United Nations Office on Drugs and Crime
(UNODC), World Bank; and Bank Negara Malaysia

1230 - 1400 Lunch (Exhibition Gallery)

1330 — 1700 - Three APG Technical Seminars will be held simultaneously for participants
not involved in other meetings (NB registration required) as follows:

(1) Technical Seminar 1

Establishing an Effective AML/CFT Supervisory Regime: Approaches to
addressing Systemic Issues (Jakarta Room A)

(2) Technical Seminar 2

Investigating and tracing assets (proceeds of crime and terrorist assets): practical
issues for FIUs and law enforcement (Jakarta Room B)

(8) Technical Seminar 3

Forfeiture and confiscation: practical issues for prosecution agencies

(Nusantara Room 3)
e 1530 -1600 Afternoon tea (Pre-function - Nusantara 1-2)

e 1600 — 1645 - Meeting of APG Members undergoing a Mutual Evaluation in late 2009 /
early 2010 (Bandung Room).

OFFICIAL RECEPTION
[All APG Members and Observers are invited to attend]
1900 - 2100 OFFICIAL RECEPTION

Venue: Pool Side, Westin Hotel
Dress: Dress standard is smart casual attire
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APG ANNUAL MEETING 2008

DAY 1: Tuesday 8 July 2008

0745 — 0850 Registration

SESSION |I: Opening Ceremony - Welcome and introduction

[Open Session — All APG Members and Observers]

The Welcome and Introduction session will take place in Plenary Room (Nusantara 1 and 2).
This session will be open to the media and VIPs.

0850 All participants are asked to be seated by 0850
0900 — 0910 VIP, media entering room

0910 - 0915 1. PPATK Remarks

0915 - 0930 2. Remarks by the President of the Financial Action Task Force

0930 — 0950 3. Opening remarks from The Indonesian Coordinating Minister for
Political, Justice and Security Affairs, H.E. Admiral Widodo Adi Sucipto

0950 — 1000 Official photograph

1000 — 1030 Morning Tea

SESSION II: _APG governance issues

[**Item 4 is a Confidential Session for APG Members and the FATF only**]

1030 — 1045 4. Membership issues
(i) Consider applications and admission of new members

(i) Status of current priority observers
[APG Priority Observers 2008]

[**Items 5 - 22 are open to all participating APG Members and Observers**]

1045 - 1230 5. APG structure, operations and priorities:

(i) Summary Record of 10th Annual Meeting, 2007
[Summary Record 2007]
[Summary Record 2007 - Members ONLY]
(i) APG Steering Group and governance issues and Steering Group
Membership for 2008 — 09
Oral report by APG Steering Group and plenary discussion
[Steering Group 2008]
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1230 - 1330

(i) APG’s Associate Membership of the FATF
a. Participation in FATF Plenary meetings 2007—08
b. Joint FATF/APG Typologies Meeting 2007
C. Relationships with other FSRBs and other activities
d. Review of the 40 + 9 Recommendations
Oral report by APG Secretariat and plenary discussion
[FATF Associate Membership 2008]

[FATF Associate Membership 2008 — ADD1]

(iv) Report against APG Business Plan 2007 — 08

Oral report by APG Secretariat and plenary discussion
[Business Plan 07 — 08 report]

(v) APG Secretariat: structure and operation

Oral report by APG Secretariat and plenary discussion
[Secretariat Structure 2008]

(vi) Business Plan 2008 — 09
Oral report by APG Secretariat and plenary discussion
[Business Plan 08 — 09]

(vii) APG Budget outcomes for 2007 — 08

Oral report by APG Secretariat and plenary discussion
[Budget Paper 2008 — 09]

(viil) Proposed APG Budget for 2008 — 09

Oral report by APG Secretariat and plenary discussion
[Budget Paper 2008 — 09]

(ixX) APG Information and Communications Strategy 2008

Oral report by APG Secretariat and plenary discussion
[Revisions to Communications Strategy 2008]

Lunch

SESSION IlI: APG mutual evaluations and other assessments

1330 - 1430

6. Previous APG Mutual Evaluations — progress reports

(i) Written and oral reports and plenary discussion concerning progress against
recommendations made in mutual evaluation reports adopted at the 2007
Annual Meeting:

a) Thailand

b) Macao, China
c) Mongolia

d) Chinese Taipei
e) Malaysia

f) Cambodia
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1430 - 1700 (i)  Written reports and plenary discussions concerning progress against
recommendations made in mutual evaluation reports adopted from 2004 - 2006:

[1530-1600  Afternoon Tea]

a) Vanuatu (2006)

b) United States (2006)

c) Fiji (2006)

d) SriLanka (2006)

e) Samoa (2006)

f)  Australia (2006)

g) India (2005)

h) Nepal (2005)

i) Brunei Darussalam (2005)

i) Niue (2005)

k) Pakistan (2005)

[) Marshall Islands (2005)

m) New Zealand (2005)

n) Cook Islands (2004)

0) Bangladesh (2004)

p) Korea (2004)

q) Philippines (2004)
Plenary discussion

1700 - 1720 7. Overview

() APG mutual evaluation activities and issues
Brief overview by APG Secretariat

(i) Global assessment activities and issues
Overview by FATF WGEI Co-chair

OFFICIAL DINNER FOR MEMBERS AND OBSERVERS
[All APG Members and Observers are invited to attend]

1900 - 2100 OFFICIAL DINNER

Venue: Poolside, Westin Hotel

Dress: Dress standard is smart casual attire
END OF DAY 1



Agenda APG Annual Meeting 2008 - Final.doc

DAY 2: Wednesday 9 July 2008

SESSION Ill: APG mutual evaluations and other assessments (cont.)

0900 - 1000 8. Joint FATF/APG Mutual Evaluation of Canada
(i) Oral presentation by FATF/APG Evaluation Team of the draft Mutual
Evaluation Report on Canada
(i) Response by Canada
(iiiy Plenary discussion and adoption of report [Canada ME1]
1000 — 1030 Morning Tea
1030 - 1130 9. Joint FATF/APG Mutual Evaluation of Singapore
(i) Oral presentation by FATF/APG Evaluation Team of the draft Mutual
Evaluation Report on Singapore
(i) Response by Singapore
(i) Plenary discussion and adoption of report [Singapore ME1]
1130 - 1230 10. Joint FATF/APG Mutual Evaluation of Hong Kong, China
(i) Oral presentation by FATF/APG Evaluation Team of the draft Mutual
Evaluation Report on Hong Kong, China
(i) Response by Hong Kong, China
(i) Plenary discussion and adoption of report [Hong Kong ME1]
[Hong Kong MER — agreed changes from FATF Plenary]
[Executive Summary of the Hong Kong MER]
1230 — 1400 Lunch
1400 — 1600 11. APG Mutual Evaluation of Indonesia
(i) Oral presentation by APG Evaluation Team of the draft Mutual Evaluation
Report on Indonesia
(i) Response by Indonesia
(i) Plenary discussion, including intervener questions
(iv) Consideration and adoption of report [Indonesia ME2]
1600 — 1630 Afternoon Tea
1630 — 1700 12. Mutual evaluation procedures, future evaluations and training
(i) Adoption of revised APG Mutual Evaluation Procedures
(@ Results of Quality Control Pilot
(b) Delays in completion of draft mutual evaluation reports
[APG Mutual Evaluation Procedures 2008]
[APG Mutual Evaluation Procedures 2008 — ADD1]
(c) FATF/APG Joint Mutual Evaluation Reports: Procedure for Adoption of
Reports [APG Mutual Evaluation Procedures 2008 — ADD2]
(i) Second round of APG mutual evaluations: Confirmation of APG Mutual
Evaluation program for 2008 — 09 and beyond
Oral presentation by Secretariat and plenary discussion
[Second Round Evaluation Program 2008]
(i) Training for mutual assessors and for jurisdictions undergoing an evaluation
Short oral report by Secretariat and plenary discussion
END OF DAY 2
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DAY 3: Thursday 10 July 2008

SESSION Ill: APG mutual evaluations and other assessments (cont.)

0900 - 1100
1100 - 1130
1130 - 1330
1330 — 1430

13. APG Mutual Evaluation of Myanmar

(i) Oral presentation by APG Assessment Team of the draft Mutual
Evaluation Report on Myanmar

(i) Response by Myanmar

(iif) Plenary discussion, including intervener questions

(iv) Consideration and adoption of the report [Myanmar ME1]

Morning Tea

14. IMF Assessment of Palau

0] Oral presentation by IMF Assessment Team of the Draft Assessment
Report on Palau

(i)  Response by Palau
(i)  Plenary discussion, including intervener questions
(iv) Consideration and adoption of report [Palau MEZ2]

Lunch

SESSION IV: Implementing the Global AML/CFET Standards

[Open Session — All APG Members and Observers]

1430 — 1500
1500 - 1600
1600 — 1630
1630 - 1730

15. APG Implementation Issues Working (IIWG) Group
(i) Implementation Issues Working Group Report: current and future work
Presentation on the APG Strategic Implementation Planning (SIP) Framework

Oral report by IWG Co-Chairs and plenary discussion
[SIP Framework]

16. International cooperation issues

() FATF International Cooperation Review Group (ICRG)
€)) Oral presentation by FATF Secretariat
(b) APG issues arising
Plenary discussion

[ICRG Issues 2008]
Afternoon Tea

(i) APG international cooperation and information sharing
Oral presentation by APG Secretariat and Plenary discussion
[Member jurisdiction reports — various]

OFFICIAL FAREWELL DINNER FOR MEMBERS AND OBSERVERS
[All APG Members and Observers are invited to attend]

1900 — 2100 OFFICIAL FAREWELL DINNER
Venue: Budaya Theatre, Nusa Dua Hotel
Dress: Dress standard is smart casual attire.

END OF DAY 3
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DAY 4: Friday 11 July 2008

SESSION IV: Implementing the Global AML/CFET Standards

0900 — 0915

0915 — 0945

17.

Anti-corruption and anti-money laundering issues

Update and presentation on the APG/FATF joint project
Update by the Secretariat and Plenary discussion

18.

[Corruption/AML Project 2008]

Implementing FATF Special Recommendation VIlI

APG NPO Sector Domestic Reviews Program: outcomes and further work
Report by the UK Charities Commission, APG Secretariat and Plenary discussion

[NPO Sector Reviews 2008]

SESSION V: Typologies

0945 - 1015

1015 - 1045

19.

Examining money laundering and terrorist financing methods and

trends: APG Typologies Framework

(i)
(ii)

(iii)

FATF/APG Typologies Workshop 2007: report and outcomes
Short oral report by APG Secretariat

APG Typologies Working Group: current and future work
a) APG Yearly Typologies Report for 2008

b) 2008 APG Typologies Workshop themes and venue
Report by APG Secretariat and plenary discussion

[Typologies Working Group Progress Report 2008]
[APG Yearly Typologies Report 2007-08]
APG Typologies Working Group - chairing arrangements
Short oral report by APG Secretariat

Morning Tea

SESSION VI: Technical assistance and training (TA&T) issues

1045 - 1130

20.
(i)

(ii)

(iii)

Technical assistance and training

Overview of TA& T and Outcomes of TA& T Forum
Short oral report by APG Secretariat
Discussion of specific TA issues and opportunities
a) APG and Pacific Island jurisdiction activities
Oral report by APG Secretariat and representative from DAP Group
b) APG and ASEAN activities
Oral report by the APG and ASEAN Secretariats

Report by members of the APG DAP Group and Plenary discussion

SESSION VII: APG Co-Chairs, APG Steering Group and Future APG Meetings

1130 - 1150

1150 - 1200

1200 - 1330

21.

(i)
(ii)
(iif)

22.

APG Steering Group and hosting future APG Meetings

Confirmation of Steering Group membership 2008-09
Oral report by the Co-Chairs

Incoming APG Co-Chair 2008-10
Oral report by APG Co-chairs and plenary discussion
Hosting of the 2009 and 2010 APG Annual Meetings
Oral report by Co-Chairs and APG Secretariat
[Co-Chair & Annual Meetings 2008-10]
Closing remarks
Remarks by APG Co-Chairs

Lunch

END OF ANNUAL MEETING
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APG Annual Meeting 2008
Schedule of planned meetings, Sunday 6 July — Friday 11 July 2008

MEETING | TIVE | LOCATION
Sunday 6 July
APG DAP Group Meeting — Donors and Providers only * ‘ 1400 — 1700 ‘ Jakarta Room A
Monday 7 July
APG Typologies Working Group meeting 0900 - 1030 Nusantara Room 3
APG Implementation Issues Working Group meeting 1100 - 1230 Nusantara Room 3
Donors and Providers Open Seminar (no registration) 0900 — 1230 Jakarta Room A
Technical Seminar 1 1330 - 1700 Jakarta Room A
Technical Seminar 2 1330 - 1700 Jakarta Room B
Technical Seminar 3 1330 - 1700 Nusantara Room 3
APG Steering Group meeting (Steering Group members only) 1400 - 1430 Bandung Room
Meeting between APG Co-Chairs and APG Secretariat/briefing of | 1430 — 1530 Bandung Room
incoming Co-Chair
Mutual evaluation planning meeting — members being evaluated 1600 — 1645 Bandung Room
in late 2009/early 2010
South Asia Coordination Meeting 1730 - 1830 Jakarta Room A
Official Reception 1900 — 2100 Poolside, Westin Hotel
Tuesday 8 July
APG Annual Meeting — Session | 0900 — 0950 Plenary Room
APG Annual Meeting — Sessions Il (closed session) 1030 — 1045 Plenary Room
APG Annual Meeting — Sessions Il and Il 1045 - 1720 Plenary Room
APG DAP Group Sessions with individual jurisdictions* 1400 — 1630 Jakarta Room A
ASEAN Coordination Meeting 1645 — 1800 Jakarta Room A
Official Dinner 1900 - 2100 Poolside, Westin Hotel
Wednesday 9 July
APG Annual Meeting — Session Il (continued) 0900 — 1700 Plenary Room
APG DAP Group Sessions with individual jurisdictions* 0900 — 1645 Jakarta Room A
COAMLI Pacific Meeting 1700 — 1830 Jakarta Room A
Thursday 10 July
APG Annual Meeting — Session Il (continued) 0900 — 1330 Plenary Room
APG Annual Meeting — Session IV 1430 - 1730 Plenary Room
APG DAP Group Sessions with individual jurisdictions* 0900 — 1730 Jakarta Room A
Official Farewell Dinner 1900 — 2100 Budaya Theatre, Nusa Dua Hotel
Friday 11 July
APG Annual Meeting — Sessions V, VI and VII 0900 — 1200 Plenary Room
APG DAP Group Sessions with individual jurisdictions* 0900 — 0945 Jakarta Room A

Participation

The Opening Ceremony at Session | on Day 1 is an open session, open to all APG members and
observers, the media and VIPs. Session I, Item 4 on Day 1 is a closed confidential session and is for
APG members and the FATF only. All other sessions of the Annual Meeting are open to all participating

APG members and observers.

* Important Note: DAP Group meetings & individual jurisdiction / DAP Group sessions involve sharing
information amongst donors. Any member that does not want a donor to share information about the
TA&T planned or delivered for their jurisdiction should notify the donor and the APG Secretariat, in

advance of the Annual Meeting.
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Chinese Taipei Jurisdiction Report
APG ANNUAL MEETING 2008

Jurisdiction Reports should briefly indicate the major anti-money laundering / combating
the financing of terrorism (AML/CFT) developments since the 2007 Annual Meeting.

Subject headings for the report
1. Steps taken since July 2007 to implement the international AML/CFT
standards
a) Policy/coordination developments (eg enhancement of national coordinating
mechanism, awareness raising workshops etc)

(1) The Ministry of Justice (MOJ) is the competent authority of the Money
Laundering Control Act (hereinafter referred to as the MLCA), whereas its
Money Laundering Prevention Center (MLPC), Investigation Bureau acts as
the Financial Intelligence Unit, which is in charge of coordinating and
evaluating the operations of our law-enforcement agencies, financial
supervisory agencies, and Customs. To meet the standards proposed by the
FATF and APG, The MOJ organized and hosted two cross department
coordinating forums on AML/CFT which respectively held in October 2007
and February 2008 for integrating the resources and enhancing cooperation
between authorities on AML/CFT, several policies or measures are taking
after those forums as follows:

B Financial supervisory authorities have required all financial institutions
including banking sector and other financial sectors to contain the
monitoring of unusual financial transactions, no economic reason
transactions, financial transactions with high risk customers etc. into the
new revised Money Laundering Prevention Guidelines and Procedures.

B The MOI (Ministry of Interior) requested the National Association of Real
Estate Broking Agencies and the National Association of Land
Administration Agents to include the suspicious transaction activity
reporting obligation into the Real Estate Broking Agency Ethical Norm of
Profession and Land Administration Agents Ethical Norm of Profession on
October 25, 2007.

B For enhancing outreach and establishing cooperation mechanism with
NPOs, the MOI annually organizes outreach forum for discussing the preset
subjects, seeking resolution methods and sharing experiences on work. In
the occasions, the authority will raise awareness to all NPOs on the risks
and threats of terrorist abuse.

B Beginning from May of 2008, the Customs shall forward all the declaration
reports to the MLPC on the first, eleventh and twenty-first day of every
month by electronic media instead of once a month in the past for
shortening the time gap.

(2) The MLPC organized and hosted a bank’s AML/CFT compliance officer
forum on December 11, 2007 which invited the representatives from domestic
banks and foreign bank’s branches and subsidiaries in Taiwan to attend the



meeting for enhancing communication and discussion on the AML/CFT
related problems.

(3) The Investigation Bureau cooperated with Drug Enforcement Agency of US to
hold an international asset forfeiture seminar in April 2008. 50 delegates from
law enforcement agencies and prosecutors’ offices attended the seminar.

(4) The MLPC ever organized and hosted two seminars related to the object and
procedure problems of confiscating proceeds of crime in February 2008. The
viewpoints being raised by scholars and prosecutors in the two seminars have
been recorded and forwarded to the MOJ for reference on amending the
related laws.

b) Legislative developments eg new/amended legislation (incl. pending)

(1) The amendment of Money Laundering Control Act was passed by the
Legislative Yuan and promulgated on July 11, 2007 under presidential decree.
New gist of the amendment is as follows:

B To stay in line with the international trends of mutual aid in judicial matters,
in consideration of the international nature of money laundering prevention
efforts, and to demonstrate our government’s resolve and willingness to
participate in the international efforts of combating money laundering crime,
provisions are added to MLCA (paragraph 4 of Article 9, paragraph 3 of
Article 14, and paragraph 2 of Article 15) to allow the authorities to engage
in international cooperation of freezing, confiscating and sharing the
proceeds of crime based on the principle of reciprocity.

B In conformity with the FATF recommendations, provisions are added
(Article 10) stipulating that any person carrying cash of foreign currencies
or negotiable securities exceeding a certain amount in or out of the country
shall make declaration to the Customs. It is also added that in case of failure
to declare or untruthful declaration, the amount not declared or the amount
not truthfully declared shall be confiscated; in case of negotiable securities,
a fine shall be imposed in addition to confiscation.

B The revised MLCA has already criminalized terrorist financing in the
Paragraph 3 of Article 11 which stipulates “Whoever engages in financing
terrorist activity or organization that is acknowledged or kept track of by an
international anti-money laundering organization shall be imprisoned for
not less than 1 year and not more than 7 years; in addition thereto, a fine of
not more than NT 10 million dollars may be imposed”, and regarded it as a
predicate crime of money laundering in the Section 18 Paragraph 1 of
Article 3 which stipulates “The crimes prescribed in Paragraph 3 of Article
11 of this Act”. In addition, the newest regulations regarding Article 8 of
MLCA impose TF reporting obligations on financial institutions.

B In compliance with the Computer Processed Data Protection Act while
giving consideration to international judicial cooperation in criminal
matters, provisions are added (Article 16) stipulating that with regard to the
request for assistance by foreign governments, institutions or international



organizations, information of declarations or reporting and investigation
results may be provided based on the principle of reciprocity.

In response to a recommendation from the APG mutual evaluation in 2007,
a draft amendment to Paragraph 1 of Article 8 of the MLCA was proposed
to explicitly require financial institutions to report attempted transactions
that are suspicious in nature (submitted by the Executive Yuan to the
Legislative Yuan in April 2008).

(2) To provide the legal basis for financial sanctions in response to the

implementations of the UN Resolutions, the Financial Supervisory
Commission (FSC) and Central Bank of the Republic of China (CBC) have
jointly proposed draft amendments to Article 19-3 of the Foreign Exchange
Control Act and Article 5-2 of the Offshore Banking Act (resubmitted by the
Executive Yuan to the Legislative Yuan in March 2008). According to the said
draft amendments, where it is necessary for actions undertaken under the UN
Resolutions or international cooperation, the FSC and the CBC, upon approval
of the Executive Yuan, may jointly prohibit withdrawals, remittances, or
payments of specific persons, groups, or agencies, or take other necessary
dispositions toward them. The said draft amendments related to foreign
exchange control are expected to prevent the provision of financial resources
or supports to any person or institution designated by the UN or other
international organizations.

c) Regulatory developments - financial sector/DNFBPs/ARS/NPOs (eg issuing of
regulations or guidelines, initiatives in the private sector, ARS regulation etc)

1)

In response to recommendations from the APG mutual evaluation in 2007, the
FSC is proposing the draft “Regulations Governing Cash Transactions Reports
and Suspicious Transaction Reports by Financial Institutions” (expected to be
issued and take effect in mid 2008) after a comprehensive review of the
existing regulatory regime governing cash transaction reports (CTRs) and
suspicious transaction reports (STRs) by financial institutions. Incorporating
the “Regulations Regarding Article 7 of the MLCA " and “Regulations
Regarding Article 8 of the MLCA”, the major regulatory developments in the
said draft Regulations are as follows:

Pursuant to a recommendation from the APG mutual evaluation and the
threshold specified in the FATF Recommendations (i.e. USD/€ 15,000) and
with reference to the examples of other countries, the threshold for
occasional cash transactions that triggers CDD obligation and cash
transaction reporting is lowered from NT$1 million to NT$ 500 thousand
(approximately US$16,000).

In accordance with a recommendation from the APG mutual evaluation,
financial institutions are required to perform CDD and keep transaction
records of large-value transactions even when they are exempt from cash
transaction reporting.

According to the recommendations from the APG mutual evaluation, the
regulatory purview of suspicious transaction reporting is further revised.



)

@)

(4)

(5)

(6)

(")

(8)

Financial institutions are required to file STRs of attempted transactions, to
pay special attention to transactions from jurisdictions that do not or
insufficiently apply the FATF recommendation instead of the NCCT listed
jurisdictions stipulated in the existing Regulations, and to report a transaction
that is suspicious, irrespective of the amount.

The FSC issued the “Regulations Governing Futures Trust Enterprises” on 10
July 2007 and amended selected provisions of the “Regulations Governing
Managed Futures Enterprises” on 28 November 2006. Futures trust enterprises
and managed futures enterprises are required to comply with the relevant
regulations of anti-money laundering.

The FSC amended the Regulations Governing Information to be Published in
Prospectuses by Securities Investment Trust Enterprises Offering Securities
Investment Trust Funds on 30 January 2008. In order to inform subscribers
about anti-money laundering processes, the amended Regulations set out
specific particulars that must be noted on the brief description of the fund, and
provide that if a subscriber fails to produce any document requested by a
securities investment trust enterprise (SITE), the SITE may reject the
subscription.

The Certified Public Accountant Act was amended on 26 December 2007 to
strengthen oversight of CPAs and CPA firms.

The FSC coordinated with the Taiwan Securities Association and the
Securities Investment Trust and Consulting Association of the ROC to revise
the Checklist of Money Laundering Prevention Guidelines in August and
October 2007 in line with FATF Recommendations 7 and 22 in order to make
the Guidelines applicable to the financial institutions of branches and majority
owned subsidiaries located abroad.

At the request of the Insurance Bureau of the FSC, the Non-Life Insurance
Association of the Republic of China and The Life Insurance Association of
the Republic of China have included the Anti-Money Laundering Act into the
syllabus of qualification examinations from May 1, 2007 and July 1, 2007
respectively.

On January 29, 2008 the Insurance Bureau requested both The Non-Life
Insurance Association of the Republic of China and The Life Insurance
Association of the Republic of China to provide reports on the progress of
Anti-Money Laundering training by insurance companies, and on May 8, 2008,
the Insurance Bureau reminded the two Associations of the importance of
Anti-Money Laundering training.

On December 14, 2007 the Insurance Bureau requested the Insurance Agents
Association of the R.O.C. and the Insurance Brokers Association of the R.O.C.
to have a discussion on the setting of Anti-Money Laundering self-regulatory
guidelines.



d) Law enforcement developments (eg significant investigations / prosecutions,
establishment/enhancement of FIUs, statistics of STRs received, prosecutions,
assets seized, implementation of SRIX on cash couriers etc)

1)
)

©)

(4)

()

(6)

Statistics of STRs received, prosecutions, assets seized are as tabled below.

Pursuant to the lists of terrorists and groups provided by the American Institute
in Taipei (AIT), the FSC has disseminated 68 requests to all financial
institutions and related associations to act in accordance with the “Regulations
Regarding Article 8 of The Money Laundering Control Act”, i.e. upon the
finding of transactions related to the listed terrorists or groups or transactions
of which they are the ultimate beneficiaries, a financial institution shall file a
prompt report of the suspected transactions with the Money Laundering
Prevention Centre, Investigation Bureau of the Ministry of Justice and send a
copy thereof to the FSC.

With respect to the countries or areas with deficiencies in their AML/CFT
regime as determined by the International Co-operation Review Group (ICRG)
of the FATF, the FSC has disseminated relevant information to all financial
institutions and related associations. Financial institutions are urged to take
into account the risks arising from the deficiencies in the said jurisdictions,
and to exercise enhanced due diligence.

Pursuant to the mandates of UNSCR 1803 against Iran in March 2008, the
FSC has disseminated the list related to the supporters of the Iranian WMD
program to all financial institutions and related associations. Financial
institutions are required to pay special attention to transactions related to trade
with Iran, including granting of export credits, guarantees or insurance.
Financial institutions are also required to exercise vigilance in entering into
business relationships with all banks domiciled in Iran and their branches and
subsidiaries abroad. Moreover, financial institutions are required under the
“Regulations Regarding Article 8 of the MLCA” to file STRs with the Money
Laundering Prevention Centre upon the finding of any transaction related to
the listed persons or groups, or transactions of which they are the ultimate
beneficiaries.

To implement the requirements of customer due diligence and record keeping
under Articles 7 and 8 of the MLCA, the Financial Examination Bureau of the
FSC has provided for a special chapter in examination handbooks concerning
the examinations of AML operations. In addition, financial examiners are
required to incorporate the implementation of Know Your Customer policy
and AML operation into regular financial examinations and to conduct
targeted financial examinations on banks with a relatively large number of
Watch-listed Accounts.

The Customs has regarded the cross border passengers who ever carried
foreign currency exceeding the threshold (USD$10000 or equivalence) but
failed to declare or falsely declared to customs as potential cross border
currency couriers and shall enhance inspection to the subjects, and any
suspected criminal activity being found shall be forwarded immediately to law
enforcement agencies for further investigation.



2.

e) International co-operation developments (eg ratification of treaties/instruments,

mutual legal assistance developments, MOUS)

According to Recommendation 40 of the FATF, countries should ensure that their
competent authorities provide the widest possible range of international co-operation
to their foreign counterparts. There should be clear and effective gateways to
facilitate the prompt and constructive exchange directly between counterparts, either
spontaneously or upon request, of information relating to both money laundering and
the underlying predicate offences. The MLPC, serving as the FIU in Taiwan, spares
no efforts to play its part in international cooperation to fight money laundering.

In addition to admissions to the Asia/Pacific Group on Money Laundering (APG),
the EGMONT Group and other international organizations as regular members, the
MLPC also regularly attends annual meetings and regular workshops held by such
international organizations. According to 40 Recommendations of the FATF,
international cooperation includes the cooperative agreements with foreign FIUs in
anti-money laundering and combating financing terrorism, and the signing of
Memorandum of Understanding.

In 2007, the MLPC signed Cooperative Agreements and Memorandum of
Understanding (MOUSs) concerning the exchange of intelligence to combat money
laundering and terrorist financing with Bermuda, the Cook Islands, Solomon Islands
and Saint Kitts and Nevis. Looking forward, the MLPC will continue similar
initiatives to promote the signing of bilateral agreements and MOUs on the exchange
of related financial intelligence with other FIUs.

In addition to the protocol on juridical reciprocity between the U.S.A. and Taiwan,
the Criminal Investigation Bureau (CIB) also keeps in touch with the competent
central authorities of the various countries through the International Criminal Police
Organization (Interpol), and closely works with the liaison offices of the U.S.A.
(FBI, DEA and USSS) and Canada (RCMP) in Hong Kong. Presently, the Criminal
Investigation Bureau has liaison officers in Vietnam, Thailand, the Philippines,
Japan, Malaysia, Indonesia, the U.S.A. and South Africa to engage in information
exchange.

Training, technical assistance and capacity building initiatives

a) Technical assistance provided or received during the past 12 months

(1) To better understand alternative remittance systems and NPOs involving in
financing terrorism, Chinese Taipei sent four experts to attend two workshops
held by APEC in 2007 and presented a briefing of “NPOs in Taiwan”.

(2) The MLPC organized AML/CFT training seminars in Chinese Taipei for
delegates from Mongolia FIU and Saint Kitts & Nevis FIU respectively in
February 2008 and in April 2008. Training courses include receiving and
analyzing financial institutions’ reporting of suspected money laundering
transactions and large-sum currency transactions, custom’s reporting of cross-
border cash carriage, assisting financial institutions in establishing money
laundering prevention mechanism, creating related databases, case study of
money laundering topologies and prevention strategies. In addition, the Center



also provides AML/CFT training courses for the law enforcement officers from
Gambia in May 2008.

b) Technical assistance required during the next 12 months (please attach any
TA&T matrix or coordination documents)

(None)

c) Other capacity building initiatives (eg AML/CFT training)

Please note, this information may have been updated as part of the exercise to
update the AML/CFT Needs Matrix.

(1) Statistics on AML training programs provided by the FSC and peripheral

institutions
Holding Institution Year Cont_er}t of Numt_)er of | Number of
Training Sessions | attendees
Securities and Futures
Bureau., Financial 2007 MLCA and case 1 47
Supervisory study
Commission
2007 (May- |Seminars on AML 11 350
Taiwan Academy of/December) and
Banking and Finance |2008 (January- |Auditor courses 14 593
May)
2007 (July- AML training 3 978
Taiwan Securities November) courses
Association 2008 AML training 13 1.166
(February-May) courses
The Securities 2007 (July- | MLCA and case 17 1111
Investment Trust and | December) study '
Consulting
Association of the 2008|\(/IJ§nuary- MLCA adnd case 5 400
R.O.C. y) study
2007 (July- | MLCA and case 5 278
Securities & Futures | December) study
Institute 2008 (January-| MLCA and case
. 3 95
April) study
AML training
programs for
Insurance Bureau, agsomates of
Financial Supervisory le?r?g gg%mary’ insurance 4 379
Commission y) companies in
Taoyuan, Taipei,
Taichung and
Kaohsiung.




)

AML training
programs for
associates of

insurance 4 220

companies in llan,

Hualien, Taitung
and Pingtung.

2008 (April and
May)

Taiwan Insurance

) 2007 Auditor courses 15 754
Institute

Total 96 5,671

Training held by MLPC

To assist personnel of the financial institutions in establishing awareness for the
indicators of possible money laundering and in observing the stipulations of the
MLCA, the MLPC sent staff to financial institutions as requested for anti-money
laundering lectures. The table below shows the number of lectures and
participants.

Subtotal
Types of financial institutions No. of No. of
lectures | participants

Domestic banks 47 3,054
Banks Foreign banks 14 785
Farmers’ & fishermen’s credit associations 4 377
Securities investment & trusts 8 341
Securities brokers 19 1,223
Securities & Futures Institute 1 65
Taiwan Post Co. Ltd. 2 64
Taiwan Insurance Institute 32 2,043
Bills finance corporations 1 55
Total 128 8,007

(3) The MOQJ held two assets forfeiture seminars in the Judiciary Academy in April

(4)

()

2007 for promoting the professional capability of prosecutors and investigators
on ML/FT investigations and prosecutions.

The CIB held a seminar “Combating Money Laundering and Drug Trafficking
between Taiwan and China” in December 2007 for promoting police officer’s
professional ability on tracing the proceeds of crime from money laundering and
drug trafficking.

Beginning from 2008, the MLPC Annual Report will be distributed to all the
AML/CFT compliance officers of financial institutions. The Financial
Examination Bureau of the FSC issued an order on May 7, 2008 to require
financial institutions to incorporate relevant information into their education
guidance on AML/CFT after receiving the annual report. Furthermore, the said
annual report will be included into the FSC’s financial examination.




(6) The MLPC obtained permission from FATF to translate the “Guidance on the

Risk-Based Approach to Combating Money Laundering and Terrorist
Financing” into Chinese and included it in the 2007 MLPC annual report that
will be distributed to authorities, FIs and DNFBPs for reference.

(7) The MLPC analyzes the domestic trends, typologies and emerging threats of

ML/FT annually and publishes it in the MLPC annual report. In addition, the
global emerging ML/FT methods would be posted timely on the AML/CFT
dedicated web pages under the Investigation Bureau web site for providing
progressive awareness campaign to financial institutions, DNFBPs and other
entities.

APG Typologies — methods and trends
Case studies of significant methods identified

Case study 1: Cheng’s Corruption/Kick-back Case

MLPC received indirectly the Bank B’ s report on activity suspected of money
laundering. The report is summed up as follows: “Bank’ s customer Chen XX’s
account balance was usually low. Yesterday after NT 8,320,000 was wired into
Chen’ s account from Bank A, Chen came to the bank, saying that he would like
to withdraw $8,000,000 in cash. Our bank teller advised him to wire transfer the
money, but he insisted on withdrawing the money in cash. Because we did not
have that much cash at the bank, we asked Chen to come back the next day.”

An investigation by the MPLC found out that the speaker of XX County Council
Cheng XX borrowed the licenses of Construction Company B and several other
construction firms to bid for a work of XX County Council. Cheng XX would leak
the price ceiling in advance that the award price ended up being exactly identical to
the set ceiling. After the work was completed, the contractor deducted its cost and
transferred the profit from an account at Bank A into the account of Luo at the
same bank, from which, the money was wired into the account of Cheng XX’s half
brother Chen at Bank B. Chen then withdrew the money in cash and gave it to
Cheng XX.

The Prosecutor’ s Office of Nantou District Court has brought prosecution in
2007.

Figure 1: Cheng’s Corruption/Kick-back Case
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Case study 2: Chen’s Fraud Case
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MLPC discovered in its database and received the Bank A’ s report on an activity
suspected of money laundering on December 28, 2007. The report is summed up as
follows: “Chen withdrew cash from his account at Bank A in the sum of NT 43
million and NT 4.9 million in two days.” An investigation found that Chen used a
forged land ownership certificate to sell a piece of land to Developer A and
received three checks of Bank A in the sum of NT 5.5 million, NT 60 million and
NT 80 million respectively. Chen deposited those checks in an account at Bank A
opened on the same day. Besides making cash withdrawals, Chen wired NT 100
million into his account at Bank B and used the money to buy 110 1-kg gold
bullions. Chen then took a flight to Macao on the following day.

Figure 2: Chen’s Fraud Case
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Case study 3: Lin’s Violation of Banking Act Case

MLPC received a report from the customs in 2005 that Lin, a ROC citizen, carried
¥ 79 million with him to Japan in July the same year.

An investigation found that Lin was the responsible person of Company A, and had
been using the accounts of Company A, his spouse and children to engage in
underground remittance between Taiwan and Mainland China for clients. Money
exchanged through Lin over the years amounted to NT 643,353,103. The way Lin
did his business was: a client went to China to order goods, such as apparel and
paid a small amount of deposit. The client then remitted the balance payment in
NTD into a dummy account used by Lin after returning to Taiwan. The merchant
in China would ship the goods to Taiwan after receiving a photocopy of the
remittance. Lin would exchange the money he received in Taiwan into Japanese
Yen and deposited the money into his account in Japan through wire transfer or in
cash. He then gave the balance payment to an underground remittance business by
unknown means, which then paid the merchant in China.

The financial institutions involved failed to make any suspected money laundering
report and have been prosecuted by the Prosecutor’s Office of Banchiao District
Court in 2007.

Figure 3: Lin’s Violation of Banking Law Case
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Case study 4: Violation of Banking Law Case ( underground remittance )

On October 29, 2007, Taipei City Police Department uncovered 7 suspects,
including Chiu, committing to operate alternative remittance service in the form of
family business and seized 42 passbooks for the illegal remittance, cash in the
amount of NT$3,200,000, business plan, customers’ bank account registry, account
books, computers and fax machines, etc.. For the time being, given that the
financial remittance between Taiwan and Mainland China will take one week at
least per remittance, Taiwanese businessmen successively tend to do money
remittance through such channel for the sake of convenience and timeliness. Said
alternative remittance service establishes bases in the Mainland China to accept
RMB, and exchanged it into NTD in Taiwan and then remitted it to the account
designated by the customer. The service boasted “simultaneous exchange and
personal service of large payment”, and charged the difference in exchange in the
amount of 0.02~0.04 RMB per RMB. The alternative remittance service has been
incorporated for many years, and the money remitted by it per day amounted to
more than ten million dollars. Since the service started business at the beginning of
January 2007, the cross-strait funds exchanged through the channel have amounted
to more than a hundred million dollars, and the service sought great profits.
Eventually, the case was uncovered by Taipei City Police Department upon
investigation. The criminal syndicate is held suspected of violating the Banking
Law and Money Laundering Control Act because it was engaged in illegal banking
exchange business. The customers who commissioned the exchange through the
alternative remittance channel are also held suspected of violating Acts Governing
Relations Between Peoples of the Taiwan Area and the Mainland Area and Foreign
Exchange Control Act therefor.

b) Research / studies undertaken on ML/FT typologies

11
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1)

(2)

The MLPC started from scratch and is now entering its second decade. Despite
of limited resources, MLPC has turned out brilliant performance as a part of the
money laundering prevention efforts in the past ten years and won positive
review at home and abroad. Undeniably, our anti-money laundering work has
much room for improvement. That was why MLPC worked with Taiwan
Prosecutor Review to hold a Forum on 10-Year Anniversary of Money
Laundering Control Act - Retrospect and Outlook on November 13, 2007,
several scholars, experts and industry people were invited to present reports on
“ Substance and Procedure for Confiscating Proceeds of Money Laundering
Crime” , “ New Thinking on Money Laundering Prevention - Money
Laundering Prevention, Financial Supervision, and Investigative Power”, “Are
Defense Attorneys a High-Risk Group for Committing the Offense of Money
Laundering”, and “Protection of Legal Interest in Money Laundering Crime and
the Stature of Legal System” respectively. Those reports examine the merits and
deficiencies of our past anti-money laundering work and provide reference for
future policy making.

In 2007, there were a total of 31 money laundering cases prosecuted by the
district prosecutors’ offices in accordance with the MLCA (including the cases of
detered prosecutions and petitions for summary judgments). Among these cases,
28 of them channeled the proceeds through various financial institutions as
referred by Paragraph 1, Article 5 of the MLCA.. Please refer to below table

Monex Iaundering through various financial institutions.

Type of financial institutions No. of Cases
Banks 24

Postal service engaged in money | 2

transfers

Credit unions 1

Farmers’ & fishermen’s credit| 1
associations
Total 28

Means of money laundering by criminals

Money laundering methods No. of Cases
Dummy accounts 17
Remittance abroad 6
Accounts of relatives 2
Repayments of debts 3
Total 28

Statistics —

a) Number of suspicious transaction reports received and disseminated;

1)

Filings of SARs
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In 2007, there were a total of 1,741 SARs filed by various types of financial
institutions. The number was 1,281 for 2006, and was 1,034 for 2005. Please

refer to below table

Reporting entity No. of filings
Domestic banks 983
Foreign banks 79
Credit unions 15
Farmers’ & fishermen’s credit | 14
associations

Insurers 63
Postal service engaged in money | 358
transfers

Securities investment enterprises | 0
Securities depository enterprises | 227
Credit Companies 2
Securities brokers 0
Futures brokers 0
Total 1,741

Filings of CTRs

A total of 1,190,753 CTRs were filed by financial institutions in Taiwan in

2007 as follows:

Reporting entity No. of cases
Domestic bank 945,590
Foreign banks 6,855
Trust &  investment | 2,900
companies

Credit unions 49,959
Farmers’/  Fishermen’s | 74,796
credit associations

Postal service engaged | 109,764
in money transfers

Other financial | 889
institutions

Total 1,190,753

Receipt of International Currency Transportation Reports (ICTRS)

According to Recommendation 1X of the FATF, “countries should have
measures in place to detect the physical cross-border transportation of
currency and bearer negotiable instruments, including a declaration system or
other disclosure obligation.” The purpose of this recommendation is to urge all
the countries to put together a system to monitor the transportation of cash and
bearer negotiable instruments.

In 2007, the Paragraph 1, Articlel0 of the MLCA has been revised as: “All
passengers or service crews of transportation carriers should declare to the
Customs the following articles which they bring along with them upon entry or

13



(4)

exit the country: (a) Cash of foreign currency over a total value of a certain
amount. (b) Portfolio/negotiable securities over a total face value of a certain
amount. The certain amount described herewith donates Ten Thousand U. S.
Dollars or equivalent foreign exchange. The Customs should report to the
authority concerned specified by the Executive Yuan after receiving the

Customs declaration.

In 2007, a total of 5,157 cases were reported to the MLPC by Customs as

follows:
Inbound & outbound No. of ICTRs
Inbound 2,654
l[Outbound 2,503
Total 5,157
Statistics of STRs, CTRs and ICTRs disseminated in 2007
SARs:
[Status No. of Cases

[Disseminated to the investigation offices of the MJIB [273

competent agencies

Disseminated to the police agency and other|110

[Closed and filed to FIU Database for reference 1,238

[Under analysis

361

CRTs:

Status

No. of cases disseminated

Disseminated to the MJIB’s

investigation offices

35

Disseminated to police
agency and other competent
agencies

38

Closed and filed to FIU
Database

83

Under analysis

50

For intelligence

ICTRs:

Status

No. of cases

Disseminated to the MIJIB’s
offices

investigation|5

[Closed and filed to FIU Database

64

[Under analysis

23

b) Number of AML/CFT investigations, prosecutions, convictions and sanctions;
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Statistics of the prosecuted money laundering offenses in 2007 as follows:

Forwarded to prosecutors/investigators [Investigation [Prosecutors’ |Police Total
Type of offences Bureau Office Agency
General RObbery 0 0 1 1
criminal Fraud 0 0 4 4
Cases Extortion 0 0 2 2
General criminal cases
Subtotal 0 0 / /
Ngrcotlc Trafficking  3rd grade1 0 0 1
crimes drugs
[Narcotic crimes
Subtotal ! 0 0 !
Kickbacks 2 0 0 2
[[Corruption  |Malfeasance and bribery |1 0 0 1
Bribery through jobbery |1 0 0 1
[[Corruption
Subtotal 4 0 0 4
market manipulation 1 2 0 3
Bl_Jsmess - 1 0 0 1
misappropriation
Habitual usury 1 0 0 1
Habitual fraud 0 0 3 3
\Violation of Act
) Governing Bills Financell 0 0 1
Economic  |Business
crimes Fraud 0 0 2 2
Embezzlement in the
Pursuit of Social4 0 0 4
Activities
Violation of Article 125 0 0 3
of the Banking Law
Anti-trust ~ under the1 0 0 1
Banking Law
[Economic crimes Subtotal 17 2 12 31

c) Amount of seizures & confiscation related to ML and TF

(1)

In 2007, the total amount of money laundering proceeds amounted to NTD

69,103,390,744 from the cases prosecuted by district prosecutors’ offices

(including the cases of deterred prosecutions and petitions for summary
judgments) under the MLCA. Statistics of the distributions of laundered money
from the proceeds of crime are as follows:

Sum No. of Cases
NTD 10 thousand (exclusive) — NTD 100 |3
thousand

NTD 100 thousand (exclusive) — NTD 1 million |3
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NTD 1 million (exclusive) — NTD 5 million 2

NTD 5 million (exclusive) — NTD 10 million 3

NTD 10 million (exclusive) — NTD 20 million 1

NTD 30 million (exclusive) — NTD 30 million 19

Total 31

(2)

(3)

(4)

The CIB cracked down 26 cases for violation of the MLCA from July 2007 to
April 2008, and the illicit seized money reached NT$3,261,700.

The MJIB and the CIB, the two major drug enforcement agencies in Chinese
Taipei, placed more resources on tracking the illegal funds of drug trafficking
in 2007. The Investigation Bureau posted 120 dedicated investigators on drug
enforcement and cracked down 104 drug trafficking cases. The seizure of
illegal funds from drug trafficking cases reached NTD $18,300,000 (about USD
$610,000) in total. It has increased quite a few to compare with the previous
year of NTD $1,100,000 (about USD $35,000) in cash, two fishing boats and
two luxury sedans in seizure. The CIB seized illegal funds NTD$24,844,557
(about USD$745,000) in 2007 from drug related enforcement.

Statistics from CIB

State

Number of
Amount of Date of
Case arrested : .
seizure solution
offenders

Philippines | ships) and blackmail, | 5 persons | NT$20,000,000 | 2007.07.27

Kidnapping (persons and

alternative remittance

Malaysia

Syndicate dedicated to

forgery of credit cards 6 persons | NT$90,000,000 | 2008.01.01

d) Nu

1)

()

mber of AML/CFT supervisory inspections and statistics of sanctions

From January 2007 to April 2008, the FSC has imposed fines on 3 banks and 1
postal saving system for violating Article 7 of the MLCA.

The regulations Governing the Establishment and Administration of Foreign
Currency Exchange Bureaus had been amended on January 25, 2007 that
explicitly stipulate the limit of each transaction, ascertaining identity of
customer, keeping transaction record as evidence and reporting any STR to
MLPC. The CBC has already conducted intensive examination 5 times to the
industry since August 2007 for enhancing the effectiveness on AML/CFT of the
industry.

e) Statistics related to international cooperation — MLA, extradition, FIU info etc.

1)

In 2007, the MLPC has exchanged 86 pieces of ML/FT information with
foreign counterparts, and has respectively signed AML/CFT MOUs with
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b)

Bermuda and Cook Islands, AML/CFT agreements with Solomon Islands and
Saint Kitts & Nevis. In the first half year of 2008, the MLPC has respectively
signed AML/CFT MOU with United States and Aruba.

(2) In 2007, the FSC signed MOUs or Exchange of Letters for cooperation in
single-sector or cross-setcor supervision with U.K., Philippines, Australia,
India, Jordan, Egypt and U.S.

(3) The Customs has officially become a member of CAPERS (Customs Asia
Pacific Enforcement Reporting System). In addition, the customs has
respectively signed agreements or MOUs with the U.S., Philippines and
Australia counterparts for sharing customs information.

(4) The CIB can rapidly exchange criminal information with foreign counterparts
through “Interpol Radio Station” and law enforcement liaison officers posted
in other countries, such as Thailand, Philippines, Vietnam, Indonesia and
Japan. The CIB has increased two law enforcement liaison officers to post in
the U.S. and South Africa in May 2008.

Future priorities and planned AML/CFT initiatives / activities

The FSC has proposed the draft “Regulations Governing Cash Transactions Reports
and Suspicious Transaction Reports by Financial Institutions” which will come into
effect in the latter of this year. The added/revised regulations are such as the
threshold for occasional cash transactions is lowered from NT$1 million to NT$ 500
thousand (approximately US$16,000), performing CDD and keeping transaction
records of large-value transactions even when they are exempted from cash
transaction reporting, filing STRs of attempted transactions and paying special
attention to transactions from jurisdictions that do not or insufficiently apply the
FATF recommendation, prohibiting banks from establishing correspondent banking
relationships with shell banks and acting as a correspondent bank for any foreign
bank that permits its accounts to be used by shell banks.

The Justice Minister made a public announcement in February 2008 to put priority
on the criminal prosecutions of proceeds of crime, money laundering and asset
forfeiture. Several initiatives have been taken by the MOJ that include requiring
prosecutors to take necessary steps to seize assets of crimes while investigating ML
and related criminal cases, organizing training seminars for prosecutors specialized
in investigating drug, organized crimes, corruption and financial crimes and
establishing more practical on-job training programs for the prosecutors.

The third amendment of the MLCA was passed by the Legislative Yuan on June 14,
2007 and criminalized the financing of terrorism. Furthermore, the “Office of
Homeland Security” has been established under the Executive Yuan on August 16,
2007 to coordinate the National Security Bureau, Ministry of Defense, Ministry of
Justice, Financial Supervisory Commission, Ministry of the Interior and to integrate
resources from the abovementioned departments. Therefore, several meetings have
been regularly summoned to discuss measurements taken for monitoring and
preventing all illegal activities (including any international terrorism organization
and money laundering).

17



d) The financial supervisory authorities and the MLPC shall continuously undertake

proper measures including the improvement of financial supervision, publication of
related guidance and education to the employees of financial institutions for
strengthening the recognition and implementation of the related laws and regulations
about CDD, STR and CTR.

With the improvement of Internet technology and communication facilities, new
money-laundering methods have been developed and are updated continually. Illegal
or terrorist organizations also gather professional accountants, lawyers and computer
experts to engage in sophisticated money laundering. This makes the investigation
of money laundering crimes become more difficult. Consequently, all law
enforcement agencies will increase professional training in finance and information
technology to enhance their money laundering investigation capacity.
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2008 CHINESE TAIPElI PROGRESS REPORT REGARDING SECOND ROUND ME RECOMMENDATIONS

AML/CFT System

Recommended Actions

Description of actions taken or being taken to remedy deficiencies

Legal System and Related Institutional Measures

Criminalization of Money
Laundering (R.1 & 2)

Amend ML definition to reflect Art

3(1)(b)(c) of Vienna Convention and Art

6(1) of Palermo

Amend legislation to include provision

identifying  ‘property” and  ‘property

interests’

Amend MLCA so that conviction of a

predicate offence is not necessary when

proving that property is POC

Amend MLCA to reduce threshold to 6

months.

Prioritize passing legislation to criminalize

terrorism including terrorist financing

Amend legislation to clarify that the

ancillary offences of the Code apply to the

offence of ML

Amend MLCA to reflect that intention in

ML can be inferred from objective factual

circumstances

Delete from Article 9 the provision

regarding employees or representatives

‘engaging within the scope of his or her

employment in ML activities’

Remove Article 10 and

Prosecution Guidelines on ML

Improve statistics by

O clearly identifying which cases lead to
ML convictions as opposed to the
convictions for serious crimes;

O including or identifying any fines or
penalties that may have been imposed

insert it in

The MLCA promulgated in 1997 and experienced amendments in
2003, 2006 and 2007. The main amendments of MLCA in 2007
include:

» Containing fraud and usury into the predicate crimes of
money laundering if the property or property interests
obtained from the commission of the crime(s) exceeds NT 5
million dollars. (Article 3)

» Extending the imposed obligations of money laundering
prevention to certain financial institutions, such as
Agricultural Bank of Taiwan, trust enterprises. (Article 5)

» Authorizing prosecutor to extend ML assets freezing period
one more time to maximum 6 months after applying approval
from court during investigation. (Paragraph 4 of Article 9)

»  Reducing restrictions of mutual legal assistance from MLAT
or MLAA as preconditions in the past to can only base on
reciprocity and mutual benefits. (Article 9, Article 14, Article
15)

»  Legislating the declared information of cross border currency
movement can be forwarded to the MLPC and expanding the
declaration scope to include bearer financial instruments.
(Article 10)

»  Criminalizing terrorist financing. (Article 11)

The MOJ is coordinating with the Statistics Department and the

Prosecutor’s Office of Taiwan High Court to integrate the

statistics of ML/FT prosecutions, convictions and convicted

persons.

The MOJ held two assets forfeiture seminars in the Judiciary

Academy in April 2007 for promoting the professional capability

of prosecutors and investigators on ML/FT investigations and

prosecutions.

The CIB held a seminar named “Combating Money Laundering

1




on legal persons involved in the ML;

O noting for inclusion in the statistics,
whether the convicted persons (both
natural or legal) were subjected to any
civil or administrative sanctions;

O having one body responsible for
gathering all ML statistics from the
various law enforcement and judicial
authorities to ensure consistency and
improve reliability for the purposes of
assessment as to the effectiveness of the
Chinese Taipei AML/CFT regime

Provide practical case workshops for the

judiciary aimed at improving their

understanding of the legal elements
required to prove ML, and the Police to
improve their ML investigation skills.

and Drug Trafficking between Taiwan and China” in December
2007 for promoting police officer’s professional capability on
tracing the proceeds of crime from money laundering and drug
trafficking.

The Investigation Bureau cooperated with Drug Enforcement
Agency of US to hold an international asset forfeiture seminar in
April 2008. 50 delegates from law enforcement agencies and
prosecutors’ offices attended the seminar.

Criminalization of Terrorist
Financing (SR.11)

It is recommended that the authorities
review  and re-draft  the draft
Counter-Terrorism Act Bill to ensure that it
satisfies the requirements of the UN
Terrorist Financing Convention and SR 1l
before submitting it to the Legislative
Yuan.

Chinese Taipei is encouraged to finalize the
draft law and have the law passed by the
Legislative Yuan as soon as possible.

e The new amendment of Money Laundering Control Act (MLCA)

in July 2007 has already criminalized terrorist financing in the
Paragraph 3 of Article 11 which stipulates “Whoever engages in
financing terrorist activity or organization that is acknowledged or
kept track of by an international anti-money laundering
organization shall be imprisoned for not less than 1 year and not
more than 7 years; in addition thereto, a fine of not more than NT
10 million dollars may be imposed” and include it as a predicate
crime of money laundering in the Section 18, Paragraph 1, Article
3 of the same Act. In addition, the newest authorized regulation
according to Article 8 of the MLCA has imposed TF reporting
obligations on financial institutions.

Confiscation, freezing and
seizing of proceeds of crime
(R.3)

authorities may want to clarify the MLCA
by ensuring the exact phrase “property or
property interests obtained from a serious
crime” used in Article 2 is used in Articles
4 and 12

it is recommended that the Chinese Taipei
amend the MLCA to specifically
“property” and “property interests” to
ensure that the offence of ML extends to all

The MLPC ever organized and hosted two seminars related to the
object and procedure problems of confiscating proceeds of crime in
February 2008. The viewpoints being raised by scholars and
prosecutors in the two seminars have been recorded and forwarded
to the MOJ to refer on amending the related laws.




types of property that directly or indirectly
represents proceeds of crime

it is recommended that the authorities
consider amending the law to clearly reflect
the requirement to prevent or void actions,
whether contractual or otherwise where
persons involved knew or should have
known that as a result the authorities would
be prejudiced in their ability to recover the

property,

Freezing of funds used for
terrorist financing (SR.111)

Chinese Taipei should:

establish clear legal provisions and
procedures to freeze terrorist funds or other
assets of persons designated in the list
pursuant to UNSCR 1267

have effective laws and procedures to
freeze terrorist funds or other assets of
person designated pursuant to UNSCR
1373

The said freezing pursuant to UNSCR 1267
and 1373 should be ex parte and without
delay.

have effective laws and procedures to
examine and give effect to the actions
initiated under the freezing mechanisms of
other jurisdictions

The freezing actions should extend to funds
or other assets wholly or jointly owned or
controlled, directly or indirectly, by
designated persons, terrorists, those who
finance terrorism or terrorist organizations
and funds or other assets derived or
generated from funds or other assets owned
or controlled directly or indirectly, by
designated persons, terrorists, those who
finance terrorism or terrorist organization.
have effective systems for communicating
actions taken under the freezing

Paragraph 3, Article 11 of the MLCA stipulates: “Whoever
engages in financing terrorist activity or organization that is
acknowledged or kept track of by an international anti-money
laundering organization shall be imprisoned for not less than 1
year and not more than 7 years; in addition thereto, a fine of not
more than NT 10 million dollars may be imposed” and Section
18, Paragraph 1, Article 3 of the Act, stipulates: “The crimes
prescribed in paragraph 3 of Article 11 of this Act”, which
includes the terrorist financing into the predicate crimes of money
laundering. The legal provisions to freeze the proceeds of money
laundering described in the Act can be applied to terrorist funds or
other assets of persons designated in the lists of related UNSCRs.




mechanisms to the financial sector

provide clear guidance to financial
institutions and other persons or entities
that may be holding targeted funds or other
assets concerning their obligations in taking
action under freezing mechanisms

have effectively and publicly-known
procedures for considering de-listing
requests and for unfreezing the funds or
other assets of de-listed person or entities
There should be clear provisions for
persons or entities affected by the freezing
actions to obtain relief

There should be procedures to challenge
measures with a view to having them
reviewed by a court.

The Financial Intelligence
Unit and its functions (R.26,
30 & 32)

A review of the distribution list of the
MLPC Annual Report may be warranted to
ensure the report reaches the right people.

® Beginning from 2008, the MLPC Annual Report will be distributed

to all the AML/CFT compliance officers of financial institutions.
The Financial Supervisory Bureau issued an order on May 7, 2008
to require financial institutions to incorporate relevant information
into their education guidance on AML/CFT after receiving the
annual report. Furthermore, the said annual report will be included
into the FSC’s financial examination.

Law enforcement,
prosecution and other
competent authorities (R.27,
28, 30 & 32)

There is a need for more resources to be
focused on ML investigations that relate to
the proceeds of drug trafficking.

DEC and Drug investigators within the CIB
need to have the capacity to investigate the
acquisition of assets and the laundering of
drug income. Statistics reflect this is not
currently occurring.

It is recommended that key law
enforcement agencies establish dedicated
money laundering and proceeds of crime
units with additional resources and
specialist forensic accountancy capacity to
investigate and take action over criminal
proceeds.

The Investigation Bureau and the Criminal Investigation Bureau,
the two major drug enforcement agencies in Chinese Taipei, placed
more resources on tracking the illegal funds of drug trafficking in
2007. The Investigation Bureau posted 120 dedicated investigators
on drug enforcement and cracked down 104 drug trafficking cases.
The seizure of illegal funds from drug trafficking cases reached
NTD $18,300,000 (about USD $610,000) in total. It has increased
quite a few to compare with the previous year of NTD $1,100,000
(about USD $35,000) in cash, two fishing boats and two luxury
sedans in seizure. The CIB seized illegal funds NTD$24,844,557
(about USD$745,000) in 2007 from drug related enforcement.

The Ministry of Justice made a public announcement in February
2008 Lunar New Year press conference to set priority on the
criminal prosecutions of proceeds of crime, money laundering and
asset forfeiture. Several initiatives have been taken by the MOJ that
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Chinese Taipei should review the problems
faced by law enforcement where there is
difficulty in proving funds were derived
from a specific offence. If the findings
warrant it, Chinese Taipei may consider a
reverse onus provision as part of a civil
forfeiture regime.

include requiring prosecutors to take necessary steps to seize assets
of crimes while investigating ML and related criminal cases,
organizing training seminars for prosecutors specialized in
investigating drug, organized crimes, corruption and financial
crimes and establishing more practical on-job training programs for
the prosecutors. For studying the possibility to introduce civil
forfeiture regime into the judicial system of Chinese Taipei, the
MOJ assigned a prosecutor to the U.S. in June 2008 for studying
the civil forfeiture system and the practical operation.

The Investigation Bureau cooperated with the U.S. Drug
Enforcement Agency to hold an international asset forfeiture
seminar in April 2008. 50 delegates from law enforcement agencies
and prosecutors’ offices attended the seminar.

Cross-border declaration or
disclosures (SR.1X)

An urgent review of customs powers and
resources should be undertaken.

A review of the declaration systems needs
to be undertaken to determine if the lack of
resources available to the Customs Service
to enforce the system is undermining its
effectiveness.

A system of profiling potential cash
couriers needs to be established and
implemented and the number of random
inspections needs to be increased.

A review of Customs Service powers and
training in  relation to immediate
investigative response to the persons who
are discovered at the border with cash
needs to be undertaken.

The capability to prevent the movement of
funds over the border needs to be increased
to compliment other effective measures in
place within the jurisdiction.

A review of the sanctions available for
non-declaration and the smuggling of cash
is required. There needs to be a strong
deterrent for smuggling or failure to declare
currency movements. Sanctions in addition

The customs recruits new staff every year. In 2007, the customs
increased 363 staff for catching up the insufficiency of human
resources. In addition, the customs adopted risk management
system and used advanced x-ray screening instruments to promote
the efficiency and effectiveness of luggage inspection.

The customs has implemented Red-Green-Lane customs
clearance system and required customs officers to intensify
random inspections to the cross border passengers using the
Green-Lane (Nothing to Declare) counters.

The customs has regarded the cross border passengers who ever
carried foreign currency exceeding the threshold (USD$10000 or
equivalence) but failed to declare or falsely declared to customs as
potential cross border currency couriers and shall enhance
inspection to the subjects.

Although the customs officers do not possess the power to
conduct criminal investigation or interrogation to any passenger
who illegally carries foreign currency exceeding the threshold,
any suspected criminal activity being found shall be forwarded
immediately to law enforcement agencies for further
investigation.

Beginning from May of 2008, the customs shall forward all the
declaration reports to the MLPC on the first, eleventh and
twenty-first day of every month by electronic media instead of
once a month in the past for shortening the time gap.

The new amended MLCA came into force on July 11, 2007. The
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to confiscation of excess funds are required
to encourage compliance with the
declaration system.

The available sanctions for non-compliance
of the declaration needs to be reviewed to
ensure that effective and dissuasive
sanctions are available for smuggling or
failure to declare currency movements.

A specific sanction for the smuggling of
cash needs to be implemented.

new Article 10 stipulates:
Cross border passengers and service crew on board carry the
following items shall make declarations to the customs. The
customs shall forward the information subsequently to the
institution designated by the Executive Yuan.
1 Cash of foreign currency with total amount exceeding a
certain amount.
2 Negotiable securities with face value exceeding a certain
amount.
The aforementioned fixed amount of currency and negotiable
securities, and the scope, procedures and other matters in relation
to declaration and reporting shall be stipulated by the Ministry of
Finance in consultation with the Ministry of Justice, the Central
Bank, and the Financial Supervisory Commission of the
Executive Yuan.
Foreign currencies carried but failed to declare in accordance with
the provision in paragraph 1 shall be confiscated. In the event of
untruthful declaration with regard to the amount of foreign
currency carried, the amount exceeding the number declared shall
be confiscated; Failure to make declaration with regard to the
amount of negotiable securities carried according to paragraph 1
or in the event of untruthful declaration, a fine in the amount
equivalent to the amount not declared or not truthfully declared
shall be imposed.

Preventive Measures — Financial Institutions

Risk of money laundering or terrorist financing

Customer due diligence,
including enhanced or
reduced measures (R.5 to 8)

Chinese Taipei should ensure that key CDD
obligations are contained in laws or regulations
in keeping with the requirements under the
international standards. Chinese Taipei should:

lower the thresholds that trigger CDD
obligations for occasional transactions and
consider ways to encourage use of more

secure and transparent means  of
transactions

introduce  explicit  requirements  for
financial institutions to identify the

® The FSC has proposed the draft “Regulations Governing Cash

Transactions Reports and Suspicious Transaction Reports by

Financial Institutions” which will come into effect in the latter of

this year for incorporating the “Regulations Regarding Article 7 of

the MLCA " and “Regulations Regarding Article 8 of the MLCA”.

The major regulatory developments in the said draft Regulations

are as follows:

» The threshold for occasional cash transactions that triggers
CDD obligation and cash transaction reporting is lowered from
NT$1 million to NT$ 500 thousand (approximately
US$16,000) for pursuing the threshold specified in the FATF
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beneficial ownership as part of the routine
CDD procedures

require financial institutions to take
reasonable measures on all customers to
check if the customer is acting on behalf of
another person and to identify the natural
person who ultimately controls or owns the
customer

require financial institutions to identify the
natural person with ultimate effective
control over customers that may be legal
person/arrangements

require financial institutions to perform
customer due diligence and record-keeping
for cash transactions of large amount that
are exempt from CTR

require financial institutions to perform
CDD and to keep transaction records on
large-value cash transactions even when
they are exempt from CTR filing

Recommendations (i.e. USD/€ 15,000) and with reference to

the examples of other countries.

» Financial institutions are required to perform CDD and keep
transaction records of large-value transactions even when they
are exempted from cash transaction reporting.

» Financial institutions are required to file STRs of attempted
transactions, to pay special attention to transactions from
jurisdictions that do not or insufficiently apply the FATF
recommendation instead of the NCCT listed jurisdictions
stipulated in the existing Regulations, and to report a
transaction that is suspicious, irrespective of the amount.

Regarding the recommendation to require financial institutions to

take reasonable measures to check if a customer is acting on behalf

of another person and to identify the beneficial owner as part of the

CDD procedure, the FSC is planning to amend the “Regulations

Governing Banks Handling Accounts with Suspicious or Unusual

Transactions” to provide the legal basis for the said measures.

Meanwhile, the FSC will coordinate with the Bankers Association

to revise the Money Laundering Prevention Guidelines and

Procedures for Banks to include the said recommendation.

Record-keeping and wire
transfer rules (R.10 &
SR.VII)

Financial institutions should be required
under MLCA to keep transaction and
customer records:

»  for all transactions including
international transactions and not just
for cash transactions above
NT$1,000,000;

»  that would allow individual
transactions to be reconstructed by the
financial institutions for evidentiary
purposes;

Retention period should include the

requirement to keep:

»  transaction records for five years
following the completion of a
transaction;

» customer records for five years

The record-keeping requirements for financial institutions have
been explicitly regulated in the Business Accounting Act and the
relevant Money Laundering Prevention Guidelines and
Procedures. The APG ME team also commended the good
implementation in the financial sector. The inadequacies
suggested by the APG mutual evaluation team will be considered
in the new amendment of MLPC.
The Central Bank of Republic of China (Taiwan) issued an order
on June 9, 2008 (Ref. No. 0970031813) to require financial
institutions setting up risk management procedures before July 6,
2008 for handling inward remittance that do not come with
complete originator information, including:
» To require the ordering financial institution making up the
information deficiency of the originator.
» To deem the information deficiency as an indicator of
suspicious financial transaction activity and give
consideration to file suspicious transaction report to the
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following the termination of an

account or business relationship.
Financial institutions should be required to
keep account files and keep business
correspondences.
the record-keeping provisions in the MLCA
should be extended and applied to all
transactions and customer records as
required in the FATF Recommendations.
Chinese Taipei is advised to introduce
explicit requirement for financial
institutions to put in place clear procedure
to deal with inward remittances that do not
come with full originator information.

MLPC if the information deficiency can’t be complemented
by the remittance institution immediately. In addition, the
financial institution may reject to accept the remittance.

» Should consider to restrict or to terminate business
relationship with the financial institution which can’t provide
the name, account and address etc. information of the
originator.

Monitoring of transactions
and relationships (R.11 &
21)

Authorities should ensure requirements on
monitoring of transactions under the MLCA
that would cover the banking sector and all
other covered financial institutions and are
fully implemented.

When the MLCA is amended, the relevant
regulatory, supervisory and SROs may
consider including these requirements in
their respective guidelines.

Oblige financial institutions to give special
attention to business relationships and
transaction from or in jurisdictions that do
not or insufficiently apply the FATF
Recommendations.

Establish positive measures to advise
financial institution of concerns about
weaknesses in the AML/CFT systems of
other jurisdictions.

provide guidance to all sectors on how to
monitor business relationships with persons
from countries not or insufficiently applying
the FATF standards, and the various
guidance should more specifically deal with
this point

Financial supervisory authorities have required all financial
institutions including banking sector and other financial sectors to
contain the monitoring of unusual financial transactions, no
economic reason transactions, financial transactions with high
risk customers etc. into the new revised Money Laundering
Prevention Guidelines and Procedures.

Given that there is no NCCT list as things stand now, instead the
FSC uses the list of jurisdictions with deficiencies in their
AML/CFT regime as determined by the International
Co-operation Review Group (ICRG) of the FATF. The FSC has
relayed the list to all financial institutions and related associations
to take into account the risks arising from the designated
jurisdiction and to exercise enhanced due diligence.

With regard to the obligation to pay special attention to
transactions from jurisdictions that do not or insufficiently apply
the FATF recommendation, the Regulations Regarding Article 8
of the MLCA and Money Laundering Prevention Guidelines and
Procedures for Banks have provisions pertinent thereto, but the
wordings fall short of the requirements of the FATF. Given that
there is no NCCT list, the FSC will amend the said Regulations
and coordinate with the Bankers Association to revise the said
Money Laundering Prevention Guidelines and Procedures.




Suspicious transaction
reports and other reporting
(R.13-14, 19, 25 & SR.1V)

® Chinese Taipei should ensure that:

O There is a clear obligation in law or
regulation that obliges a financial
institution to report a transaction that
IS suspicious irrespective of the
amount.

O There is a requirement in law for a
financial institution to report
attempted transactions that are
suspicious in nature.

® It is recommended that clear obligations
incorporating all elements as defined under
SR.1V should be expressively adopted in the
MLCA.

® The MLPC should ensure that adequate
feedback on STRs is provided (STR cases
that have been completed) and that
acknowledgement of the receipt of STRs is
provided.

In response to the recommendation from the APG evaluation in
2007, The FSC has proposed a draft amendment to Paragraph 1 of
Article 8 of the MLCA to explicitly require financial institutions to
report attempted transactions that are suspicious in nature.

The newest revised Money Laundering Control Act (MLCA),
which amended in June 2007, has already criminalized terrorist
financing in the Paragraph 3 of Article 11 which stipulates
“Whoever engages in financing terrorist activity or organization
that is acknowledged or kept track of by an international
anti-money laundering organization shall be imprisoned for not less
than 1 year and not more than 7 years; in addition thereto, a fine of
not more than NT 10 million dollars may be imposed”, and
regarded it as a predicate crime of money laundering in the Section
18 Paragraph 1 of Article 3 which stipulates “The crimes
prescribed in Paragraph 3 of Article 11 of this Act”. In addition, the
newest regulations regarding Article 8 of MLCA impose TF
reporting obligations on financial institutions.

Beginning from the second half year of 2007, the MLPC has
distributed the statistics of the reported STRs to all financial
institutions twice a year and if any STR has conduced the criminal
detection and investigation, the MLPC will inform the reporting
financial institution and financial supervisory authority to properly
reward the employee of the financial institution who report the
suspicious transaction as respective feedback.

Internal controls,
compliance, audit and
foreign branches (R.15 & 22)

® The securities sector should be clearly
required to establish an independent audit
function that addresses AML/CFT functions.
® Insurance and securities sectors should:

O explicitly require financial institutions to
pay particular attention to their branches
and subsidiaries in countries which do
not or insufficiently apply the FATF
recommendations.

O impose obligation on financial
institutions that where the minimum
AML/CFT requirements of the home and
host countries differ, branches and
subsidiaries in host countries are required

The Securities and Futures Bureau of FSC is coordinating with

Taiwan Securities Association to revise the Money Laundering

Prevention Guidelines and Procedures for securities sector to

include the establishment of an independent audit function in order

to meet the requirement of the FATF Recommendation 15.

The Non-Life Insurance Association and The Life Insurance

Association have respectively amended the Money Laundering

Prevention Guidelines and Procedures for non-life insurance sector

and life insurance sector on 2007.04.02 to require that:

> Insurance companies should pay particular attention to their
branches and subsidiaries in countries that do not or
insufficiently apply the FATF recommendations.

»  Where the minimum AML/CFT requirements of the home and
host countries differ, branches and subsidiaries in host countries
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to apply the higher standard, to the extent
that local laws and regulations permit.

are required to apply the higher standard, to the extent that

local laws and regulations permit.
The revised Money Laundering Prevention Guidelines and
Procedures for securities sector in August 2007 has already covered
the foreign branches and subsidiaries’ AML/CFT measures
consistent with home country requirements and the FATF
recommendations under the permission of local (i.e., host country)
laws and regulations.

Shell banks (R.18)

Chinese Taipei should ensure that banks
established in Chinese Taipei are prohibited
from: (1) establishing or maintaining a
correspondent banking relationship with any
shell bank; and (2) acting as a correspondent
bank for any foreign bank that permits its
accounts to be used by shell banks.

The FSC is coordinating with the Bankers Association to revise the
Money Laundering Prevention Guidelines and Procedures for
Banks to prohibit banks from establishing correspondent banking
relationships with shell banks and acting as a correspondent bank
for any foreign bank that permits its accounts to be used by shell
banks.

The supervisory and oversight system - competent authorities and SROs

Role, functions, duties and
powers (including sanctions)
(R.23, 30, 29, 17, 32 & 25)

It is recommended that the authorities

should:

O Amend the provisions of the MLCA to
clarify the supervisory authorities’ ability
to use their sanctioning powers to
enforce compliance with AML/CFT
standards.

O Clarify AML/CFT supervisory
responsibilities over the foreign
exchange and wire transfer and MVT
service providers.

O Impose a wider range of sanctions by
authorities for AML/CFT violations

® The scope of AML/CFT requirements in the

MLCA and the guidelines should be
expanded to include insurance agents and
brokers.

® Authorities should consider streamlining the

approach to establishing guidelines under the
MLCA.

® The human resource capacity of the FEB, in

From January 2007 to April 2008, the FSC has imposed fines on 2
banks and 1 post company for violating Article 7 of the MLCA.

On December 14, 2007 the Insurance Bureau has requested
Insurance Agents Association of the R.O.C., Insurance Brokers
Association of the R.O.C. to have a discussion on the setting of
Anti-Money Laundering self discipline guideline.

The workforce in the Financial Examination Bureau, FSC increases
year by year. From February 2007 to March 2008, 6 persons were
recruited through the national examination and 23 persons
transferred in from other agencies. In order to promote the
professional capacity, the FSC would hold a weeklong on-the-job
training every June and December.

The MLPC revised the “Reporting Suspicious Transactions Q&A”
at the end of 2007 and reprinted 1000 volumes, which more than
20,000 volumes have been published in total, and distributed to
authorities, financial institutions and academic institutions for
references.

The MLPC translated the MER of Chinese Taipei into Chinese in
December 2007 and published 500 volumes which have been
distributed to authorities, financial institutions and academic
institutions for references.
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particular, staff involved in the routine and
special examinations, needs to be reviewed
to determine adequacy of staffing resources
in line with a substantially large size of the
financial institutions that are captured under
its mandate.

Authorities should review ML & FT risk
posed by outlets that provide foreign
currency exchange services

The authorities have only recently extended
the AML/CFT requirements to the money
changing services sector and special
attention to this sector should be given to
establish its effectiveness.

Authorities should re-examine the sharing of
statutory responsibilities between the CBC
and the Bank of Taiwan concerning the
approval of the establishment of foreign
currency exchange bureaus, cancellation of
such approval and performance of
operational audits.

Considering the risk of AML/CFT in Foreign Exchange Bureaus,
the Regulations Governing the Establishment and Administration
of Foreign Currency Exchange Bureaus had been amended on
January 25, 2007 that explicitly stipulate the limit of each
transaction, ascertaining identity of customer, keeping transaction
record as evidence and reporting any STR to MLPC.

The CBC takes operational audit for the Foreign Exchange Bureaus
very seriously and has already conducted intensive examination 5
times to the industry since August 2007 for enhancing the
effectiveness on AML/CFT of the industry.

According to the provisions of Article 4 of the Regulations
Governing the Establishment and Administration of Foreign
Currency Exchange Bureaus, the CBC may entrust the Bank of
Taiwan Bank of Taiwan to handle administrative affairs concerning
the approval of the establishment of foreign currency exchange
bureaus, cancellation of such approval and operational audits when
necessary. The sharing of legal responsibilities is clear.

Money value transfer
services (SR.VI)

The licensing, regulation and supervision of
money for value transfer service providers
should be clearly defined in the MLCA and
in regulatory policies.

Large scale unregulated remittance channels
exist, with a continuing need for structures
or strategies to support increased uptake of
remittance through formal channels;

The authorities should undertake further
study of the nature of informal remittance
business carried out from Chinese Taipei and
consider additional measures to build
incentives that encourage a shift of
remittance from informal to regulated
channels.

Underground banking vulnerabilities remain
and need to be continuously assessed.

Acrticle 29 of the Banking Act stipulates:

Unless otherwise provided by law, any organization other than a
Bank shall not Accept Deposits, manage Trust Funds or public
property under mandate or handle domestic or foreign remittances.
Upon a violation of paragraph 1 of this Article, remedial action
shall be taken by the Competent Authority or the competent
authority in charge of the particular enterprise, together with the
juridical police authority, and the case shall be referred to the court
for action. If the organization concerned is a juridical person, the
responsible person shall be jointly and severally liable for
repayment of the relevant obligations.

In performing the duties stipulated above, a suspected party's
accounting books and documents may be searched and detained in
accordance with the law, facilities including signs may be torn
down and/or other necessary actions may be taken.

Upon discovery of any cases suspected of violating Article 29 of
the Banking Act, the FSC, the competent authority of the said Act,
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will promptly forward the cases to the MJIB for criminal
investigation.

The MJIB cracked down 20 criminal cases of violating the above
mentioned provisions of the law in 2007 and the amount of illegal
remittance funds reached NTD$ 30billion (about USD$ 1billion).

It indeed exist large scale unregulated remittance channels in this
jurisdiction, but most of them are underground banking businesses
between Taiwan and China because of lacking formal remittance
channels in the past. It is believed this situation would be gradually
improved when the regulated direct remittance channels are
expected to establish in the near future.

Preventive Measures —Non- Financial Businesses and Professions

Customer due diligence and
record-keeping (R.12)

® Authorities should lower the threshold that

triggers CDD obligation on cash transactions

for DNFBP.
® The authorities should:

o

o

Raise awareness on AML/CFT
standards and obligations for the
wider non-covered institutions;
Provide specific AML/CFT
requirements under the MLCA for
lawyers, notaries, real estate agents,
accountants, trust and company
services providers and businesses;
Issue separate regulations that detail
the obligations of DNFBPs to the
nature and size of their operations;
Issue sector specific comprehensive
guidelines to the newer DNFBPs;
Designate appropriate AML/CFT
supervisory authorities for the
DNFPB sector are thorough
consultations with the SROs and the
industry;

The authorities should, as a matter of
priority, examine the capacity and
resources of the relevant competent

Regarding to lower the threshold of triggering CDD obligation, the
FSC is consulting with the authorities including MOJ, CBC, MLPC
and private sector. The threshold will be lowered from NT$1
million to NT$ 500 thousand (approximately US$16,000) for
pursuing the threshold specified in the FATF Recommendations

(i.e.USD/€ 15,000) and with reference to the examples of other

countries. Once this policy has been decided, it will apply to all
financial institution and DNFBPs covered in the MLCA.

The MLPC is continuing to pay close attention on the new ML/FT
threats to different industries in this jurisdiction and the new
standards and requirements on AML/CFT from international
community. The Center got permission from FATF to translate the
“Guidance on the Risk-Based Approach to Combating Money
Laundering and Terrorist Financing” into Chinese and included it
in the 2007 MLPC annual report that will be distributed to
authorities, FIs and DNFBPs for reference.

The MLPC revised the “Reporting Suspicious Transactions Q&A”
at the end of 2007 and reprinted 1000 volumes as a guideline on
AML/CFT to financial institutions and DNFBPs.

The MOEA established compliance guideline on AML/CFT for
jewelry shops in 2003 and the *“Standards for Penalty against
Jewelry Shops violating Paragraph 1, Article 7 and Paragraph 1,
Article 8 of the MLCA” in 2004.

The authorities including MOJ, FSC and MOI are consulting with
the SROs and the industries to include the AML/CFT obligations
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authorities to ensure and enforce full
compliance with the FATF
requirements for all categories of the
DNFBP sector.

into the relevant ethical norms of profession of attorneys,
accountants and real estate brokers.

Suspicious transaction
reporting (R.16) (applying
R.13-15,17 & 21)

The authorities should urgently impose
obligations to report suspicious transactions
to all other DNFBP sectors.

Authorities should focus more AML/CFT
inspections along with the education efforts
for jewelry shops.

Authorities should provide training to the
DNFBP in detecting unusual and suspicious
transactions.

The authorities should consider launching a
progressive awareness campaign on the
methods, trends, and typologies on ML and
TF for the DNFBP sectors.

The authorities have advised that there are
plans to amend the CPA Act. It is
recommended that the authorities engage in
consultation with the accountants sector to
include AML/CFT obligations in the revised
CPA Act as may be appropriate.

The MOI requested the National Association of Real Estate
Broking Agencies and the National Association of Land
Administration Agents to include the suspicious transaction activity
reporting obligation into the Real Estate Broking Agency Ethical
Norm of Profession and Land Administration Agents Ethical Norm
of Profession on October 25, 2007. The two associations even
discussed this issue at the board of directors meeting but no
common view being concluded.

The MOEA has done its best to keep close relationship with the
professional organizations consisted of jewelry businesses and took
severe sanction policy to the businesses violating the AML/CFT
laws. A jewelry shop had been individually imposed NTD$400000
and NTD$1000000 fine for violating Article 7 of the MLCA that
failed to report cash transactions. In addition, The MOEA entrusted
CPAs to conduct AML/CFT compliance inspection to 20 jewelry
businesses by random method in 2007. This kind of business
inspection will be strengthened from this year.

The MLPC analyzes the domestic trends, typologies and emerging
threats of ML/FT annually and publishes it in the MLPC annual
report. In addition, the global emerging ML/FT methods would be
posted timely on the AML/CFT dedicated web pages under the
Investigation Bureau web site for providing progressive awareness
campaign to financial institutions, DNFBPs and other entities.

Regulation, supervision and
monitoring (R.24-25)

It is recommended that the Ministry of
Economic Affairs undertake inspection of
non-incorporated entities on a random
sampling basis.

Chinese Taipei should consider stronger
sanctions to ensure illegal casinos do not
operate.

It is recommended that the authorities
(especially MOJ and MLPC) carry out a
comprehensive review to ascertain the extent
to which the DNFBP entities may pose ML

The supervisory authorities of non-incorporated entities are local
governments. According to the regulations of the Commercial
Registration Act, the following particulars of entity registration
shall be made before starting business (Article 9):

The name of the entity;

The organization of the entity;

The scope of business;

Commerce capital;

The location of the entity;

The name, resident place, ID number, kind and amount of
contribution of the responsible person;

VVVVVYY
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and TF risks and to determine the competent
authorities that would be responsible for the
AML/CFT regulatory and supervisory
regime for DNFBP.

@® Ensure that sufficient resources, capacity and

suitable powers are available for competent
authorities to ensure AML/CFT
requirements for all DNFBPs, including
dealers in precious metal and stones.

» The individual name, resident place, ID number, kind and
amount of contribution of partners and copy of contract of a
partnership entity;

» Other particulars required by central regulatory authorities;

The aforesaid particulars and others should be registered and

subject to random inspection by local supervisory authorities. The

responsible person and employees of the entity shall not evade,
interfere or refuse. Violation of the regulation, the responsible
person should be subject to a fine between NTD$6000 to

NTD$30000 (Article 34).

According to the provision of Article 268 of the Criminal code, A

person who furnishes a place to gamble or assembles persons to

gamble for the purpose of gain shall be punished with
imprisonment for not more than 3 years; in addition thereto, a fine
of not more than NTD$3000 may be imposed.

The CIB of MOI took a large scale project law enforcement action

in March 2008 to probe illegal gambling, including gambling

houses, internet gambling and illegal jackpot lotteries. There were

159 gambling houses (858 suspects), 51 internet gambling

(98suspects) and 412 illegal jackpot lotteries (468 suspects) being

tracked down in the law enforcement action.

The amendment and study team of Attorney Regulation Act under

the MOJ has proposed suggestions to the National Bar Association

to include suspicious money laundering activity reporting
obligation into the Attorney Ethical Rules as soon as possible for
complying with the international requirements.

The MLPC ever organized an academic seminar in 2005 to discuss

if attorneys and accountants should be included into the AML/CFT

regime but no common view being reached due to the diversity of
viewpoints.

Other designated
non-financial businesses and
professions (R.20)

® Chinese Taipei should review the
vulnerability of other non-financial
businesses and professions that may be
vulnerable to ML and TF, for example
dealers in arts and antiques.

The MLPC has been paying attention on the ML/FT threats on
private sectors, including financial industries, DNFBPs and other
DNFBPs, and would suggest supervisory authorities to consider
including the businesses and entities into AML/CFT regime if it is
necessary. The related studies and essays can be found in the
MLPC annual report.

The MOJ organized and hosted two cross department coordinating
forums on AML/CFT which respectively held in October 2007 and
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February 2008. In the two forums, the representatives from
authorities reached a common viewpoint that whether the other
DNFBPs would be included into the AML/CFT regime or not
depending on the individual risk of ML/FT threats consideration.

Legal Persons and Arrangeme

nts & Non-Profit Organisations

Legal Persons — Access to
beneficial ownership and
control information (R.33)

® Chinese Taipei should ensure that legal
persons are required to disclose in the central
registry accurate and up to date information
on the beneficial owner that is those persons
who exercise ultimate effective control over
a legal person or arrangement.

® According to the regulations of the Company Law:

1 Any company should register to the central competent authority
for obtaining the legal person’s qualification and the privilege
of using its corporate name for doing business.

2 The following particulars of company registration shall be
made open to the public by the competent authority, and any
person may apply to the competent authority for an access
thereto or for making copy thereof: (Article 393)

(1) The name of the company;

(2) The scope of business of the company;

(3) The location of the company;

(4) The shareholder(s) executing the business operations or
representing the company;

(5) The name of directors and supervisors and their respective
shareholdings in the company;

(6) The name of the manager;

(7) The amount of authorized capital stock or of the paid-in
capital; and

(8) The articles of incorporation of the company.

3 Where the share prices (or the capital stock) receivable by a
company have not been actually paid up by its shareholders or
any forged or altered documents in filing an application for
registration of its company incorporation or other company
alterations will be subject to legal sanctions (Article 9).

4 A company, after its incorporation, fails to register any
particular that should have been registered or fails to register
any changes in particulars already registered, such particulars
or changes in particulars cannot be set up as a defence against
any third party. (Article 12)

Legal Arrangements —
Access to beneficial

® Chinese Taipei, however, should introduce
processes to enable competent authorities to
access information about the beneficial

ownership and control

According to the regulations of the Trust Law, All trusts other
than business trusts and charitable trusts shall be executed under
the supervision of the court. Upon application of interested parties
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information (R.34)

ownership and control structure of trusts in a
more timely manner.

or prosecutors, the court may inspect the trust affairs administered
as well as appoint and order an inspector to take any necessary
official actions (Article 60). A trustee guilty of disobeying a court
order or obstructing the court inspection shall be imposed a fine
ranging from NT$ 10,000 to NT$ 100,000 (Article 61). A
charitable trust shall operate under the supervision of the
industry's regulatory authority. The industry's regulatory authority
may at any time and from time to time inspect the business and
financial conditions of the trust. If necessary, the authority may
order the trustee to provide appropriate security or take other
actions. A trustee shall at least once every year deliver the
statement of both the business and financial conditions of the trust
to the supervisor for review and approval and shall then file the
same with the competent authority for approval and records
before a public notice is placed (Article 72).

Non-profit organisations
(SR.VIII)

® Additional outreach should be conducted to
raise awareness in the NPO sector in relation
to specific risk of terrorist abuse.

For enhancing outreach and establishing cooperation mechanism
with NPOs, the MOI annually organizes outreach forum for
discussing the preset subjects, seeking resolution methods and
sharing experiences on work. In the occasions, the authoritie will
raise awareness to all NPOs on the risks and threats of terrorist
abuse.

Aiming at establishing supervisory norm for NPO’s financial
management system, the MOI has set up “the NPOs’ Financial
Affairs Handling Regulations”. Article 12 and Article 13 of the
Regulations stipulate the auditing mechanism of NPO budget and
final accounts, Article 20 stipulates the handling methods of NPO
financial affairs and accounting, Article 29 stipulates the record
keeping principles of NPO financial affairs vouchers. The above
mentioned regulations are for ensuring the financial affairs
administrative principles, assisting the sound development and
enhancing the financial and banking transparency of NPOs.
Enforcing NPO to handle financial transactions through legitimate
banking channels will strengthen the effective control and
regulation on financial affairs of NPOs.

National and International Co

-operation

National co-operation and

® Authorities should focus on domestic
cooperation to support the implementation of

coordination (R.31)

The MLPC organized a bank’s AML/CFT compliance officer
forum on December 11, 2007 which invited the representatives
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AML/CFT measures by law enforcement
agencies in areas such as border control and
drug law enforcement.

® Chinese Taipei should enhance cooperation
to support CFT implementation.

from domestic banks and foreign bank’s branches and subsidiaries
in Taiwan to attend the meeting for enhancing communication and
discussion the AML/CFT related problems.

The MOJ organized two cross department coordinating forums on
AML/CFT which respectively held in October 2007 and February
2008 for integrating the resources and enhancing cooperation
between authorities on AML/CFT.

The Conventions and UN
Special Resolutions (R.35 &
SR.I)

® Chinese Taipei should fully implement and
ratify or otherwise become party to the
Vienna, Palermo and Terrorist Financing
conventions.

® It is recommended that the Chinese Taipei
authorities amend and introduce legislation
to fully implement the relevant provisions of
these Conventions.

Owing to Chinese Taipei’s unique political situation, the UN
would not accept its attempts to sign or accede to UN
conventions®. As such, Chinese Taipei cannot become a party to
the Vienna, Palermo and Terrorist Financing Conventions.
Nevertheless, Chinese Taipei has taken the initiative to sign
bilateral agreements or Memorandums of Understanding (MOUSs)
with jurisdictions in order to adhere to the principles laid out by
such conventions.

Chinese Taipei has amended and introduced legislation to fully
implement the relevant provisions of these Conventions.
Chinese Taipei enacted the Money Laundering Control Act in
1996 in accordance with international conventions and amended it
in June 2007. The amendments incorporated counter-terrorism
clauses and the criminalization of terrorist financing, which were
reviewed and passed by Chinese Taipei’s legislature. Drafts of
additional amendments concluded in March 2008 now are under
review by the legislature.

By June 2008, Chinese Taipei is expected to have finalized the
process of signing several bilateral Memorandums of
Understanding (MOUSs) concerning cooperation in the exchange
of intelligence to combat money laundering.

Mutual Legal Assistance
(R.32, 36-38, SR.V)

It is recommended that Chinese Taipei:

® amend the law to ensure or clarify that it is
not necessary for judicial proceedings to
have been commenced in the requesting
jurisdiction for an MLA request to be
accepted by Chinese Taipei.

The judicial Yuan and the Ministry of Justice have jointly
completed the amendment draft of the “Law Supporting Foreign
Courts on Consigned Cases* which name will be changed to “the
Consigned Cases Act between Local Courts and Foreign Courts”.
The clauses of the Act will be substantially increased from 9
Articles to 21 Articles and some of them may be applied by

! Chinese Taipei cannot sign or accede to the Vienna, Palermo and Terrorist Financing conventions because the UN does not recognize Chinese Taipei as a state and would not accept its
attempts to sign or accede to UN conventions. Nevertheless, Chinese Taipei has taken the initiative to sign bilateral agreements or Memorandums of Understanding (MOUSs) in order to
adhere to the principles laid out by such conventions.
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It is recommended that Chinese Taipei
consider devising and applying mechanisms
for determining the best venue for
prosecution of offenders in cases that are
subject to prosecution in more than one
country.

It is recommended that Chinese Taipei give
priority to passing the Undercover
Investigation Act.

prosecution authorities. The amendment draft has been submitted
to parliament for further review and legislation. Once the
amendment being passed by the legislative body, it will provide
the legal bases for judicial authorities to engage in international
mutual legal assistance.

The government of Chinese Taipei fully recognizes the
importance of using undercover investigation techniques on
ML/FT cases. The authorities are coordinating with legislative
body to give priority on passing the Undercover Investigation Act.

Extradition (R.32, 37 & 39,
& SR.V)

It recommended that Chinese Taipei
establish a process whereby it can cooperate
with a requesting jurisdiction when it comes
to prosecuting its own nationals under
Article 4 paragraph 2 of the Extradition Law.

The MOJ is studying to amend the Extradition Law for meeting
the international standards and requirements.

Other Forms of
Co-operation (R.32 & 40, &
SR.V)

It is recommended that Chinese Taipei
introduce legislation pertaining to the
respective competent authorities other than
the MLPC, that —

O authorizes the competent authority to
exchange information and conduct
enquiries on behalf of foreign
counterparts on a reciprocal basis;

O identifies the information that can be
requested and establishes controls and
safeguards to ensure that information
received by those competent
authorities is used only in an
authorized manner.

In 2007, the FSC signed MOUs or Exchange of Letters for
cooperation in single-sector or cross-setcor supervision with U.K.,
Philippines, Australia, India, Jordan, Egypt and U.S.

In 2007, the MLPC exchanged 86 pieces of ML/FT information
with foreign counterparts, and respectively signed AML/CFT
MOUs with Bermuda and Cook Islands, AML/CFT agreements
with Solomon Islands and Saint Kitts & Nevis. In the first half
year of 2008, the MLPC respectively signed AML/CFT MOU
with United States and Aruba.

For promoting international cooperation with foreign financial
supervisory authorities, the FSC has proposed provisions in
Article 29 of the Draft Financial Services Act to provide the
government authorities or authorized institutions with the legal
basis to enter into cooperative treaties or executive agreements in
terms of information sharing, technical assistance and
investigation assistance.

The MLPC organized AML/CFT training seminars in Chinese
Taipei for delegates from Mongolia FIU and Saint Kitts & Nevis
FIU respectively in February 2008 and in April 2008. In addition,
the Center also provides AML/CFT training courses for the law
enforcement officers from Gambia in May 2008.

The MLPC is a formal member of the Egmont Group and actively
participate in the related activities of the Outreach Working
Group. The Center is assigned at present to sponsor Mongolia,
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Vietnam, Brunei, Cambodia and Macao for applying membership
of the Group.

The customs has officially become a member of CAPERS
(Customs Asia Pacific Enforcement Reporting System). In
addition, the customs has respectively signed agreements or
MOUs with the U.S., Philippines and Australia counterparts for
sharing customs information.

The CIB can rapidly exchange criminal information with foreign
counterparts through “Interpol Radio Station” and law
enforcement liaison officers posted in other countries, such as
Thailand, Philippines, Vietnam, Indonesia and Japan. The CIB has
increased two law enforcement liaison officers to post in the U.S.
and South Africa in May 2008.
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Financial investigations/asset tracing —
case studies

Presented by Mike C.J. Lan

vioney' Laundering Frevention Center (FlUIG
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Gambling and Money Laundering

e Preface

— Gambling is illegal in Chinese Taipel — ho
casino Is permitted to operate legally

— Only one financial institution is licensed to
operate Public Welfare Lottery

— Existing various illegal gambling and lottery
businesses

— Using ML methods to conceal the Proceeds of
Crime for gambling organizations is a familiar
trend
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lllegal Lottery Organization - King Betting Station

King Betting, Station

Headquarters In Y
Taichung, Taiwan &=

" "a..\_

Mastermind Associate
Mr. A Mr. B

26 local betting

=% Associated betting stations IR Taiwan

‘stations in Mainland
China




King Betting Station
lllegal gambling organizatior

« Gambling business : engaging undergrounc
Hong Kong Mark Six lottery gambling and spread
betting of professional baseball competitions

e Beginning of business: 1995, ever being cracked
down in 2001, prosecuted and sentenced one
year imprisonment, but Mr. A fled and became a
fugitive and continued the gambling business
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http://www.cpbl.com.tw/

King Betting Station
lllegal gambling organization

« Scale of gambling business: to be known as the
biggest underground betting station in both side of
Taiwan Strait

« Daily gambling stakes : hundreds of million NTD
even more than 1 billion NTD (about 33 million

USD) per day, any player could bet unlimited
stakes with the criminal organization
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How this criminal case being found?
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How to analyze the STR?

* Checked Mr. B criminal record, occupation, income,
property, taxation records, relatives and friends.....

* Filtered Mr. B background and living activities
through the assistance of law enforcement agencies

* Discovered Mr. B was a close friend of a local
politician who was campaigning a parliamentary
position. It was suspected the funds might be used
for vote buying

e The MPLC decided to disseminate the STR to the
local prosecutor’s office for further investigation

crall
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Cracked down King Betting Station

* The local prosecutor’s office directed local police to
Investigate the case and found Mr. B was hired by his
uncle Mr. A to lure ordinary people to play In the
betting stations. The mentioned funds were the stakes

of gambling but not for vote buying.

» The task force traced more than 50,000 financial
transactions in 4 months.

* Police took actions to crack down the betting station
on 03/09/06 and 03/23/06.
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Police Cracked down King Betting Station







Freezing and seizing the proceeds of crime

 Freezing: Mr. A banking account in the Hong Kong
branch of a domestic bank which amounted to USD$
189m and HKD$ 25m and a banking account in other
domestic bank which amounted to USD 3m

e Seizing: Cash on scene NTD$491m, Cash in bank’s
safe NTD$9m, bank’s checks NTD$1.8b

* Freezing and seizure in total: NTD $ 8.7 b (about
USD$ 290m)
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Buying negotiable
banking accounts in bank’s checks

other jurisdictions

Stoting in _
bank’s.safe Purchas

ng real estate




Successful factors

 Financial institution had high alert to the abnormal
financial transactions and filed STRs in a timely manner

* The FIU fully demonstrated its functions in this case
— Finding the criminal activity clue

— Locating the illegal funds
— Assisting to trace the illegal funds concealed in other
jurisdiction
* Police’s rapid response to crack down the criminal
organization

» Prosecutor’s office took actions to freeze and seize the
Illegal funds

» Close cooperation between Fls, FIU, Police, Financial
Supervisory Commission and Prosecutor’s office

» Key point to succeed: follow the mone




Practical Challenges

e Gambling Is not a predicate offence of ML
o Difficulties of cross border criminal investigation

o Difficulties of forfeiting the Proceeds of Crime in other
jurisdictions

 Obstacles of financial investigations:
— Lacks of professional skills
— Time consuming
— Lacks of manpower resources
— Not the priority of law enforcement agencies

* Lacks of civil forfeiture and burden of proof reverse
mechanism
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Underground remittance system
and money Laundering

e Preface

— Remittance business Is an exclusive and
licensed business for banking institutions
— Existence of underground remittance system
 Facilitating ML for criminals
 Disturbing the order of financial market
— Reasons for favoring URS

e Anonymity, low remittance cost, convenience,
avoid attention from government agencies, political
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Hua Guan Chiong Underground Remittance System




Hua Guan Chiong Underground Remittance System

 Mr.C is the responsible person of Hua Guan
Chiong Underground Remittance System

e Ever being sentenced one year imprisonment by
court in 2000 for violating the Banking Act

* Beginning from 2003, Mr. C has been using Hua
Guan Chiong unlimited, Hua Guan Chiong
Limited to open 57 accounts in 9 domestic banks
to engage Iin underground remittance business

« Accepting ordinary people to exchange NTD and
RMB

e His associates set up many branches in
Mainland China
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Hua

Guan Chiong Underground Remittance System

. Acceptlng public to remit money from

"alwan to China and south Asia countries
"he amount of money being remitted more

t

nan USD 566m from January 2003 to

March 2006

e Charging 0.16% from the remittances as
service charge and obtained benefits from

t
|
t

ne differences of exchange rate (the
legal benefit was about NTD 31m during
ne period)
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Hua Guan Chiong Underground Remittance System

* For attracting customers, Mr. C even printed fliers which
carried:

— Many years experiences to deal with remittance, the
amount over NTD 100m per month;

— Outward remittance from Taiwan to most places of the
world in 30 minutes only to reach the destination;

— Service area covered Philippines, Thailand, Singapore
and Mainland China etc.

— Customers can use Hua Guan Chiong banking accounts
as remitters to avoid government agencies tracing the
real remittance originators
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How this criminal case being found?

e STR from X bank on 03/08/05

e Description of suspicion

Many financial transactions in the Hua
Guan Chiong Unlimited banking account
were inward remittances from different
persons and different places in a very
short period of time, and the funds
Immediately were remitted to a specific
banking account located in other
jurisdiction in batch.
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® The suspicious transactions in
the Hua Guan Chiong Business
Banking account:

»There were 3 cash
deposits and 12 inward
remittances at the same
day which amount of
NTD6.8m.

»The amounted money of
NTD 6.8m was
exchanged into USD and
Immediately remitted
outward to Hong Kong.
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» Remittance purpose:
Triangular trade payment. -
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Shun Ying Sheng Company
(a shell company registered
In British Virgin Islands)
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How this criminal case being found?

* STR from V bank on 08/25/05
e Description of suspicion

Ms Lin opened a banking account on
January 31, 05. After then, there were so
many inward remittances from different
persons and different places everyday. Ms
Lin went to this bank almost everyday to
transfer

the money into Hua Guan Chiong Unlimited
banking account in other bank. The staff of
this bank ever asked Ms Lin the purpose of
these financial transactions but she refused
to answer. In addition, she was a new
immigrant from China. This banking account
was suspected a mule/straw account.
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Matching the indicators of
Underground Remittance Business

e A banking account has intensive small amount of inward
remittances and immediately withdraws a huge amount
or in a scattered manner and leaves only a nominal
balance, with the amount apparently incommensurate
with the client’s identity or income and irrelevant to the
attributes of his/her profession.

 When an account, shortly after opening, is seen having
deposit, inward remittance in a huge amount apparently
Incommensurate with the client’s identity and income, or
Irrelevant to the client’ business and the deposit has
been quickly transferred out.
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Matching the indicators of
Underground Remittance Business

e Bank’s account holder intentionally hide his/her real
identity

e Bank’s account holder usually does not recognize the
depositors or remitters

e Accumulating the deposits or inwards to a certain
amount and then remitted outward at one time

 Bank’s account opener has no close geographic
relationship to the bank (no reasonable ground to
support the bank’s holder to open the account at the
location)
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Conflict between the statistics of foreign
currency exchange and taxation

e According to the statistics from the foreign
exchange database in the central bank (all
banks have to report any foreign currency
exchange transaction including outward
remittance to the Central Bank for administrative
reason), Hua Guan Chiong companies had
remitted the amount of equivalent USD 377m to
other countries and received the amount of
equivalent USD 11m for conducting triangular
trade during 2003 to 2005, but only filed a
business volume of NTD 126,666 for taxation.
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Interviewing the remitters

« The MLPC requested investigators from
Investigation Bureau to interview some of
the persons concerned in this case who
had remitted funds to Hua Guan Chiong
group, and found they did not know Mr. C
and had not any business relationship with
the companies. They just used the channel
to pay purchasing goods or loans in China.

« The MLPC decided to disseminate this
case to Investigation Bureau for further
Investigation.

« The Investigation Bureau took actions to
crack down Hua Guan Chiong undergroun
remittance system in December 2005.




Hua Guan Chiong laundering money for
criminal organizations

Police found King Betting Station had been laundering
lllegal funds through Hua Guan Chiong underground
remittance system.

Police also found Hua Guan Chiong group ever
laundered illegal funds for many criminal organizations,
Including telecommunication fraud groups, internet fraud
groups, extortion groups, prostitutes groups, gambling
and lottery fraud groups etc.

Police took actions to crack down the group for
laundering illegal gains derived from criminal
organizations in March 2006.

Mr. C was indicted 10 years imprisonment for engaging
In underground remittance business and money
laundering.
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Operation pattern of Hua Guan Chiong
underground remittance system

To inform overseas associates
making payments by facsimile
s . Bank’s accounts -
Notification to of Hua. jong
make payments Y
pay ﬂ Notification to
recipient
Straw/Mule accecunts -
in BeiiKS

Bank’s accounts owned/
controlled by the organizations

Oor associates Remittance /

Deposits or remitiances _. Pay by cash

Remitters




Methods of Hua Guan Chiong to
Launder money for criminal organizations

lllegal funds derived from corruption,
gambling, fraud and ransom from
kidnapping

Structuring by purchasing bank’s bearer
checks or depositing cash into the
straw/mule banking accounts

Transferring between straw/mule
banking accounts

Remitting to overseas banking accounts
by using fake international trade activities

Withdrawing cash from overseas or
remitting back Taiwan




A newspaper clipping of this case

Mr. C established many branch
offices in different countries and
assigned members of his family
to be the responsible person
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Operating underground
remittance business for many
years and had been sentenced
one year imprisonment
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Successful factors

 Financial institution had high alert to abnormal financial
transactions and filed the STRs in a timely manner

» The FIU fully played its functions in this case
— Finding the criminal clue
— Locating the illegal funds
— Assisting to trace the illegal funds in other jurisdiction

* Integrating the resources of Investigation Bureau and
Police to crack down the criminal organization

* Police obtained the criminal information derived from
previous criminal case and actively traced possible
criminal activities

* Close cooperation between Fls, FIU, Police and
Prosecutor’s office




Financial Investigation technigues

 Financial
Transactions
Document Checks



How to Overcome Nominee Ownership

v To interview the nominee

v To conduct financial Investigation to
the nominee

0 use survelllance

O Interview the seller

4
4
v To debrief informant
v To check telephone and utility records
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ASSETS NET WORTH ANALYSIS

 Demonstrating the A
suspect’s assets Is
Inconsistent with
the income to
prove the
existence of
possible criminal
activities.
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Financial Investigation technigues

 Public Records Checks




Financial Investigation techniques

e Debrief Informants/witness




Financial Investigation technigues

* Physical Surveillance
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Financial Investigation technigues

e Electronic Survelllance




Financial Investigation technigues

* Financial experts participation




Benefits of financial investigations

e To strengthen the evidence of criminal case
 To keep criminals out of crime business
* To deprive money from the criminal
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Conclusion

Criminal
Investigation

+

Financial
Investigation

Successful



The End
Thanks for your attention
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Intervener questions for Indonesia MER from Chinese Taipei

With respect to Rec. 10, it appears that the Corporate Law of 1997
stipulates the comprehensive and general record keeping requirements of
companies incorporated in Indonesia, especially as a fallback in the
absence of provisions in other laws or regulations. However, there seems
to be insufficient analysis of the ME report in terms of the rigorous criteria
set forth in the Rec. 10. Given that Rec. 10 requires specific laws or
regulations in place, please kindly clarify the following points and specify
the corresponding provisions in laws or regulations to justify the current
rating of the LC:

B Are financial institutions required to keep records for any cash,
non-cash, domestic and international transactions?

B Are financial institutions required to keep transactions records that
would allow individual transactions to be reconstructed by the
financial institutions for evidentiary purposes?

B Are financial institutions required to keep customer records for five
years following the termination of an account or business
relationship?

It is noted from the ME report that the Indonesia government has begun
the process of bringing the non-bank money remitters into the AML/CFT
regime. Please kindly elaborate on the effectiveness of the regulation on
money remittance service on December 5, 2006, especially if there are
any sanction provisions in cases of violations.

In order to ensure Money Changers following CDD obligations, Bank of
Indonesia (BI) has issued circular letter prescribing off-site and on-site
supervision of Money Changers, does Bl conduct on-site examination of
Non-bank Money Changers? If Non-bank Money Changers are not
pursuant to related regulations, what kind of administrative sanctions may
be imposed?

According to Article 8 of the AML Law provides criminal sanction for
providers of financial services who intentionally do not submit STRs and
CTRs, how do you define “intentionally”?
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