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Presentation Outline

® CDD of SME Customers

@ Ongoing Monitoring of SME Customers
® Nepalese Case Studies use of SME including TBML

® Suspicious Transaction Reports Nepal

¢ National Risk Assessment (NRA) 2020

® National Strategy and Action Plan (2019-2024)
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Legislative and Regulatory Framework

® Asset ( Laundering Prevention Act, 2008

® Asset ( Laundering Prevention Rules, 2016
® AMLCFT National Strategy and Action Plan 2019-2024

o National Risk Assessment Report on AML/CFT 2020

®  AML CFT Directive issued to Banks and Financial Institution

o goAML Manual

Initiative generously supported by:



https://adb-org.zoom.us/webinar/register/WN_tu1-vmSzSJmKam10uoc6yA

FIU Functions

-

~

Reporting Entities

Receive

FIU - Nepal

-

~

Law Enforcement
Agencies

.‘ﬂ&'g Nepal Rastra Bank

bfc
~ -
Business & Finance Consulting

Initiative generously supported by:



https://adb-org.zoom.us/webinar/register/WN_tu1-vmSzSJmKam10uoc6yA

Nepal: Current Scenario (TBML)

 TTR Cross Border Reporting
« SAR/STR Guidelines

 Risk Assessment of Banks

e Check FATF Country Classification
o High Risk Jurisdictions subject to a Call for Action

o High Risk and Other Monitored Jurisdictions (Jurisdictions under Increased Monitoring)

* goAML “STR TBML”

 MOU between FIU Nepal and Custom
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Threshold Transaction Suspicious Transaction Suspicious Activity

Report (TTR) Report (STR) Report (SAR)
e [TR-Cash e« STR-PEP
o [TR-Cross Border « STR-High
e TTR-FCY Exchange e STR =Medium
(TTR Exceptions) e STR-Low

No Threshold applies to SAR/STR

v" Preliminary Analysis to be done before reporting SAR/STR

v' STR/SAR to be reported quoting Predicate Offence
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v" Client Information Name, address, business nature, registration date, PAN/VAT No., Director’s details etc.

v" Beneficial Ownership Identification

o 10% Stake, Management and Control

v PEP and High Net Worth Individual Identification

v" Risk Categorization of Customer High-Medium-Low
v Ongoing Monitoring Ask for source of income (if required)

v' Detailed information for wire transfer more than USD 600

v" ECDD Requirements

v" Identification and purpose for cash deposit more than USD 800
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The Industrial Enterprises Act 2020 Bank’s Internal Classification

(as per Fixed Capital)
. . O as per Credit Facility
S. N. Category Fixed Capital
(USD) o USD 81k to 565k
1 Small Industry 1.2 million

2 Medium Industry 1.2 = 4 million

3 Large Industry More than 4
million
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National Risk Assessment (NRA) 2020

® KYCCDD and Ultimate Beneficial Ownership (UBO)

® Level of financialization of the economy, large share of informal sector and cash-based economy
® Open border between Nepal and India to be enhanced to control transnational crimes and illegal activities
® Business Transactions from Saving Account

® Over financing of Projects

o Independent Audit of AML CFT Risk

® TBML and Capital Flight serious threat to government
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National Strategy and Action Plan (2019 - 2024)

Prepare institutional and sectoral risk

Establishment of Trade Transparency Unit @;; m i assessment (Customer, Products, Geography
and Delivery Channel)
\ /
\ Y
\ 7
National — g _
Control use of Informal @ o Straic;g;:nd _____ _ _‘Cb‘ Collectand Comp.lle mformat.lon
Payment (Hundi) Action Plan Al S related to beneficial ownership
(2019 - 2024) and make national database
o/ “\o
/ \
/ \
0@ g Develop common platform for inter
Digital payment more of more &=~ @& | agency connectivity of AML/CFT
than USD 800/- stakeholdersin order to share information

and enhance coordination among them.
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Case Studies

Custom Duty Evasion
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Source: https://annapurnapost.com/news/bhnsaar-chlii-lyaaekaa-laakhaunkaa-kpddaa-braamd-
109618
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Case Studies

Mis-description of goods
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https://ekantipur.com/pradesh-3/2022/06/09/165478275129987831.html
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https://bizmandu.com/content/20220206165117.html
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Case Studies

Company Registration in Third Party
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Case Studies

Under-Invoicing
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Case Studies

Dummy Company
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Reason:

L Max. Profit Margin 20%

dimport by Company A

dSales to Company B

Sales to Company C

U Final Customer purchases from Company C
Final Profit Margin 45%
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Case Studies

d Use of Cash Intensive Business Travel, Tour Package

d Smuggling gold
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Challenges

go

;FA SME risks identified only for credit Beneficial Ownership Database

A Direct A to Datab — Multiple Lending esp in case of
‘—_-'#l_—‘ TECH ACCESS 1o Latabase different named business)
* Over financing
U - . .
E National ID Informal Remittance (Hundi)
o Consolidated Firm/Company H]‘ Open border
L]’  Registration Database

* Registration at different entities
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What FlU is doing

Interaction

REs, Regulator,
LEAS

Strategic Pr?fdicate
Analysi offence
oot (Booklet)

Report

FIU
NS R E S
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programs Wlth v Knowledge-sharing & Feedback integration Of

v" Directors’ personal details (address, | nternatlonal

mobile, citizenship) Co operation
v" Customer Liability Report

v" Contra Entry of each transaction (EGMO NT
Group)

Domestic
Co-operation
secretariat of National

Dissemination S
to LEASs Committee & member
of other AML CFT
committee
.Q
L 4
L 4

MOU with
Custom
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Internal Risk

Assessment of Transaction
AML CFT Risks Monitoring and
v TBML Machine Learning

v" Use of Corporate
Vehiclein AML/CFT

TBML Preparation for
identification Mutual
software Evaluation 2022
Timely and
Quality
reporting of
SAR/STR/TTR
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End of Presentation

Thank you!
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