FATF+GAFI

Interpretative Note to
Special Recommendation VI: Alternative Remittance

General

1 Money or value transfer systems have shown themselves vulnerable to misuse for money
laundering and terrorist financing purposes. The objective of Special Recommendation VI is to
increase the transparency of payment flows by ensuring that jurisdictions impose consistent anti-
money laundering and counter-terrorist financing measures on al forms of money/value transfer
systems, particularly those traditionally operating outside the conventional financial sector and not
currently subject to the FATF Recommendations. This Recommendation and Interpretative Note
underscore the need to bring all money or value transfer services, whether formal or informal, within
the ambit of certain minimum legal and regulatory requirements in accordance with the relevant
FATF Recommendations.

2. Special Recommendation V1 consists of three core e ements:

a. Jurisdictions should require licensing or registration of persons (natural or legal) that provide
money/value transfer services, including through informal systems;

b. Jurisdictions should ensure that money/value transmission services, including informal systems
(as described in paragraph 5 below), are subject to applicable FATF Forty Recommendations (in
particular, Recommendations 10-21 and 26-29) and the Eight Special Recommendations (in
particular SR VI1); and

c. Jurisdictions should be able to impose sanctions on money/value transfer services, including
informal systems, that operate without a license or registration and that fail to comply with
relevant FATF Recommendations.

Scope and Application
3. For the purposes of this Recommendation, the following definitions are used.

4, Money or value transfer service refersto afinancia service that accepts cash, cheques, other
monetary instruments or other stores of value in one location and pays a corresponding sum in cash or
other form to a beneficiary in ancther location by means of a communication, message, transfer or
through a clearing network to which the money/value transfer service belongs. Transactions
performed by such services can involve one or more intermediaries and athird party final payment.

5. A money or value transfer service may be provided by persons (natural or legal) formally
through the regulated financial system or informally through non-bank financia institutions or other
business entities or any other mechanism either through the regulated financial system (for example,
use of bank accounts) or through a hetwork or mechanism that operates outside the regulated system.
In some jurisdictions, informal systems are frequently referred to as alter native remittance services or
underground (or parallel) banking systems. Often these systems have ties to particular geographic



regions and are therefore described using a variety of specific terms. Some examples of these terms
include hawala, hundi, fei-chien, and the black market peso exchange.*

6. Licensing means a requirement to obtain permission from a designated competent authority in
order to operate a money/value transfer service legaly.

7. Registration in this Recommendation means a requirement to register with or declare to a
designated competent authority the existence of a money/value transfer service in order for the
business to operate legally.

8. The obligation of licensing or registration applies to agents. At a minimum, the principal
business must maintain a current list of agents which must be made available to the designated
competent authority. An agent is any person who provides money or value transfer service under the
direction of or by contract with a legally registered or licensed remitter (for example, licensees,
franchisees, concessionaires).

Applicability of Special Recommendation VI

9. Special Recommendation V1 should apply to al persons (natural or legal), which conduct for
or on behalf of another person (natural or legal) the types of activity described in paragraphs 4 and 5
above as a primary or substantial part of their business or when such activity is undertaken on a
regular or recurring basis, including as an ancillary part of a separate business enterprise.

10. Jurisdictions need not impose a separate licensing / registration system or designate another
competent authority in respect to persons (natural or legal) already licensed or registered as financial
institutions (as defined by the FATF Forty Recommendations) within a particular jurisdiction, which
under such license or registration are permitted to perform activities indicated in paragraphs 4 and 5
above and which are already subject to the full range of applicable obligations under the FATF Forty
Recommendations (in particular, Recommendations 10-21 and 26-29) and the Eight Specia
Recommendations (in particular SR V1I).

Licensing or Registration and Compliance

11. Jurisdictions should designate an authority to grant licences and/or carry out registration and
ensure that the requirement is observed. There should be an authority responsible for ensuring
compliance by money/value transfer services with the FATF Recommendations (including the Eight
Special Recommendations). There should also be effective systems in place for monitoring and
ensuring such compliance. This interpretation of Special Recommendation VI (i.e., the need for
designation of competent authorities) is consistent with FATF Recommendation 26.

Sanctions

12. Persons providing money/value transfer services without a license or registration should be
subject to appropriate administrative, civil or criminal sanctions.? Licensed or registered money/value
transfer services which fail to comply fully with the relevant measures caled for in the FATF Forty
Recommendations or the Eight Special Recommendations should also be subject to appropriate
sanctions.

! Theinclusion of these examples does not suggest that such systems are legal in any particular jurisdiction.

2 Jurisdictions may authorise temporary or provisional operation of money / value transfer services that are
already in existence at the time of implementing this Special Recommendation to permit such services to obtain
alicense or to register.



