
FEDERAL RESERVE BANK 
OF NEW YORK

[Circular No. 10655 ~| 
September 1, 1993 J

ENHANCED RECORDKEEPING REQUIREMENTS FOR 
CERTAIN WIRE TRANSFERS

— Proposed Amendments to Regulation S
— Proposed Amendments to the Treasury’s 

Bank Secrecy Act Regulations

C o m m en ts  In v ite d  b y  O c to b e r  4 , 1 9 9 3

To All Depository Institutions, Bank Holding Companies and Broker!Dealers 
in the Second Federal Reserve District, and Others Concerned:

The following statement has been issued by the Board of Governors of the Federal Reserve System:

The Federal Reserve Board has requested public comment on proposed amendments to Regulation S (Reimbursement 
for Providing Financial Records; Recordkeeping Requirements for Certain Financial Records) regarding enhanced 
recordkeeping requirements for certain wire transfers by financial institutions.

These amendments would incorporate by reference certain proposed provisions of 31 CFR 103.33(e), (f), and (g). 

Comment is requested by October 4, 1993.

The recordkeeping amendments are divided into three sections:
• requirements for depository institutions;
• requirements for nonbank financial institutions that do not generally maintain accounts for their customers; and 
• requirements for securities broker/dealers, which generally maintain account relationships with their customers.

Generally, institutions are required to maintain records of funds transfers that they process.

To the extent that an institution handles a funds transfer for a party that does not hold an account with the institution, 
the institution is required to document proof of the identity of the party of the transfer and retain pertinent information.

To the extent that a bank or broker/dealer holds an account for its customer, it is presumed to have information that 
identifies the customer and therefore need not obtain and retain this information under this proposal.

The proposed amendments are developed jointly with the Department of the Treasury to implement revisions to the Bank 
Secrecy Act as required by the Annunzio-Wylie Anti-Money Laundering Act of 1992.

Enclosed —  for depository institutions, bank holding companies and broker/dealers in this District —  is the 
text of 1) the Board of Governors’ proposed amendments to its Regulation S, and 2) a joint proposal by the Board 
of Governors and the Department of the Treasury amending the Bank Secrecy Act Regulations relating to 
recordkeeping for funds transfers and transmittals of funds by financial institutions, both which have been submitted 
to the F e d e ra l R eg ister .

Comments on both proposals should be submitted by October 4, and should be sent separately to the Board 
and to the Treasury Department, as specified in the notices, or to Carol W. Barrett, Vice President, Funds and 
Securities Group.

W i l l ia m  J. M c D o n o u g h , 

P res id en t.
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FEDERAL RESERVE SYSTEM
12 CFR Part 219

[Regulation S; Docket No. R-0807]
Reimbursement for Providing Financial 
Records; Recordkeeping Requirements 

for Certain Financial Records

AGENCY: B o a r d  o f  G o v e r n o r s  o f  t h e  F e d e r a l  R e s e r v e  S y s t e m .

ACTION: N o t i c e  o f  p r o p o s e d  r u l e m a k i n g .

SUMMARY: The B o a r d  o f  G o v e r n o r s  o f  t h e  F e d e r a l  R e s e r v e  S y s t e m

(B o a rd )  i s  r e q u e s t i n g  c o m m e n ts  o n  e n h a n c e d  r e c o r d k e e p i n g  

r e q u i r e m e n t s  r e l a t i n g  t o  c e r t a i n  w i r e  t r a n s f e r s  b y  f i n a n c i a l  

i n s t i t u t i o n s .  T h e s e  p r o p o s e d  r e c o r d k e e p i n g  r e q u i r e m e n t s  a r e  

b e i n g  p r o m u l g a t e d  j o i n t l y  b y  t h e  B o a r d  a n d  t h e  D e p a r t m e n t  o f  

T r e a s u r y  ( T r e a s u r y ) . A c o m p a n i o n  N o t i c e  o f  P r o p o s e d  R u l e m a k i n g ,  

p u b l i s h e d  e l s e w h e r e  i n  t h i s  i s s u e  o f  t h e  F e d e r a l  R e g i s t e r  b y  

T r e a s u r y  a n d  t h e  B o a r d  ( J o i n t  N o t i c e )  s e t s  f o r t h  t h e  s u b s t a n t i v e  

p r o v i s i o n s  o f  t h e  p r o p o s e d  r e c o r d k e e p i n g  r e q u i r e m e n t s .  T h i s  

N o t i c e  s e t s  f o r t h  a p r o p o s e d  r e g u l a t i o n  f o r  c o d i f i c a t i o n  a t  

12 CFR P a r t  2 1 9 ,  S u b p a r t  B, w h i c h  e x t e n s i v e l y  c r o s s - r e f e r e n c e s  

t h e  s u b s t a n t i v e  p r o v i s i o n s  s e t  f o r t h  i n  t h e  J o i n t  N o t i c e .

U n d e r  t h e  J o i n t  N o t i c e ,  e a c h  d o m e s t i c  f i n a n c i a l  

i n s t i t u t i o n  i n v o l v e d  i n  e i t h e r  a d o m e s t i c  o r  i n t e r n a t i o n a l  w i r e  

t r a n s f e r  w i l l  h a v e  t o  c o l l e c t  a n d  r e t a i n  c e r t a i n  i n f o r m a t i o n .

The am ou n t  a n d  t y p e  o f  i n f o r m a t i o n  c o l l e c t e d  a n d  r e t a i n e d  w i l l  

d e p e n d  u p o n  t h e  n a t u r e  o f  t h e  f i n a n c i a l  i n s t i t u t i o n ,  i t s  r o l e  i n  

t h e  p a r t i c u l a r  w i r e  t r a n s f e r ,  a n d  t h e  r e l a t i o n s h i p  o f  t h e  p a r t i e s  

t o  t h e  t r a n s a c t i o n  w i t h  t h e  f i n a n c i a l  i n s t i t u t i o n .  The  

r e c o r d k e e p i n g  r e q u i r e m e n t s  a p p l i c a b l e  t o  i n t e r n a t i o n a l  w i r e

[E n c .  C i r .  No.  1 0 6 5 5 ]
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t r a n s f e r s  a r e  r e q u i r e d  b y  s t a t u t e  t o  b e  e f f e c t i v e  b e f o r e  

J a n u a r y  1 ,  1 9 9 4 .  F or  e a s e  o f  i m p l e m e n t a t i o n ,  T r e a s u r y  a n d  t h e  

B o a r d  p r o p o s e  t o  make t h e  p r o p o s e d  r e c o r d k e e p i n g  r e q u i r e m e n t s  

a p p l i c a b l e  t o  b o t h  d o m e s t i c  an d  i n t e r n a t i o n a l  w i r e  t r a n s f e r s  

e f f e c t i v e  on  D e c e m b e r  3 1 ,  1 9 9 3 .

DATES: Comments  a r e  d u e  on o r  b e f o r e  O c t o b e r  4 ,  1 9 9 3 .

ADDRESSES: E a c h  comment on t h e  p r o v i s i o n s  o f  t h i s  p r o p o s e d

N o t i c e  ( a s  s u p p l e m e n t e d  b y  t h e  J o i n t  N o t i c e )  s h o u l d  b e  s e n t  

s e p a r a t e l y  t o  b o t h  t h e  T r e a s u r y  an d  t h e  B o a r d  a t  t h e  f o l l o w i n g  

a d d r e s s e s :

T r e a s u r y : Mr. P e t e r  D j i n i s ,  D i r e c t o r ,  O f f i c e  o f  F i n a n c i a l

E n f o r c e m e n t ,  D e p a r t m e n t  o f  t h e  T r e a s u r y ,  Room 5 0 0 0  A n n e x ,

1 5 0 0  P e n n s y l v a n i a  A v e n u e ,  NW., W a s h i n g t o n ,  DC 2 0 2 2 0 ;

B o a r d : Mr. W i l l i a m  W. W i l e s ,  S e c r e t a r y ,  B o a r d  o f  G o v e r n o r s  o f

t h e  F e d e r a l  R e s e r v e  S y s t e m ,  2 0 t h  an d  C o n s t i t u t i o n  A v e n u e ,  NW., 

W a s h i n g t o n ,  DC 2 0 5 5 1 .  Comments a d d r e s s e d  t o  Mr. W i l e s ,

S e c r e t a r y ,  B o a r d  o f  G o v e r n o r s  o f  t h e  F e d e r a l  R e s e r v e  S y s t e m ,  

s h o u l d  r e f e r  t o  D o c k e t  N o .  R - 0 8 0 7 .  Comments  may a l s o  b e  

d e l i v e r e d  t o  t h e  B o a r d ' s  m a i l r o o m  b e t w e e n  8 : 4 5  a . m .  and  

5 : 1 5  p . m . ,  a n d  t o  t h e  s e c u r i t y  c o n t r o l  room  o u t s i d e  o f  t h o s e  

h o u r s .  B o t h  t h e  m a i l r o o m  an d  t h e  s e c u r i t y  c o n t r o l  room a r e  

a c c e s s i b l e  f r o m  t h e  c o u r t y a r d  e n t r a n c e  o n  2 0 t h  S t r e e t  b e t w e e n  

C o n s t i t u t i o n  A v e n u e  an d  C S t r e e t ,  NW.

I n s p e c t i o n  o f  C o m m e n ts : Comments may b e  i n s p e c t e d  a t  t h e  F e d e r a l

R e s e r v e  B o a r d ,  2 0 t h  a n d  C o n s t i t u t i o n  A v e n u e ,  NW., W a s h i n g t o n ,  DC, 

i n  room B - 1 1 2 2  b e t w e e n  9 a . m .  an d  5 p . m . , a s  p r o v i d e d  i n  P a r t  261
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o f  t h e  B o a r d ' s  R u l e s  R e g a r d i n g  A v a i l a b i l i t y  o f  I n f o r m a t i o n ,

12 CFR 2 6 1 . 8 .  Comments may a l s o  b e  i n s p e c t e d  a t  t h e  D e p a r t m e n t  

o f  T r e a s u r y  b e t w e e n  10 a . m .  a n d  4 p . m .  i n  t h e  T r e a s u r y  L i b r a r y ,  

w h i c h  i s  l o c a t e d  i n  room  5 0 3 0 ,  1 5 0 0  P e n n s y l v a n i a  A v e n u e ,  NW., 

W a s h i n g t o n ,  DC. P e r s o n s  w i s h i n g  t o  i n s p e c t  t h e  c o m m e n ts  

s u b m i t t e d  s h o u l d  r e q u e s t  an  a p p o i n t m e n t  a t  t h e  T r e a s u r y  L i b r a r y  

a t  ( 2 0 2 )  6 2 2 - 0 9 9 0 .

FOR FURTHER INFORMATION CONTACT:
T r e a s u r y : A. C a r l o s  C o r r e a ,  A s s i s t a n t  D i r e c t o r ,  R u l e s  and

R e g u l a t i o n s  S e c t i o n ,  O f f i c e  o f  F i n a n c i a l  E n f o r c e m e n t ,  D e p a r t m e n t  

o f  t h e  T r e a s u r y ,  (2 0 2 )  6 2 2 - 0 4 0 0 .

B o a r d :  G a y l e  B r e t t ,  M a n a g e r ,  F e d w i r e ,  D i v i s i o n  o f  R e s e r v e  Bank

O p e r a t i o n s  a n d  Paym en t  S y s t e m s  ( 2 0 2 )  4 5 2 - 2 9 3 4 ;  O l i v e r  I r e l a n d ,  

A s s o c i a t e  G e n e r a l  C o u n s e l  ( 2 0 2 )  4 5 2 - 3 6 2 5 ,  o r  E l a i n e  M. B o u t i l i e r ,  

S e n i o r  A t t o r n e y ,  L e g a l  D i v i s i o n ,  ( 2 0 2 )  4 5 2 - 2 4 1 8 ,  B o a r d  o f  

G o v e r n o r s  o f  t h e  F e d e r a l  R e s e r v e  S y s t e m .  F o r  t h e  h e a r i n g  

i m p a i r e d  o n l y ,  T e l e c o m m u n i c a t i o n  D e v i c e  f o r  t h e  D e a f  (TD D ), 

D o r o t h e a  Th om p son  ( 2 0 2 )  4 5 2 - 3 5 4 4 .

SUPPLEMENTARY INFORMATION: The s t a t u t e  g e n e r a l l y  r e f e r r e d  t o  a s

t h e  Bank S e c r e c y  A c t  (P u b .  L.  9 1 - 5 0 8 ,  c o d i f i e d  a t  12 U . S . C .  1 8 2 9 b  

a n d  1 9 5 1 - 1 9 5 9 ,  a n d  31 U . S . C .  5 3 1 1 - 5 3 2 8 )  a u t h o r i z e s  t h e  S e c r e t a r y  

o f  t h e  T r e a s u r y  t o  r e q u i r e  f i n a n c i a l  i n s t i t u t i o n s  t o  k e e p  r e c o r d s  

an d  f i l e  r e p o r t s  t h a t  t h e  S e c r e t a r y  d e t e r m i n e s  h a v e  a h i g h  d e g r e e  

o f  u s e f u l n e s s  i n  c r i m i n a l ,  t a x  a n d  r e g u l a t o r y  m a t t e r s .  The  

p r i m a r y  p u r p o s e  o f  t h e  Bank S e c r e c y  A c t  i s  t o  i d e n t i f y  t h e  

s o u r c e ,  v o l u m e  a n d  m o v em en t  o f  f u n d s  i n t o  a n d  o u t  o f  t h e  c o u n t r y
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an d  t h r o u g h  d o m e s t i c  f i n a n c i a l  i n s t i t u t i o n s .  The Bank S e c r e c y  

A c t  w as  a m e n d e d  l a s t  y e a r  i n  t h e  A n n u n z i o - W y l i e  A n t i - M o n e y  

L a u n d e r i n g  A c t  o f  1 9 9 2 ,  T i t l e  XV o f  t h e  H o u s i n g  an d  C om m un ity  

D e v e l o p m e n t  A c t  o f  1 9 9 2 ,  Pub.  L.  1 0 2 - 5 5 0  ( r e f e r r e d  t o  h e r e a f t e r  

a s  t h e  1 9 9 2  Amendment)  t o  s p e c i f i c a l l y  a u t h o r i z e  t h e  T r e a s u r y  and  

t h e  B o a r d  j o i n t l y  t o  p r e s c r i b e  r e g u l a t i o n s  t o  r e q u i r e  m a i n t e n a n c e  

o f  r e c o r d s  r e g a r d i n g  d o m e s t i c  a n d  i n t e r n a t i o n a l  f u n d s  t r a n s f e r s .

The 1 9 9 2  Amendment a u t h o r i z e s  t h e  B o a r d  an d  t h e  

T r e a s u r y  t o  p r o m u l g a t e  r e c o r d k e e p i n g  r e q u i r e m e n t s  f o r  d o m e s t i c  

w i r e  t r a n s f e r s  b y  i n s u r e d  d e p o s i t o r y  i n s t i t u t i o n s  w h e n e v e r  t h e  

a g e n c i e s  d e t e r m i n e  t h a t  s u c h  r e c o r d s  h a v e  a h i g h  d e g r e e  o f  

u s e f u l n e s s  i n  c r i m i n a l  t a x  o r  r e g u l a t o r y  i n v e s t i g a t i o n s  o r  

p r o c e e d i n g s .  I n  a d d i t i o n ,  t h e  1 9 9 2  Amendment r e q u i r e s  t h e  

T r e a s u r y  a n d  t h e  E o a r d  t o  i s s u e  f i n a l  r e g u l a t i o n s  w i t h  r e g a r d  t o  

t h e  i n t e r n a t i o n a l  t r a n s a c t i o n s  t o  b e  e f f e c t i v e  b e f o r e  J a n u a r y  1 ,  

1 9 9 4 .  The r e c o r d k e e p i n g  r e q u i r e m e n t s  f o r  i n t e r n a t i o n a l  

t r a n s a c t i o n s  w i l l  a p p l y  t o  f i n a n c i a l  i n s t i t u t i o n s  a s  d e f i n e d  i n  

31 CFR 1 0 3 . 1 1  ( i ) ,  w h i c h  i n c l u d e  i n s u r e d  d e p o s i t o r y  i n s t i t u t i o n s  

an d  b r o k e r s  a n d  d e a l e r s  i n  s e c u r i t i e s ,  a s  w e l l  a s  b u s i n e s s e s  t h a t  

p r o v i d e  c h e c k  c a s h i n g  s e r v i c e s ,  m on ey  t r a n s m i t t i n g  b u s i n e s s e s ,  

an d  b u s i n e s s e s  t h a t  i s s u e  o r  r e d e e m  m on ey  o r d e r s ,  t r a v e l e r s '  

c h e c k s  o r  o t h e r  s i m i l a r  i n s t r u m e n t s  ( c o l l e c t i v e l y  r e f e r r e d  t o  a s  

c h e c k  c a s h i n g  a n d  m oney  t r a n s m i t t i n g  b u s i n e s s e s ) .  I n  p r e s c r i b i n g  

t h e s e  r e q u i r e d  r e g u l a t i o n s ,  t h e  B o a r d  a n d  t h e  T r e a s u r y  m u s t  t a k e  

i n t o  c o n s i d e r a t i o n  t h e  u s e f u l n e s s  o f  t h e s e  r e c o r d s  i n  c r i m i n a l ,  

t a x ,  o r  r e g u l a t o r y  i n v e s t i g a t i o n s  o r  p r o c e e d i n g s  an d  t h e  e f f e c t

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



5

t h e  r e c o r d k e e p i n g  w i l l  h a v e  on  t h e  c o s t  a n d  e f f i c i e n c y  o f  t h e  

p a y m e n t  s y s t e m .  The B o a r d  a n d  t h e  T r e a s u r y  h a v e  d e c i d e d  t h a t  i t  

w o u l d  b e  s i m p l e r  t o  i s s u e  p r o p o s e d  r e g u l a t i o n s  f o r  b o t h  d o m e s t i c  

an d  i n t e r n a t i o n a l  f u n d s  t r a n s f e r s  s i m u l t a n e o u s l y ,  b e c a u s e  t h e  

r e c o r d k e e p i n g  r e q u i r e m e n t s  w i l l  b e  s u b s t a n t i a l l y  t h e  s a m e .

The n um ber  o f  w i r e  t r a n s f e r s  c o m p l e t e d  d a i l y  i s  

s u b s t a n t i a l .  F o r  e x a m p l e ,  t h e  d a i l y  a v e r a g e  n u m b e r  o f  w i r e  

t r a n s f e r s  made o v e r  F e d w i r e  i n  1 9 9 2  w a s  2 7 0 , 0 0 0 ,  w i t h  a v e r a g e  

a g g r e g a t e  d a i l y  d o l l a r  am ou n t  o f  $ 8 0 0  b i l l i o n  a n d  a p e a k  

a g g r e g a t e  d a i l y  d o l l a r  am ou n t  o f  o v e r  $1 t r i l l i o n .

Money l a u n d e r i n g  i s  a v i t a l  c o m p o n e n t  o f  d r u g  

t r a f f i c k i n g  a n d  o t h e r  c r i m i n a l  a c t i v i t y  t h r o u g h o u t  t h e  w o r l d ,  and  

F e d e r a l  l a w  e n f o r c e m e n t  a g e n c i e s  b e l i e v e  t h a t  a s i g n i f i c a n t  

am ount  o f  t h e  m on ey  l a u n d e r e d  i n v o l v e s  w i r e  t r a n s f e r s .  P r o c e e d s  

f r o m  i l l e g a l  a c t i v i t i e s  may b e  p r o c e s s e d  t h r o u g h  m o n ey  l a u n d e r i n g  

s c h e m e s  i n v o l v i n g  d o m e s t i c  a n d / o r  i n t e r n a t i o n a l  p a y m e n t s  b y  w i r e  

t r a n s f e r s .  S u c h  a c t i v i t y  h a s  b e e n  d o c u m e n t e d  i n  s e v e r a l  r e c e n t  

i n v e s t i g a t i o n s  c o n d u c t e d  b y  T r e a s u r y  a n d  o t h e r  F e d e r a l  l a w  

e n f o r c e m e n t  a g e n c i e s .  The B o a r d  a n d  t h e  T r e a s u r y  b e l i e v e  t h a t  

t h e  r e c o r d s  t o  b e  r e t a i n e d  u n d e r  t h i s  p r o p o s e d  r u l e m a k i n g  w i l l  b e  

u s e f u l  i n  t r a c i n g  t h e  p r o c e e d s  o f  i l l e g a l  a c t i v i t i e s  a n d  w i l l  

a s s i s t  i n  t h e  i d e n t i f i c a t i o n  a n d  p r o s e c u t i o n  o f  i n d i v i d u a l s  

i n v o l v e d  i n  s u c h  i l l e g a l  a c t i v i t i e s .  A c c o r d i n g l y ,  T r e a s u r y  an d  

t h e  B o a r d  b e l i e v e  t h a t  m a i n t e n a n c e  o f  t h e s e  r e c o r d s  w i l l  h a v e  a 

h i g h  d e g r e e  o f  u s e f u l n e s s  i n  c r i m i n a l ,  t a x ,  o r  r e g u l a t o r y  

i n v e s t i g a t i o n s  o f  m oney  l a u n d e r i n g  o p e r a t i o n s .  F u r t h e r ,  t h e
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T r e a s u r y  a n d  t h e  B o a r d  b e l i e v e  t h a t  t h e s e  r e c o r d k e e p i n g  

r e q u i r e m e n t s  w i l l  n o t  h a v e  a s i g n i f i c a n t  a d v e r s e  i m p a c t  on  t h e  

c o s t  o r  t h e  e f f i c i e n c y  o f  t h e  p a y m e n t s  s y s t e m .

C o d i f i c a t i o n  o f  t h e  p r o p o s e d  r u l e .

To m i n i m i z e  p o t e n t i a l  c o n f u s i o n  b y  a f f e c t e d  e n t i t i e s  

r e g a r d i n g  t h e  s c o p e  o f  t h i s  p r o p o s e d  j o i n t  r u l e  a n d  i t s  

i n t e r a c t i o n  w i t h  o t h e r  a n t i - m o n e y  l a u n d e r i n g  r e g u l a t i o n s ,  t h e  

s u b s t a n t i v e  r e q u i r e m e n t s  o f  t h e  p r o p o s e d  r u l e  w i l l  b e  c o d i f i e d  

w i t h  o t h e r  Bank  S e c r e c y  A c t  r e g u l a t i o n s ,  a s  p a r t  o f  T r e a s u r y ' s  

r e g u l a t i o n s  i n  31  CFR P a r t  1 0 3 .  B e c a u s e  t h e  B o a r d  i s  r e q u i r e d  t o  

p r e s c r i b e  t h e s e  r e g u l a t i o n s  j o i n t l y  w i t h  T r e a s u r y ,  t h e  B o a r d  i s  

p r o p o s i n g  t o  a d d  a new s u b p a r t  B t o  12 CFR P a r t  2 1 9 ,  w h i c h  w i l l  

c r o s s - r e f e r e n c e  t h e  j o i n t l y  p r e s c r i b e d  r e q u i r e m e n t s  i n  31  CFR 

P a r t  1 0 3 .  The  c u r r e n t  t e x t  o f  12 CFR P a r t  2 1 9 ,  c o n c e r n i n g  

r e i m b u r s e m e n t  t o  f i n a n c i a l  i n s t i t u t i o n s  f o r  a s s e m b l i n g  an d  

p r o v i d i n g  f i n a n c i a l  r e c o r d s  p u r s u a n t  t o  t h e  R i g h t  t o  F i n a n c i a l  

P r i v a c y  A c t ,  w i l l  b e c o m e  s u b p a r t  A o f  12 CFR P a r t  2 1 9 .  (The  

B o a r d  e x p e c t s  t o  r e v i s e  a n d  u p d a t e  t h i s  n e w l y  d e s i g n a t e d  

s u b p a r t  A i n  t h e  n e a r  f u t u r e . )

Summary d e s c r i p t i o n  o f  t h e  r e v i s e d  p r o p o s e d  r u l e .

T h e  J o i n t  N o t i c e ,  p u b l i s h e d  e l s e w h e r e  i n  t o d a y ' s  

F e d e r a l  R e g i s t e r  p r o v i d e s  a n  e x t e n s i v e  d e s c r i p t i o n  o f  t h e  

s u b s t a n t i v e  r e q u i r e m e n t s  o f  t h e  p r o p o s e d  r u l e .  W h i l e  t h e  B o a r d  

i s  a u t h o r i z e d  t o  p r o m u l g a t e  j o i n t l y  p r o p o s e d  r e c o r d k e e p i n g  a n d  

r e p o r t i n g  r e q u i r e m e n t s  w i t h  r e g a r d  t o  d o m e s t i c  w i r e  t r a n s f e r s  b y  

i n s u r e d  d e p o s i t o r y  i n s t i t u t i o n s ,  t h e  B o a r d  i s  s p e c i f i c a l l y
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r e q u i r e d  t o  p r o m u l g a t e  j o i n t l y  w i t h  T r e a s u r y  r e c o r d k e e p i n g  an d  

r e p o r t i n g  r e q u i r e m e n t s  f o r  i n t e r n a t i o n a l  w i r e  t r a n s f e r s  b y  b o t h  

i n s u r e d  d e p o s i t o r y  i n s t i t u t i o n s  a n d  n o n b a n k  f i n a n c i a l  

i n s t i t u t i o n s .  The B o a r d  i s  n o t  a u t h o r i z e d  t o  p r o m u l g a t e  

r e c o r d k e e p i n g  a n d  r e p o r t i n g  r e q u i r e m e n t s  f o r  d o m e s t i c  w i r e  

t r a n s f e r s  b y  n o n b a n k  f i n a n c i a l  i n s t i t u t i o n s .  ( T r e a s u r y  h a s  t h i s  

a u t h o r i t y  u n d e r  o t h e r  s t a t u t o r y  p r o v i s i o n s . )  T h i s  l i m i t a t i o n  i s  

r e f l e c t e d  i n  t h e  B o a r d ' s  p r o p o s e d  s u b p a r t  B o f  12 CFR P a r t  2 1 9 .  

The r e c o r d k e e p i n g  and  r e p o r t i n g  r e q u i r e m e n t s  p r o p o s e d  b y  t h e  

B o a r d  f o r  i n t e r n a t i o n a l  w i r e  t r a n s f e r s  b y  n o n b a n k  f i n a n c i a l  

i n s t i t u t i o n s ,  h o w e v e r ,  a r e  i d e n t i c a l  t o  t h o s e  p r o p o s e d  b y  

T r e a s u r y  f o r  d o m e s t i c  ( a n d  i n t e r n a t i o n a l )  w i r e  t r a n s f e r s  b y  

n o n b a n k  f i n a n c i a l  i n s t i t u t i o n s .  T h e r e f o r e ,  c o m p l i a n c e  b y  n o n b a n k  

f i n a n c i a l  i n s t i t u t i o n s  w i t h  t h e  p r o p o s e d  r e q u i r e m e n t s  w i l l  n o t  b e  

a f f e c t e d  b y  t h i s  l i m i t a t i o n  i n  t h e  B o a r d ' s  r e g u l a t o r y  a u t h o r i t y .  

S u b m i s s i o n  o f  C o m m e n ts : Comments on  a l l  a s p e c t s  o f  t h e  p r o p o s e d

r e g u l a t i o n  a r e  w e l c o m e .  The T r e a s u r y  a n d  t h e  B o a r d  s p e c i f i c a l l y  

r e q u e s t  comment  on  t h e  u s e f u l n e s s  o f  t h e  r e c o r d s  c o v e r e d  b y  t h e  

p r o p o s e d  r u l e  f o r  l a w  e n f o r c e m e n t  p u r p o s e s  a n d  t h e  e f f e c t s  t h a t  

t h e  p r o p o s e d  r u l e  m i g h t  h a v e  o n  t h e  c o s t  a n d  e f f i c i e n c y  o f  t h e  

p a y m e n t  s y s t e m .  A l l  c o m m e n ts  r e c e i v e d  b e f o r e  t h e  c l o s i n g  d a t e  

w i l l  b e  c a r e f u l l y  c o n s i d e r e d .  O r a l  c o m m e n t s  m u s t  b e  r e d u c e d  t o  

w r i t i n g  a n d  s u b m i t t e d  t o  t h e  B o a r d  a n d / o r  T r e a s u r y  t o  r e c e i v e  

c o n s i d e r a t i o n .  Comments r e c e i v e d  a f t e r  t h e  c l o s i n g  d a t e  an d  t o o  

l a t e  f o r  c o n s i d e r a t i o n  w i l l  b e  t r e a t e d  a s  p o s s i b l e  s u g g e s t i o n s  

f o r  f u t u r e  a c t i o n .  N e i t h e r  t h e  B o a r d  n o r  T r e a s u r y  w i l l  r e c o g n i z e
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a s  c o n f i d e n t i a l  a n y  m a t e r i a l s  o r  c o m m e n t s ,  i n c l u d i n g  t h e  name o f  

a n y  p e r s o n  s u b m i t t i n g  c o m m e n t s .  Any m a t e r i a l  n o t  i n t e n d e d  t o  b e  

d i s c l o s e d  t o  t h e  p u b l i c  s h o u l d  n o t  b e  i n c l u d e d  i n  t h e  c o m m e n t s .  

INITIAL REGULATORY FLEXIBILITY ANALYSIS
As r e q u i r e d  b y  5 U . S . C .  6 0 3 ( b ) ,  a " d e s c r i p t i o n  o f  t h e  

r e a s o n s  why a c t i o n  b y  t h e  a g e n c y  i s  b e i n g  c o n s i d e r e d "  a n d  a 

" s u c c i n c t  s t a t e m e n t  o f  t h e  o b j e c t i v e s  o f ,  a n d  l e g a l  b a s i s  f o r ,  

t h e  p r o p o s e d  r u l e "  a r e  f o u n d  e l s e w h e r e  i n  t h i s  p r e a m b l e .

The B o a r d  an d  t h e  T r e a s u r y  p r o p o s e  t h a t  t h e  

r e q u i r e m e n t s  i n  t h i s  r u l e  b e  a p p l i c a b l e  t o  a l l  f i n a n c i a l  

i n s t i t u t i o n s  s u b j e c t  t o  t h e  Bank S e c r e c y  A c t ,  a s  i m p l e m e n t e d ,  

r e g a r d l e s s  o f  t h e i r  s i z e .  An e x e m p t i o n  f o r  s m a l l  e n t i t i e s  w o u l d  

n o t  b e  a p p r o p r i a t e  b e c a u s e  i t  w o u l d  p e r m i t  m o n ey  l a u n d e r i n g  

o p e r a t i o n s  t o  e v a d e  t h e  r e c o r d k e e p i n g  p r o c e s s  b y  u s i n g  s m a l l  

f i n a n c i a l  i n s t i t u t i o n s .  T h i s  w o u l d  s i g n i f i c a n t l y  d i m i n i s h  t h e  

u s e f u l n e s s  o f  t h e s e  r e c o r d s  f o r  c r i m i n a l ,  t a x  o r  r e g u l a t o r y  

i n v e s t i g a t i o n s .

The s m a l l  e n t i t i e s  t h a t  w i l l  b e  a f f e c t e d  b y  t h i s  

p r o p o s e d  r u l e  i n c l u d e  s m a l l  b a n k s  a n d  many c h e c k  c a s h i n g  a n d  

m on ey  t r a n s m i t t i n g  b u s i n e s s e s .  I n  o r d e r  t o  m i n i m i z e  t h e  e c o n o m i c  

i m p a c t  on  s m a l l  e n t i t i e s ,  t h e  p r o p o s e d  r u l e  w o u l d  a l l o w  f i n a n c i a l  

i n s t i t u t i o n s  t h a t  s e n d  o r  r e c e i v e  t r a n s m i t t a l  o r d e r s  f o r  a c c o u n t  

h o l d e r s  t o  u s e  e x i s t i n g  r e c o r d s  t o  s a t i s f y  som e  o f  t h e  

r e c o r d k e e p i n g  r e q u i r e m e n t s .  The B o a r d  a n d  t h e  T r e a s u r y  d o  n o t  

b e l i e v e  t h a t  t h e  p r o p o s e d  r u l e  w o u l d  i m p o s e  r e p o r t i n g  o r
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r e c o r d k e e p i n g  b u r d e n s  o n  s m a l l  e n t i t i e s  t h a t  r e q u i r e  s p e c i a l i z e d  

p r o f e s s i o n a l  s k i l l s  n o t  a v a i l a b l e  t o  t h e m .

LIST OF SUBJECTS IN 12 CFR PART 219
B a n k s ,  b a n k i n g ,  C u r r e n c y ,  R e p o r t i n g  a n d  r e c o r d k e e p i n g  

r e q u i r e m e n t s ,  F o r e i g n  b a n k i n g .

F o r  t h e  r e a s o n s  s e t  o u t  i n  t h e  p r e a m b l e ,  12 CFR 

P a r t  2 1 9  i s  p r o p o s e d  t o  b e  a m e n d e d  a s  s e t  f o r t h  b e l o w .

PART 2 1 9  - -  REIMBURSEMENT FOR PROVIDING FINANCIAL RECORDS; 

RECORDKEEPING REQUIREMENTS FOR CERTAIN FINANCIAL RECORDS

1 .  The t i t l e  o f  p a r t  2 1 9  i s  r e v i s e d  t o  r e a d  a s  s e t  f o r t h  a b o v e .

2 .  S e c t i o n s  2 1 9 . 1  t h r o u g h  2 1 9 . 7  a r e  d e s i g n a t e d  a s  S u b p a r t  A, an d  
a new S u b p a r t  A h e a d i n g  i s  a d d e d  t o  r e a d  a s  f o l l o w s :

S u b p a r t  A - -  R e i m b u r s e m e n t  t o  F i n a n c i a l  I n s t i t u t i o n s  f o r  
P r o v i d i n g  F i n a n c i a l  R e c o r d s

3 .  The a u t h o r i t y  c i t a t i o n  f o r  P a r t  2 1 9  i s  d e s i g n a t e d  a s  t h e  
a u t h o r i t y  f o r  S u b p a r t  A a n d  c o n t i n u e s  t o  r e a d  a s  f o l l o w s :

A u t h o r i t y :  12 U . S . C .  3 4 1 5 .

4 .  S u b p a r t  A i s  am en d ed  b y  r e v i s i n g  § 2 1 9 . 1  t o  r e a d  a s  f o l l o w s :

§ 2 1 9 . 1  A u t h o r i t y ,  p u r p o s e  a n d  s c o p e .

T h i s  s u b p a r t  o f  R e g u l a t i o n  S i s  i s s u e d  b y  t h e  B o a r d  o f  

G o v e r n o r s  o f  t h e  F e d e r a l  R e s e r v e  S y s t e m  ( t h e  B o a r d )  u n d e r  

s e c t i o n  1 1 1 5  o f  t h e  R i g h t  t o  F i n a n c i a l  P r i v a c y  A c t  ( t h e  A c t )  (12  

U . S . C .  3 4 1 5 ) .  I t  e s t a b l i s h e s  t h e  r a t e s  a n d  c o n d i t i o n s  f o r  

r e i m b u r s e m e n t  o f  r e a s o n a b l y  n e c e s s a r y  c o s t s  d i r e c t l y  i n c u r r e d  b y  

f i n a n c i a l  i n s t i t u t i o n s  i n  a s s e m b l i n g  o r  p r o v i d i n g  c u s t o m e r  

f i n a n c i a l  r e c o r d s  t o  a g o v e r n m e n t  a u t h o r i t y  p u r s u a n t  t o  t h e  A c t .

5 .  S e c t i o n  2 1 9 . 2  i s  a m en d ed  b y  r e v i s i n g  t h e  i n t r o d u c t o r y  t e x t  t o  

r e a d  a s  f o l l o w s :
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§ 2 1 9 . 2  D e f i n i t i o n s .

F o r  t h e  p u r p o s e s  o f  t h i s  s u b p a r t ,  t h e  f o l l o w i n g  

d e f i n i t i o n s  s h a l l  a p p l y :

6 .  S u b p a r t  B i s  a d d e d  t o  P a r t  219  t o  r e a d  a s  f o l l o w s :

S u b p a r t  B - -  R e c o r d k e e p i n g  an d  R e p o r t i n g  R e q u i r e m e n t s  f o r  F u n d s

T r a n s f e r s a n d  T r a n s m i t t a l s  o f  F u n d s

S e c .
2 1 9 , 2 1 A u t h o r i t y ,  p u r p o s e  and  s c o p e .

2 1 9 . 2 2 D e f i n i t i o n s .

2 1 9 . 2 3 R e c o r d k e e p i n g  an d  r e p o r t i n g  r e q u i r e m e n t s .

2 1 9 . 2 4 . R e t e n t i o n  p e r i o d .

A u t h o r i t y :: 12 U . S . C .  1 8 2 9 b (2) an d  (3)  .

S u b p a r t  B - -  R e c o r d k e e p i n g  an d  R e p o r t i n g  R e q u i r e m e n t s  f o r  F u n d s
T r a n s f e r s a n d  T r a n s m i t t a l s  o f  F u n d s

§ 2 1 9 . 2 1 A u t h o r i t y ,  p u r p o s e  an d  s c o p e .

T h i s  s u b p a r t  o f  R e g u l a t i o n  S i s  i s s u e d  b y  t h e  B o a r d

u n d e r  t h e  a u t h o r i t y  o f  s e c t i o n  2 1 ( b )  o f  t h e  F e d e r a l  D e p o s i t  

I n s u r a n c e  A c t  (12  U . S . C .  1 8 2 9 b ) ,  a s  a m en d ed  b y  t h e  A n n u n z i o - W y l i e  

A n t i - M o n e y  L a u n d e r i n g  A c t  o f  1 9 9 2  ( P u b . L .  1 0 2 - 5 5 0 ,  T i t l e  XV),  

w h i c h  a u t h o r i z e s  t h e  B o a r d  an d  t h e  S e c r e t a r y  o f  t h e  T r e a s u r y  

j o i n t l y  t o  p r e s c r i b e  r e c o r d k e e p i n g  an d  r e p o r t i n g  r e q u i r e m e n t s  f o r  

d o m e s t i c  w i r e  t r a n s f e r s  b y  i n s u r e d  d e p o s i t o r y  i n s t i t u t i o n s ;  an d  

w h i c h  a l s o  r e q u i r e s  t h e  B o a r d  an d  T r e a s u r y  j o i n t l y  t o  p r e s c r i b e  

r e c o r d k e e p i n g  a n d  r e p o r t i n g  r e q u i r e m e n t s  f o r  i n t e r n a t i o n a l  w i r e  

t r a n s f e r s  b y  i n s u r e d  d e p o s i t o r y  i n s t i t u t i o n s  a n d  b y  n o n b a n k  

f i n a n c i a l  i n s t i t u t i o n s .  The d e f i n i t i o n s  an d  r e c o r d k e e p i n g  an d
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r e p o r t i n g  r e q u i r e m e n t s  r e f e r e n c e d  i n  t h i s  s u b p a r t  a r e  j o i n t l y  

p r o m u l g a t e d  a n d  a d m i n i s t e r e d  b y  t h e  B o a r d  a n d  t h e  T r e a s u r y  and  

a r e  c o d i f i e d  i n  31  CFR 1 0 3 . 1 1 ;  a n d  1 0 3 . 3 3 ( e ) ,  ( f )  a n d  ( g ) . S u ch

r e c o r d k e e p i n g  a n d  r e p o r t i n g  r e q u i r e m e n t s  w i l l  a s s i s t  i n  t h e  

p r o s e c u t i o n  o f  m on ey  l a u n d e r i n g  a c t i v i t i e s  a n d  a r e  d e t e r m i n e d  t o  

h a v e  a h i g h  d e g r e e  o f  u s e f u l n e s s  i n  c r i m i n a l ,  t a x  o r  r e g u l a t o r y  

i n v e s t i g a t i o n s  o r  p r o c e e d i n g s .

§ 2 1 9 . 2 2  D e f i n i t i o n s .

The f o l l o w i n g  t e r m s  a r e  d e f i n e d  i n  31 CFR 1 0 3 . 1 1  u n d e r  

t h e  j o i n t  a u t h o r i t y  o f  t h e  B o a r d  an d  t h e  T r e a s u r y :

A c c e p t .

B e n e f i c i a r y .

B e n e f i c i a r y 1s  b a n k .

E x e c u t i o n  d a t e .

F u n d s  t r a n s f e r .

I n t e r m e d i a r y  b a n k .

I n t e r m e d i a r y  f i n a n c i a l  i n s t i t u t i o n .

O r i g i n a t o r .

O r i g i n a t o r ' s  b a n k .

P a y m e n t  d a t e .

P a y m e n t  o r d e r .

R e c e i v i n g  b a n k .

R e c e i v i n g  f i n a n c i a l  i n s t i t u t i o n .

R e c i p i e n t .

R e c i p i e n t ' s  f i n a n c i a l  i n s t i t u t i o n .

S e n d e r .
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T r a n s m i t t a l  o f  f u n d s .

T r a n s m i t t a l  o r d e r .

T r a n s m i t t o r .

T r a n s m i t t e r  *s f i n a n c i a l  i n s t i t u t i o n .

§ 2 1 9 . 2 3  R e c o r d k e e p i n g  a n d  r e p o r t i n g  r e q u i r e m e n t s .

(a )  D o m e s t i c  an d  i n t e r n a t i o n a l  f u n d s  t r a n s f e r s  b y  

i n s u r e d  d e p o s i t o r y  i n s t i t u t i o n s . The E o a r d  an d  t h e  T r e a s u r y  a r e  

j o i n t l y  a u t h o r i z e d  t o  p r o m u l g a t e  r e c o r d k e e p i n g  a n d  r e p o r t i n g  

r e q u i r e m e n t s  f o r  d o m e s t i c  an d  i n t e r n a t i o n a l  f u n d s  t r a n s f e r s  by  

i n s u r e d  d e p o s i t o r y  i n s t i t u t i o n s  w h e n e v e r  t h e  a g e n c i e s  d e t e r m i n e  

t h a t  t h e  m a i n t e n a n c e  o f  s u c h  r e c o r d s  h a s  a h i g h  d e g r e e  o f  

u s e f u l n e s s  i n  c r i m i n a l ,  t a x ,  o r  r e g u l a t o r y  i n v e s t i g a t i o n s  o r  

p r o c e e d i n g s .  T h e s e  r e g u l a t i o n s  a r e  c o d i f i e d  a t  31 CFR 1 0 3 . 3 3 ( e ) .  

F o r  t h e  p u r p o s e s  o f  t h i s  s u b p a r t ,  t h e  p r o v i s i o n s  o f  31 CFR 

1 0 3 . 3 3 ( e )  a p p l y  o n l y  t o  f u n d s  t r a n s f e r s  b y  i n s u r e d  d e p o s i t o r y  

i n s t i t u t i o n s .

(b) I n t e r n a t i o n a l  t r a n s m i t t a l s  o f  f u n d s  b v  f i n a n c i a l  

i n s t i t u t i o n s  o t h e r  t h a n  i n s u r e d  d e p o s i t o r y  i n s t i t u t i o n s .  The  

B o a r d  a n d  t h e  T r e a s u r y  a r e  j o i n t l y  r e q u i r e d  t o  p r o m u l g a t e  

r e p o r t i n g  a n d  r e c o r d k e e p i n g  r e q u i r e m e n t s  f o r  i n t e r n a t i o n a l  

t r a n s m i t t a l s  o f  f u n d s  b y  f i n a n c i a l  i n s t i t u t i o n s ,  i n c l u d i n g  

b r o k e r s  an d  d e a l e r s  i n  s e c u r i t i e s ,  an d  b u s i n e s s e s  t h a t  i s s u e  o r  

r e d e e m  m on ey  o r d e r s ,  t r a v e l e r s '  c h e c k s  o r  o t h e r  s i m i l a r  

i n s t r u m e n t s .  I n  p r e s c r i b i n g  t h e s e  r e q u i r e m e n t s ,  t h e  B o a r d  a n d  

t h e  T r e a s u r y  t a k e  i n t o  a c c o u n t  t h e  u s e f u l n e s s  o f  t h e s e  r e c o r d s  i n  

c r i m i n a l ,  t a x ,  o r  r e g u l a t o r y  i n v e s t i g a t i o n s  o r  p r o c e e d i n g s  a n d
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t h e  e f f e c t  t h e  r e c o r d k e e p i n g  w i l l  h a v e  o n  t h e  c o s t  a n d  e f f i c i e n c y  

o f  t h e  p a y m e n t  s y s t e m .  T h e s e  r e g u l a t i o n s  a r e  c o d i f i e d  a t  31 CFR 

1 0 3 . 3 3 ( f )  a n d  ( g ) . F o r  t h e  p u r p o s e s  o f  t h i s  s u b p a r t ,  t h e  

p r o v i s i o n s  o f  31  CFR 1 0 3 . 3 3 ( f )  a n d  (g)  a p p l y  o n l y  t o  

i n t e r n a t i o n a l  t r a n s m i t t a l s  o f  f u n d s  b y  f i n a n c i a l  i n s t i t u t i o n s  

o t h e r  t h a n  i n s u r e d  d e p o s i t o r y  i n s t i t u t i o n s .

§ 2 1 9 . 2 4  R e t e n t i o n  p e r i o d .

A l l  r e c o r d s  t h a t  a r e  r e q u i r e d  t o  b e  r e t a i n e d  b y  t h i s  

s u b p a r t  s h a l l  b e  r e t a i n e d  f o r  a p e r i o d  o f  f i v e  y e a r s .  A l l  t h e s e  

r e c o r d s  s h a l l  b e  f i l e d  o r  s t o r e d  i n  s u c h  a w ay  a s  t o  b e  

a c c e s s i b l e  w i t h i n  a r e a s o n a b l e  p e r i o d  o f  t i m e ,  t a k i n g  i n t o  

c o n s i d e r a t i o n  t h e  n a t u r e  o f  t h e  r e c o r d ,  a n d  t h e  a m o u n t  o f  t i m e  

t h a t  h a s  e x p i r e d  s i n c e  t h e  r e c o r d  w a s  m a d e .  Any r e c o r d s  r e q u i r e d  

t o  b e  r e t a i n e d  b y  t h i s  p a r t  s h a l l  b e  made a v a i l a b l e  t o  t h e  B o a r d  

up on  r e q u e s t .

By o r d e r  o f  t h e  B o a r d  o f  G o v e r n o r s  o f  t h e  F e d e r a l  

R e s e r v e  S y s t e m ,  A u g u s t  1 9 ,  1 9 9 3 .

(Siqnec) YV I c i v7 ' . . ' S t5C

W i l l i a m  W. W i l e s  
S e c r e t a r y  o f  t h e  B o a r d
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FEDERAL RESERVE SYSTEM
12 CFR PART 219 

DEPARTMENT OF THE TREASURY 
31 CFR Part 103

PROPOSED AMENDMENT TO THE 
BANK SECRECY ACT REGULATIONS 

RELATING TO RECORDKEEPING FOR FUNDS 
TRANSFERS AND TRANSMITTALS OF FUNDS 

BY FINANCIAL INSTITUTIONS

AGENCIES: Department of the Treasury; Board of Governors of the
Federal Reserve System.
ACTION: Notice of proposed rulemaking.
SUMMARY: This Notice is published jointly by the Department of
the Treasury (Treasury) and the Board of Governors of the Federal 
Reserve System (Board). It proposes enhanced recordkeeping 
requirements relating to certain wire transfers (which include 
funds transfers and transmittals of funds) by financial 
institutions. Each domestic financial institution involved in a 
wire transfer will have to collect and retain certain 
information. The amount and type of information collected and 
retained will depend upon the nature of the financial 
institution, its role in the particular wire transfer, and the 
relationship of the parties to the transaction with the financial 
institution. This notice also proposes to amend the existing 
regulation that .permits Treasury to require reports of certain 
transactions with targeted foreign financial institutions to
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p e r m i t  T r e a s u r y  t o  r e q u i r e  r e p o r t s  o f  a l l  w i r e  t r a n s f e r s  b y  

f i n a n c i a l  i n s t i t u t i o n s .  A c o m p a n i o n  N o t i c e  o f  P r o p o s e d  

R u l e m a k i n g  (C om p an ion  N o t i c e ) , a l s o  p u b l i s h e d  e l s e w h e r e  i n  t h i s  

i s s u e  o f  t h e  F e d e r a l  R e g i s t e r  by  T r e a s u r y ,  p r o p o s e s  t o  r e q u i r e  a 

f i n a n c i a l  i n s t i t u t i o n  t h a t  s e n d s  a t r a n s m i t t a l  o r d e r  t o  a 

r e c e i v i n g  f i n a n c i a l  i n s t i t u t i o n  t o  i n c l u d e  c e r t a i n  i n f o r m a t i o n  i n  

t h e  o r d e r .  The  r e c o r d k e e p i n g  r e q u i r e m e n t s  a p p l i c a b l e  t o  

i n t e r n a t i o n a l  w i r e  t r a n s f e r s  a r e  r e q u i r e d  b y  s t a t u t e  t o  b e  

e f f e c t i v e  b e f o r e  J a n u a r y  1 ,  1 9 9 4 .  F o r  e a s e  o f  i m p l e m e n t a t i o n ,  

T r e a s u r y  and t h e  B oard  p r o p o s e  t o  make t h e  p r o p o s e d  r e c o r d k e e p i n g  

r e q u i r e m e n t s  ( a p p l i c a b l e  t o  b o t h  d o m e s t i c  and  i n t e r n a t i o n a l  w i r e  

t r a n s f e r s )  e f f e c t i v e  on  D e c e m b e r  3 1 ,  1 9 9 3 .

DATES: Comments a r e  d u e  on o r  b e f o r e  O c t o b e r  4 ,  1 9 9 3 .

ADDRESSES: E a c h  comment s h o u l d  b e  s e n t  s e p a r a t e l y  t o  b o t h  t h e

T r e a s u r y  and  t h e  B o a rd  a t  t h e  f o l l o w i n g  a d d r e s s e s :

T r e a s u r y : Mr. P e t e r  D j i n i s ,  D i r e c t o r ,  O f f i c e  o f  F i n a n c i a l

E n f o r c e m e n t ,  D e p a r t m e n t  o f  t h e  T r e a s u r y ,  Room 5 0 0 0  A n n e x ,  1 5 0 0  

P e n n s y l v a n i a  A v e n u e ,  NW, W a s h i n g t o n ,  DC 2 0 2 2 0 ;

B o a r d : Mr. W i l l i a m  W. W i l e s ,  S e c r e t a r y ,  B o a r d  o f  G o v e r n o r s  o f

t h e  F e d e r a l  R e s e r v e  S y s t e m ,  2 0 t h  an d  C o n s t i t u t i o n  A v e n u e ,  NW, 

W a s h i n g t o n ,  DC 2 0 5 5 1 .  Comments a d d r e s s e d  t o  Mr. W i l e s ,  

S e c r e t a r y ,  B o a r d  o f  G o v e r n o r s  o f  t h e  F e d e r a l  R e s e r v e  S y s t e m ,  

s h o u l d  r e f e r  t o  D o c k e t  No.  R - 0 8 0 7 .  Comments  may a l s o  b e  

d e l i v e r e d  t o  t h e  B o a r d ’ s  m a i l  room b e t w e e n  8 : 4 5  a . m .  a n d  5 : 1 5  

p . m . , an d  t o  t h e  s e c u r i t y  c o n t r o l  room o u t s i d e  o f  t h o s e  h o u r s .  

B o t h  t h e  m a i l  room and  t h e  s e c u r i t y  c o n t r o l  room  a r e  a c c e s s i b l e
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f r o m  t h e  c o u r t y a r d  e n t r a n c e  on 2 0 t h  S t r e e t  b e t w e e n  C o n s t i t u t i o n  

A v e n u e  and  C S t r e e t ,  NW.

S u b m i s s i o n  o f  C o m m en ts : Comments on a l l  a s p e c t s  o f  t h e  p r o p o s e d

r e g u l a t i o n  a r e  w e l c o m e .  The T r e a s u r y  an d  t h e  B o a r d  s p e c i f i c a l l y  

r e q u e s t  com m ent  on t h e  u s e f u l n e s s  o f  t h e  r e c o r d s  c o v e r e d  b y  t h e  

p r o p o s e d  r u l e  f o r  la w  e n f o r c e m e n t  p u r p o s e s  a n d  t h e  e f f e c t s  t h a t  

t h e  p r o p o s e d  r u l e  m i g h t  h a v e  on  t h e  c o s t  an d  e f f i c i e n c y  o f  t h e  

p a y m e n t  s y s t e m .  A l l  c o m m e n ts  r e c e i v e d  b e f o r e  t h e  c l o s i n g  d a t e  

w i l l  b e  c a r e f u l l y  c o n s i d e r e d .  O r a l  c o m m e n ts  m u s t  b e  r e d u c e d  t o  

w r i t i n g  and s u b m i t t e d  t o  t h e  B o a r d  a n d / o r  T r e a s u r y  t o  r e c e i v e  

c o n s i d e r a t i o n .  Comments r e c e i v e d  a f t e r  t h e  c l o s i n g  d a t e  an d  t o o  

l a t e  f o r  c o n s i d e r a t i o n  w i l l  b e  t r e a t e d  a s  p o s s i b l e  s u g g e s t i o n s  

f o r  f u t u r e  a c t i o n .  N e i t h e r  t h e  B o a r d  n o r  T r e a s u r y  w i l l  r e c o g n i z e  

a s  c o n f i d e n t i a l  a n y  m a t e r i a l s  o r  c o m m e n t s ,  i n c l u d i n g  t h e  name o f  

a n y  p e r s o n  s u b m i t t i n g  c o m m e n t s .  Any m a t e r i a l  n o t  i n t e n d e d  t o  b e  

d i s c l o s e d  t o  t h e  p u b l i c  s h o u l d  n o t  b e  i n c l u d e d  i n  t h e  c o m m e n t s .  

I n s p e c t i o n  o f  C o m m en ts : Comments may b e  i n s p e c t e d  a t  t h e  F e d e r a l

R e s e r v e  B o a r d ,  2 0 t h  and C o n s t i t u t i o n  A v e n u e ,  NW, W a s h i n g t o n ,  DC, 

i n  room B - 1 1 2 2  b e t w e e n  9 a . m .  an d  5 p . m . , a s  p r o v i d e d  i n  § 2 6 1  o f  

t h e  B o a r d ' s  R u l e s  R e g a r d i n g  A v a i l a b i l i t y  o f  I n f o r m a t i o n ,  12 CFR 

2 6 1 . 8 .  Comments  may a l s o  b e  i n s p e c t e d  a t  t h e  D e p a r t m e n t  o f  

T r e a s u r y  b e t w e e n  10 a . m .  and  4 p . m .  i n  t h e  T r e a s u r y  L i b r a r y ,  

w h i c h  i s  l o c a t e d  i n  room 5 0 3 0 ,  1 5 0 0  P e n n s y l v a n i a  A v e n u e ,  NW, 

W a s h i n g t o n ,  DC. P e r s o n s  w i s h i n g  t o  i n s p e c t  t h e  c o m m e n t s  

s u b m i t t e d  s h o u l d  r e q u e s t  an a p p o i n t m e n t  a t  t h e  T r e a s u r y  L i b r a r y  

a t  ( 2 0 2 )  6 2 2 - 0 9 9 0 .
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FOR FURTHER INFORMATION CONTACT:

T r e a s u r y : A. C a r l o s  C o r r e a ,  A s s i s t a n t  D i r e c t o r ,  R u l e s  and

R e g u l a t i o n s  S e c t i o n ,  O f f i c e  o f  F i n a n c i a l  E n f o r c e m e n t ,  D e p a r t m e n t  

o f  t h e  T r e a s u r y ,  ( 2 0 2 )  6 2 2 - 0 4 0 0 .

B o a r d : G a y l e  B r e t t ,  M a n a g e r ,  F e d w i r e ,  D i v i s i o n  o f  R e s e r v e  Bank

O p e r a t i o n s  an d  P a y m e n t  S y s t e m s  ( 2 0 2 )  4 5 2 - 2 9 3 4 ;  O l i v e r  I r e l a n d ,  

A s s o c i a t e  G e n e r a l  C o u n s e l  ( 2 0 2 )  4 5 2 - 3 6 2 5 ,  o r  E l a i n e  M. B o u t i l i e r ,  

S e n i o r  A t t o r n e y ,  L e g a l  D i v i s i o n ,  ( 2 0 2 )  4 5 2 - 2 4 1 8 ,  B o a r d  o f  

G o v e r n o r s  o f  t h e  F e d e r a l  R e s e r v e  S y s t e m .  F o r  t h e  h e a r i n g  

i m p a i r e d  o n l y ,  T e l e c o m m u n i c a t i o n  D e v i c e  f o r  t h e  D e a f  (T D D ) , 

D o r o t h e a  Th om p son  ( 2 0 2 )  4 5 2 - 3 5 4 4 .

SUPPLEMENTARY INFORMATION: The s t a t u t e  g e n e r a l l y  r e f e r r e d  t o  a s

t h e  Bank S e c r e c y  A c t  (P u b .  L.  9 1 - 5 0 8 ,  c o d i f i e d  a t  12 U . S . C .

§ 1 8 2 9 b  and  §§  1 9 5 1 - 1 9 5 9 ,  and  31  U . S . C .  §§  5 3 1 1 - 5 3 2 8 )  a u t h o r i z e s  

t h e  S e c r e t a r y  o f  t h e  T r e a s u r y  t o  r e q u i r e  f i n a n c i a l  i n s t i t u t i o n s  

t o  k e e p  r e c o r d s  and f i l e  r e p o r t s  t h a t  t h e  S e c r e t a r y  d e t e r m i n e s  

h a v e  a h i g h  d e g r e e  o f  u s e f u l n e s s  i n  c r i m i n a l ,  t a x  an d  r e g u l a t o r y  

m a t t e r s .  The  p r i m a r y  p u r p o s e  o f  t h e  Bank S e c r e c y  A c t  i s  t o  

i d e n t i f y  t h e  s o u r c e ,  v o l u m e  and m o v e m e n t  o f  f u n d s  i n t o  an d  o u t  o f  

t h e  c o u n t r y  a n d  t h r o u g h  d o m e s t i c  f i n a n c i a l  i n s t i t u t i o n s .  The  

Bank S e c r e c y  A c t  was a m en d ed  l a s t  y e a r  i n  t h e  A n n u n z i o - W y l i e  

A n t i - M o n e y  L a u n d e r i n g  A c t  o f  1 9 9 2 ,  T i t l e  XV o f  t h e  H o u s i n g  an d  

Community  D e v e l o p m e n t  A c t  o f  1 9 9 2 ,  P u b .  L.  1 0 2 - 5 5 0  ( r e f e r r e d  t o  

h e r e a f t e r  a s  t h e  1992  Amendment) t o  s p e c i f i c a l l y  a u t h o r i z e  t h e  

T r e a s u r y  an d  t h e  B oard  j o i n t l y  t o  p r e s c r i b e  r e g u l a t i o n s  t o
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r e q u i r e  m a i n t e n a n c e  o f  r e c o r d s  r e g a r d i n g  d o m e s t i c  and  

i n t e r n a t i o n a l  f u n d s  t r a n s f e r s .

To e n a b l e  t h e  B o a r d  t o  p a r t i c i p a t e  i n  t h e  j o i n t  

p r o m u l g a t i o n  o f  t h e  f u n d s  t r a n s f e r  r e g u l a t i o n s  a s  r e q u i r e d  u n d e r  

t h e  u n i q u e  s t a t u t o r y  s c h e m e  e s t a b l i s h e d  b y  t h e  1 9 9 2  A m endm ent ,  

t i t l e  31 i s  p r o p o s e d  t o  b e  amended w i t h  t h e  c o n c u r r e n c e  o f  t h e  

B o a r d .  I n  c o n j u n c t i o n  w i t h  t h i s  a c t i o n ,  t h e  B o a r d  a l s o  p u b l i s h e s  

e l s e w h e r e  i n  t h i s  i s s u e  o f  t h e  F e d e r a l  R e g i s t e r  a p r o p o s e d  r u l e  

d o c u m e n t  t h a t  c r o s s - r e f r e n c e s  t h e s e  r e g u l a t i o n s  i n  t i t l e  12 o f  

t h e  CFR.

The 1992  Amendment a u t h o r i z e s  t h e  B o a r d  an d  t h e  

T r e a s u r y  t o  p r o m u l g a t e  r e c o r d k e e p i n g  r e q u i r e m e n t s  f o r  d o m e s t i c  

w i r e  t r a n s f e r s  by i n s u r e d  d e p o s i t o r y  i n s t i t u t i o n s  w h e n e v e r  t h e  

a g e n c i e s  d e t e r m i n e  t h a t  s u c h  r e c o r d s  h a v e  a h i g h  d e g r e e  o f  

u s e f u l n e s s  i n  c r i m i n a l  t a x  o r  r e g u l a t o r y  i n v e s t i g a t i o n s  o r  

p r o c e e d i n g s .  I n  a d d i t i o n ,  t h e  199 2  Amendment  r e q u i r e s  t h e  

T r e a s u r y  and t h e  B oard  t o  i s s u e  f i n a l  r e g u l a t i o n s  w i t h  r e g a r d  t o  

i n t e r n a t i o n a l  t r a n s a c t i o n s  t o  b e  e f f e c t i v e  b e f o r e  J a n u a r y  1 ,

1 9 9 4 .  The r e c o r d k e e p i n g  r e q u i r e m e n t s  f o r  i n t e r n a t i o n a l  

t r a n s a c t i o n s  w i l l  a p p l y  t o  f i n a n c i a l  i n s t i t u t i o n s  a s  d e f i n e d  i n  

31 CFR § 1 0 3 . 1 1  ( i ) , w h i c h  i n c l u d e  i n s u r e d  d e p o s i t o r y  

i n s t i t u t i o n s ,  b r o k e r s  and  d e a l e r s  i n  s e c u r i t i e s ,  a s  w e l l  a s  

b u s i n e s s e s  t h a t  p r o v i d e  c h e c k  c a s h i n g  s e r v i c e s ,  m on ey  

t r a n s m i t t i n g  b u s i n e s s e s ,  and b u s i n e s s e s  t h a t  i s s u e  o r  r e d e e m  

money  o r d e r s ,  t r a v e l e r s '  c h e c k s  o r  o t h e r  s i m i l a r  i n s t r u m e n t s  

( c o l l e c t i v e l y  r e f e r r e d  t o  a s  c h e c k  c a s h i n g  an d  m on ey  t r a n s m i t t i n g
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b u s i n e s s e s ) .  I n  p r e s c r i b i n g  t h e s e  r e q u i r e d  r e g u l a t i o n s ,  t h e  

B o a r d  and  t h e  T r e a s u r y  m u s t  t a k e  i n t o  c o n s i d e r a t i o n  t h e  

u s e f u l n e s s  o f  t h e s e  r e c o r d s  i n  c r i m i n a l ,  t a x ,  o r  r e g u l a t o r y  

i n v e s t i g a t i o n s  o r  p r o c e e d i n g s  and  t h e  e f f e c t  t h e  r e c o r d k e e p i n g  

w i l l  h a v e  on  t h e  c o s t  and  e f f i c i e n c y  o f  t h e  p a y m e n t  s y s t e m .  The  

B o a r d  and  t h e  T r e a s u r y  h a v e  d e c i d e d  t h a t  i t  w o u l d  b e  s i m p l e r  t o  

i s s u e  p r o p o s e d  r e g u l a t i o n s  f o r  b o t h  d o m e s t i c  a n d  i n t e r n a t i o n a l  

f u n d s  t r a n s f e r s  s i m u l t a n e o u s l y ,  b e c a u s e  t h e  r e c o r d k e e p i n g  

r e q u i r e m e n t s  w i l l  be  t h e  s a m e .

A d d i t i o n a l l y ,  i s s u i n g  p r o p o s e d  r e g u l a t i o n s  f o r  b o t h  

d o m e s t i c  and  i n t e r n a t i o n a l  f u n d s  t r a n s f e r s  a t  t h i s  t i m e  c o i n c i d e s  

w i t h  a s e p a r a t e  b u t  r e l a t e d  T r e a s u r y  i n i t i a t i v e .  As n o t e d  i n  

t e s t i m o n y  b e f o r e  t h e  H o u s e  B a n k i n g  C o m m i t t e e  on  May 2 5 ,  1 9 9 3 ,  by  

A s s i s t a n t  S e c r e t a r y  N o b l e  ( E n f o r c e m e n t ) , t h e  D e p a r t m e n t  o f  t h e  

T r e a s u r y  w o u l d  b e ,  and  i s  now, c o n d u c t i n g  a c o m p r e h e n s i v e  

e x a m i n a t i o n  o f  i t s  a n t i - m o n e y  l a u n d e r i n g  p r o g r a m s ,  i n c l u d i n g  t h e  

Bank S e c r e c y  A c t  r e g u l a t i o n s .  Comments r e c e i v e d  i n  r e s p o n s e  t o  

t h i s  N o t i c e  and  t h e  C om p an ion  N o t i c e  w i l l  b e  c a r e f u l l y  c o n s i d e r e d  

a s  p a r t  o f  t h i s  c o m p r e h e n s i v e  e x a m i n a t i o n .

The  number o f  w i r e  t r a n s f e r s  c o m p l e t e d  d a i l y  i s  

s u b s t a n t i a l .  F o r  e x a m p l e ,  t h e  d a i l y  a v e r a g e  nu m ber  o f  w i r e  

t r a n s f e r s  made o v e r  F e d w i r e  i n  1 9 9 2  w a s  2 7 0 , 0 0 0 ,  w i t h  a v e r a g e  

a g g r e g a t e  d a i l y  d o l l a r  am o u n t  o f  $ 8 0 0  b i l l i o n  an d  a p e a k  

a g g r e g a t e  d a i l y  d o l l a r  am ou n t  o f  o v e r  $1  t r i l l i o n .

Money  l a u n d e r i n g  i s  a v i t a l  c o m p o n e n t  o f  d r u g  

t r a f f i c k i n g  a n d  o t h e r  c r i m i n a l  a c t i v i t y  t h r o u g h o u t  t h e  w o r l d ,  and
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f e d e r a l  l a w  e n f o r c e m e n t  a g e n c i e s  b e l i e v e  t h a t  a s i g n i f i c a n t  

am ount  o f  t h e  money  l a u n d e r e d  i n v o l v e s  w i r e  t r a n s f e r s .  P r o c e e d s  

f ro m  i l l e g a l  a c t i v i t i e s  may be  p r o c e s s e d  t h r o u g h  money  l a u n d e r i n g  

s c h e m e s  i n v o l v i n g  d o m e s t i c  a n d / o r  i n t e r n a t i o n a l  p a y m e n t s  by  w i r e  

t r a n s f e r s .  S u c h  a c t i v i t y  h a s  b e e n  d o c u m e n t e d  i n  s e v e r a l  r e c e n t  

i n v e s t i g a t i o n s  c o n d u c t e d  by T r e a s u r y  an d  o t h e r  f e d e r a l  l a w  

e n f o r c e m e n t  a g e n c i e s .  The B o a r d  and t h e  T r e a s u r y  b e l i e v e  t h a t  

t h e  r e c o r d s  t o  b e  r e t a i n e d  u n d e r  t h i s  p r o p o s e d  r u l e m a k i n g  w i l l  b e  

p a r t i c u l a r l y  u s e f u l  i n  t r a c i n g  t h e  p r o c e e d s  o f  i l l e g a l  a c t i v i t i e s  

and w i l l  a s s i s t  i n  t h e  i d e n t i f i c a t i o n  and  p r o s e c u t i o n  o f  

i n d i v i d u a l s  i n v o l v e d  i n  s u c h  i l l e g a l  a c t i v i t i e s .  A c c o r d i n g l y ,  

T r e a s u r y  and t h e  Board  b e l i e v e  t h a t  m a i n t e n a n c e  o f  t h e s e  r e c o r d s  

w i l l  h a v e  a h i g h  d e g r e e  o f  u s e f u l n e s s  i n  c r i m i n a l ,  t a x ,  o r  

r e g u l a t o r y  i n v e s t i g a t i o n s  o f  money  l a u n d e r i n g  o p e r a t i o n s .

F u r t h e r ,  t h e  T r e a s u r y  and  t h e  B o a r d  b e l i e v e  t h a t  t h e s e  

r e c o r d k e e p i n g  r e q u i r e m e n t s  w i l l  n o t  h a v e  a s i g n i f i c a n t  a d v e r s e  

i m p a c t  on t h e  c o s t  o r  t h e  e f f i c i e n c y  o f  t h e  p a y m e n t s  s y s t e m .

I n  a d d i t i o n  t o  r e t e n t i o n  o f  r e c o r d s  c o v e r e d  b y  t h e  

p r o p o s e d  r u l e ,  f e d e r a l  l a w  e n f o r c e m e n t  a g e n c i e s  h a v e  i n d i c a t e d  

t h a t  h a v i n g  c e r t a i n  c u s t o m e r  i d e n t i t y  i n f o r m a t i o n  ( i , . e .  , t h e  

o r i g i n a t o r ' s  an d  b e n e f i c i a r y ' s  name,  a d d r e s s  an d  a c c o u n t  n um ber)  

i n c l u d e d  i n  t h e  p a y m e n t  o r d e r  h a s  a h i g h  d e g r e e  o f  u s e f u l n e s s  f o r  

l a w  e n f o r c e m e n t  p u r p o s e s .  T h i s  i s s u e  i s  b e i n g  a d d r e s s e d  b y  t h e  

C om pan ion  N o t i c e  p u b l i s h e d  t o d a y  b y  T r e a s u r y .  As  an  i n t e r i m  

m e a s u r e ,  t h e  F e d e r a l  F i n a n c i a l  I n s t i t u t i o n s  E x a m i n a t i o n  C o u n c i l  

(FFIEC) h a s  a d o p t e d  a p o l i c y  s t a t e m e n t  e n c o u r a g i n g  a l l  f i n a n c i a l
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i n s t i t u t i o n s  t o  i n c l u d e ,  t o  t h e  e x t e n t  p r a c t i c a l ,  c o m p l e t e  

o r i g i n a t o r  and  b e n e f i c i a r y  i n f o r m a t i o n  w hen  s e n d i n g  p a y m e n t  

o r d e r s ,  i n c l u d i n g  p a y m e n t  o r d e r s  s e n t  t h r o u g h  F e d w i r e ,  

C l e a r i n g h o u s e  I n t e r b a n k  P a y m e n t  S y s t e m  (CHIPS) an d  S o c i e t y  f o r  

W o r l d w i d e  I n t e r b a n k  F i n a n c i a l  T e l e c o m m u n i c a t i o n s  (S W I F T ) . ( S e e ,  

FFIEC P r e s s  R e l e a s e  d a t e d  March 1 1 ,  1 9 9 3 ,  58 FR 1 4 4 0 0 ,  March  1 7 ,  

1 9 9 3 . )

A l t h o u g h  a t  p r e s e n t  t h e r e  i s  i n s u f f i c i e n t  s p a c e  i n  t h e  

F e d w i r e  f o r m a t  t o  i n c l u d e  c o m p l e t e  o r i g i n a t o r  an d  b e n e f i c i a r y  

i n f o r m a t i o n ,  t h e  Board  e n c o u r a g e s  u s e r s  o f  t h e  F e d w i r e  s y s t e m  t o  

u s e  a v a i l a b l e  o p t i o n a l  f i e l d s  i n  t h e  F e d w i r e  f o r m a t  t o  i n c l u d e  

s u c h  i n f o r m a t i o n .  For  e x a m p l e ,  i n  a t h i r d - p a r t y  t r a n s f e r ,  t h e  

o r i g i n a t o r  (ORG=) and b e n e f i c i a r y  (BNF=) f i e l d s  m u s t  c o n t a i n  d a t a  

i n  o r d e r  t o  b e  a c c e p t e d  b y  t h e  F e d w i r e  s y s t e m .  W h i l e  t h e s e  

f i e l d s  c o n t a i n  e n o u g h  s p a c e  t o  i d e n t i f y  t h e  o r i g i n a t o r  an d  

b e n e f i c i a r y  b y  name and a c c o u n t  n u m b e r ,  s u f f i c i e n t  s p a c e  i s  

g e n e r a l l y  n o t  a v a i l a b l e  f o r  i n c l u d i n g  a d d r e s s  i n f o r m a t i o n .  I f  

o p t i o n a l  f i e l d s ,  s u c h  a s  t h e  " O r i g i n a t o r  t o  B e n e f i c i a r y  

I n f o r m a t i o n "  (0 B I = )  o r  "Bank t o  Bank I n f o r m a t i o n "  (BBI=)  f i e l d s ,  

a r e  n o t  b e i n g  u s e d  f o r  p a y m e n t - r e l a t e d  i n f o r m a t i o n ,  t h e s e  f i e l d s  

c o u l d  b e  u s e d  t o  c o n v e y  t h e  a d d r e s s  i n f o r m a t i o n .  No s p e c i f i c  

o p t i o n a l  f i e l d  i s  rec o m m e n d ed  f o r  i n c l u d i n g  a d d r e s s  i n f o r m a t i o n  

a s  d i f f e r e n t  o p t i o n a l  f i e l d s  may b e  a v a i l a b l e  f o r  u s e  i n  a n y  

g i v e n  w i r e  t r a n s f e r .

The F e d e r a l  R e s e r v e  S y s t e m  i s  c u r r e n t l y  s t u d y i n g  

p o s s i b l e  r e v i s i o n s  t o  t h e  F e d w i r e  f o r m a t  an d  e x p e c t s  t o  p u b l i s h  a
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F e d e r a l  R e g i s t e r  n o t i c e  i n  t h e  f u t u r e  i n v i t i n g  com m en t  on  

p r o p o s e d  r e q u i r e m e n t s  t h a t  s p e c i f i c  o r i g i n a t o r  an d  b e n e f i c i a r y  

i n f o r m a t i o n  b e  i n c l u d e d  i n  F e d w i r e  f u n d s  t r a n s f e r s .

R e g u l a t o r y  B a c k g r o u n d

On O c t o b e r  3 1 ,  1 9 8 9 ,  T r e a s u r y  p u b l i s h e d  an  A d v a n c e  

N o t i c e  o f  P r o p o s e d  R u l e m a k i n g  t o  a d d r e s s  t h e  u s e  o f  t h e  

i n t e r n a t i o n a l  f u n d s  t r a n s f e r  s y s t e m  b y  m on ey  l a u n d e r e r s .  54 FR 

4 5 7 6 9 .  The A d v a n c e  N o t i c e  s u g g e s t e d  s e v e n  r e g u l a t o r y  

i n i t i a t i v e s ,  i n c l u d i n g  e n h a n c e d  r e c o r d k e e p i n g ,  r o u t i n e  r e p o r t i n g  

o f  f u n d s  t r a n s f e r s  and t r a n s m i t t a l s ,  an d  e n h a n c e d  i d e n t i f i c a t i o n  

o f  s u s p i c i o u s  t r a n s a c t i o n s .  A f t e r  r e v i e w  o f  t h e  c o m m e n ts  

s u b m i t t e d  i n  r e s p o n s e  t o  t h e  A d v a n c e  N o t i c e ,  T r e a s u r y  p u b l i s h e d  a 

N o t i c e  o f  P r o p o s e d  R u l e m a k i n g  on  O c t o b e r  1 5 ,  1 9 9 0 ,  s e t t i n g  f o r t h  

s p e c i f i c  p r o p o s e d  am en d m en ts  t o  t h e  Bank S e c r e c y  A c t  r e g u l a t i o n s ,  

and p r o p o s i n g  e n h a n c e d  r e c o r d  c o l l e c t i o n  and  r e c o r d k e e p i n g  by  a l l  

f i n a n c i a l  i n s t i t u t i o n s  e n g a g e d  i n  d o m e s t i c  and  i n t e r n a t i o n a l  

f u n d s  t r a n s f e r s .  55 FR 4 1 6 9 6 .  T r e a s u r y  r e c e i v e d  a t o t a l  o f  333  

c o m m en ts  on t h e  O c t o b e r  1 5 ,  1 9 9 0 ,  p r o p o s a l .  The v a s t  m a j o r i t y  o f  

com m en ts  w e r e  r e c e i v e d  f r o m  f i n a n c i a l  i n s t i t u t i o n s ,  p a r t i c u l a r l y  

f r o m  b a n k s .  W h i l e  m o s t  o f  t h e  c o m m e n t e r s  g e n e r a l l y  o p p o s e d  t h e  

p r o p o s a l ,  many d i s c u s s e d  t h e  s p e c i f i c  e f f e c t s  t h e  v a r i o u s  

p r o p o s a l s  w o u l d  h a v e  on  t h e i r  i n s t i t u t i o n s ,  e x p l a i n e d  w h a t  

i n f o r m a t i o n  c o n c e r n i n g  f u n d s  t r a n s f e r s  i s  c u r r e n t l y  m a i n t a i n e d  by  

t h e i r  i n s t i t u t i o n s ,  an d  p r e s e n t e d  a l t e r n a t i v e  m e a n s  o f  e f f e c t i n g  

T r e a s u r y ' s  o b j e c t i v e s  o f  e n s u r i n g  t h e  a v a i l a b i l i t y  o f  n e c e s s a r y  

i n f o r m a t i o n  w i t h o u t  d i s r u p t i n g  t h e  c u r r e n t  f u n d s  t r a n s f e r  s y s t e m .
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A l l  c o m m e n ts  r e c e i v e d  i n  r e s p o n s e  t o  t h e  A d v a n c e  N o t i c e  and  t h e  

N o t i c e  a r e  on  f i l e  a t  t h e  T r e a s u r y ,  a t  t h e  a d d r e s s  i n d i c a t e d  

a b o v e ,  and a r e  a v a i l a b l e  f o r  p u b l i c  i n s p e c t i o n  d u r i n g  r e g u l a r  

b u s i n e s s  h o u r s .

A f t e r  e n a c t m e n t  o f  t h e  199 2  A m en dm ent ,  w h i c h  i n c l u d e s  

t h e  B o a r d  i n  t h e  r u l e  m a k in g  p r o c e s s ,  T r e a s u r y  a n d  t h e  B o a r d  

a g r e e d  t o  r e v i s e  t h e  p r o p o s e d  r u l e  an d  j o i n t l y  p u b l i s h  a new  

p r o p o s e d  r u l e .  The T r e a s u r y  and  t h e  B o a r d  b e l i e v e  t h a t ,  i n  many  

c a s e s ,  t h e  i n f o r m a t i o n  r e q u i r e d  t o  b e  r e t a i n e d  b y  t h i s  p r o p o s a l  

i s  a l r e a d y  m a i n t a i n e d  by  f i n a n c i a l  i n s t i t u t i o n s .  T h e  T r e a s u r y  

b e l i e v e s  t h a t  t h e  p r o p o s a l  i s  r e s p o n s i v e  t o  many o f  t h e  c o n c e r n s  

r a i s e d  i n  t h e  com m en ts  on t h e  1 9 9 0  p r o p o s a l .  M o r e o v e r ,  i n  v i e w  

o f  T r e a s u r y ' s  c o m p r e h e n s i v e  r e v i e w  o f  i t s  a n t i - m o n e y  l a u n d e r i n g  

p r o g r a m s  and  f o r m a t i o n  o f  i t s  Bank S e c r e c y  A c t  A d v i s o r y  G r o u p ,  i t  

s e e m e d  a p p r o p r i a t e  t o  r e n o t i c e  t h i s  p r o p o s a l  r a t h e r  t h a n  t o  i s s u e  

a f i n a l  r u l e  a t  t h i s  t i m e .

Summary d e s c r i p t i o n  o f  t h e  r e v i s e d  p r o p o s e d  r u l e .

General Overview
The p r o p o s e d  r u l e  i s  d i v i d e d  i n t o  t h r e e  c o m p o n e n t s :  

r e q u i r e m e n t s  f o r  a b a n k ;  r e q u i r e m e n t s  f o r  a n o n b a n k  f i n a n c i a l  

i n s t i t u t i o n  o t h e r  t h a n  a b r o k e r  o r  d e a l e r  i n  s e c u r i t i e s  t h a t  h a s  

a n  a c c o u n t  f o r  t h e  t r a n s m i t t o r / r e c i p i e n t ; a n d  r e q u i r e m e n t s  f o r  a 

b r o k e r  o r  d e a l e r  i n  s e c u r i t i e s  t h a t  h a s  an  a c c o u n t  f o r  t h e  

t r a n s m i t t o r / r e c i p i e n t .  The r e c o r d k e e p i n g  r e q u i r e m e n t s  f o r  t h e s e  

t h r e e  t y p e s  o f  i n s t i t u t i o n s  a r e  g e n e r a l l y  p a r a l l e l ,  b u t  

a d d i t i o n a l  c o l l e c t i o n  r e q u i r e m e n t s  a r e  p r o p o s e d  f o r  t r a n s a c t i o n s
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i n v o l v i n g  p e r s o n s  who do  n o t  m a i n t a i n  an  a c c o u n t  w i t h  t h e  b an k  o r  

o t h e r  f i n a n c i a l  i n s t i t u t i o n  i n v o l v e d .  T h i s  d i s t i n c t i o n  i s  b a s e d  

on t h e  B o a r d ' s  and T r e a s u r y ' s  b e l i e f  t h a t  b a n k s  a n d  b r o k e r s  o r  

d e a l e r s  i n  s e c u r i t i e s  a l r e a d y  r e t a i n  m o s t  o f  t h e  d e s i r e d  

i n f o r m a t i o n  i n  t h e i r  c u s t o m e r  r e c o r d s  an d  w i l l  n o t  n e e d  t o  g a t h e r  

d u p l i c a t e  i n f o r m a t i o n .

The r e c o r d k e e p i n g  r e q u i r e m e n t s  a r e  d e s i g n e d  t o  

f a c i l i t a t e  t r a c i n g  o f  f u n d s  t h r o u g h  t h e  w i r e  t r a n s f e r  p r o c e s s .

A t  f i n a n c i a l  i n s t i t u t i o n s  t h a t  a r e  a c t i n g  on  b e h a l f  o f  an  a c c o u n t  

h o l d e r ,  t h e  r e q u i r e d  i n f o r m a t i o n  w i l l  u s u a l l y  b e  i n c l u d e d  i n  t h e  

p a y m e n t  o r d e r  and  i n  t h e  c u s t o m e r  a c c o u n t  r e c o r d s .  I n  s u c h  c a s e s  

r e t e n t i o n  o f  t h e  p a y m e n t  o r d e r  w i t h  t h e  c u s t o m e r  a c c o u n t  r e c o r d s  

w i l l  s a t i s f y  t h e  p r o p o s e d  r e c o r d k e e p i n g  r e q u i r e m e n t s .

Definitions
S e v e r a l  new d e f i n i t i o n s  a r e  p r o p o s e d  i n  s e c t i o n  1 0 3 . 1 1 .  

The f o l l o w i n g  new  d e f i n i t i o n s  a r e  i n t e n d e d  t o  b e  i d e n t i c a l  t o  t h e  

same t e r m s  u s e d  f o r  b a n k s  i n  U n i f o r m  C o m m e r c i a l  C ode  (UCC)

A r t i c l e  4A: " b e n e f i c i a r y " ,  " b e n e f i c i a r y ' s  b a n k " ,  " i n t e r m e d i a r y

b a n k " ,  " o r i g i n a t o r " ,  " o r i g i n a t o r ' s  b a n k " ,  " p a y m e n t  o r d e r " ,  and  

" r e c e i v i n g  b a n k " .  O t h e r  d e f i n i t i o n s  r e f e r r i n g  t o  t r a n s a c t i o n s  by  

n o n b a n k  f i n a n c i a l  i n s t i t u t i o n s  w o u l d  b e  a d d e d ,  and  t h e s e  a r e  

i n t e n d e d  t o  p a r a l l e l  t h e  e q u i v a l e n t  d e f i n i t i o n s  i n  UCC 

A r t i c l e  4A: " i n t e r m e d i a r y  f i n a n c i a l  i n s t i t u t i o n " ,  " r e c e i v i n g

f i n a n c i a l  i n s t i t u t i o n " ,  " r e c i p i e n t " ,  " r e c i p i e n t ' s  f i n a n c i a l  

i n s t i t u t i o n " ,  " t r a n s m i t t a l  o f  f u n d s " ,  " t r a n s m i t t a l  o r d e r " ,  

" t r a n s m i t t o r " , and  " t r a n s m i t t o r ' s  f i n a n c i a l  i n s t i t u t i o n " .

- 1 1 -

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



Because "financial institution" is already defined to include 
"bank", the new terms used for nonbank financial institutions are 
written to include transactions by banks. For example, the 
definition of the term "transmittal order" includes a "payment 
order". Separate definitions specifically for bank transactions 
have been added for clarity and conformity with the UCC. Other 
terms, such as "execution date", "payment date" and "sender", 
have been modified slightly from the UCC Article 4A definition to 
specifically include transactions by nonbank financial 
institutions as well as banks.

The proposed definition of the term "funds transfer" 
differs from the same term in UCC Article 4A in that it excludes 
all automated clearinghouse (ACH) transfers or funds transfers 
governed in any part by the Electronic Funds Transfer Act of 1978 
(15 U.S.C. §§ 1693, et sea.). The term "accept" differs from the 
definition of "acceptance" in UCC Article 4A. It includes 
transactions by nonbank financial institutions, and it does not 
spell out the rights and obligations of the parties to the 
transaction upon acceptance or rejection of a payment order.

In addition, the words, "For purposes of section 103.29 
of this part," that appear in section 103.11(g), have been 
deleted to allow the term "deposit account" to be used in the 
amendments to section 103.33.
Retention of records by banks

This proposed rule would require banks to retain 
information on funds transfers that is likely to be in the
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records of the bank in the case of bank customers who have 
deposit accounts or loans with the bank, or which can be easily 
obtained from noncustomers. This information need not be 
retained alphabetically by name or numerically by account number; 
but the bank must be able to access the funds transfer records 
readily by name or account number of the originator or 
beneficiary, as the case may be, and may do so through reference 
to some other record maintained by the bank. Existing section 
103.38(d) would be applicable to these records, and requires 
retention for five years from the execution date of the 
payment/transmittal order.

An originator's bank will be required to retain the 
following information for a payment order that it accepts:
(A) the name and address of the originator; (B) the amount of the 
funds transfer; (C) the execution date of the payment order;
(D) any payment instructions received from the originator;
(E) the identity of the beneficiary's bank; and (F) either the 
name and address or the account number of the beneficiary of the 
payment order, if such information is received with the payment 
order. It is expected that an originator's bank accepting a 
payment order from a customer will have most of the required 
information either in its account records or in the payment 
order. (Originator's banks are encouraged to collect from the 
originator complete information regarding the beneficiary of a 
payment order.) If the originator does not have a deposit 
account or loan with the originator's bank, then the originator's
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bank will be required to verify the originator's name and address 
before accepting the payment order, and must retain a record of 
that verified information as well as a record of the originator's 
social security number, alien identification number, or employer 
identification number, or note the lack of such a number in the 
record.

An intermediary bank that accepts a payment order must 
retain either the original or a duplicate of the payment order.

A beneficiary's bank that accepts a payment order must 
retain either the original or a duplicate of the payment order.
If the beneficiary has a deposit account or loan with the bank, 
then the bank is expected to have the beneficiary's name and 
address already in its records in a retrievable form. If the 
payment order is for a beneficiary that does not have a deposit 
account or a loan with the bank, then the beneficiary's bank must 
obtain and retain a record of the beneficiary's name and address, 
and social security number, alien identification number, or 
employer identification number, or note the lack of such a number 
in the record. Furthermore, the beneficiary's bank must verify 
the beneficiary's name and address whenever it delivers the 
proceeds of the funds transfer in person to a beneficiary who 
does not have a deposit account or loan with the bank. If the 
proceeds are not delivered in person, then a copy of the 
instrument (e.g., check) used to send the proceeds must be 
retained.
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The following funds transfers are exempt from these 
recordkeeping requirements:

(i) funds transfers where both the originator and the 
beneficiary are domestic banks;

(ii) funds transfers where both the originator and 
beneficiary are the same domestic bank or one is the 
wholly-owned domestic subsidiary of the other;

(iii) funds transfers where both the originator and the 
beneficiary are the same person and the originator's 
bank and the beneficiary's bank are the same domestic 
bank; and

(iv) funds transfers where both the originator and the 
beneficiary are either a domestic bank, the United 
States, any state or local government, or a federal, 
State or local government agency or instrumentality.

Retention of records by nonbank financial institutions
The proposed record retention requirements for nonbank 

financial institutions differ depending on whether the nonbank 
financial institution is a broker or dealer in securities. A 
special category of requirements is being proposed for a broker 
or dealer in securities that maintains an account for the 
transmittor or recipient. Accordingly, no verification 
requirements are proposed for transmittals of funds by a broker 
or dealer in securities which makes or receives transmittals of 
funds for an account holder.
Nonbank financial institutions that are not brokers or dealers
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These nonbank financial institutions are more likely
than banks or brokers or dealers to send or receive transmittals 
of funds for persons with whom they have no regular account 
relationship and therefore, no existing records. Accordingly, 
these nonbank financial institutions must collect, verify and 
retain information that may not be in their existing records.
The retained information must be retrievable by the name of the 
transmitter. (These requirements also apply to brokers and 
dealers in securities that send or receive transmittals of funds 
on behalf of persons for which they do not maintain an account.)

A transmitter's nonbank financial institution must 
verify the transmitter's name and address prior to accepting a 
transmittal order, and it shall maintain a record of that 
information. In addition, the nonbank financial institution 
shall obtain and retain: (A) the transmitter's social security
number, alien identification number, or employer identification 
number; or, if the transmittal of funds is on the nonbank 
financial institution's own behalf, a statement to that effect:
(B) the amount of the transmittal order; (C) the execution date 
of the transmittal order; (D) any payment instructions received 
from the transmitter with the transmittal order; (E) the name and 
address of the recipient of the transmittal of funds; and (F) any 
form completed by the person or the nonbank financial institution 
relating to the transmittal of funds.
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An intermediary nonbank financial institution that 
accepts a transmittal order shall retain either the original or a 
duplicate of the transmittal order.

A recipient's nonbank financial institution that 
accepts a transmittal order shall retain the original or a 
duplicate of the transmittal order, as well as the name, address, 
and social security number, alien identification number or 
employer identification number of the recipient. If the 
recipient's nonbank financial institution delivers the proceeds 
of a transmittal of funds in person to the recipient, it shall 
verify the name and address of the recipient and retain a record 
of that information. If the recipient's nonbank financial 
institution sends the proceeds of a transmittal of funds by 
written instrument (e.g., check, draft), it shall retain a copy 
of the instrument or the information contained thereon, and the 
name and address of the person to whom it was sent.
Retention of records by brokers and dealers

These requirements apply only to transmittals of funds 
that a broker or dealer in securities (which is also a type of 
nonbank financial institution) sends or receives for a person for 
which it has an account. The retained records must be readily 
retrievable by either the name or account number of the 
broker/dealer's account holder.

A transmitter's broker/dealer must retain the following 
information for a transmittal order that it accepts: (A) the
name of the transmittor; (B) the amount of the transmittal of
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funds; (C) the execution date of the transmittal order; (D) any 
payment instructions received from the transmitter; (E) the 
identity of the recipient's financial institution; and (F) either 
the name and address or the account number of the recipient, if 
received with the transmittal order.

An intermediary broker/dealer must retain either the 
original or a duplicate of each transmittal order that it 
accepts.

A recipient's broker/dealer must retain either the 
original or a duplicate of each transmittal order that it 
accepts.

The following transactions are exempt from these 
requirements: transmittals of funds where both the transmitter
and the recipient are each a domestic broker or dealer in 
securities transmitting on its own behalf; transmittals of funds 
on their own accounts between a domestic broker or dealer in 
securities and its bank or the broker dealer's wholly-owned 
subsidiary; transmittals of funds between domestic accounts at 
the same domestic broker or dealer where both the transmitter and 
the recipient are the same person; and transmittals of funds 
between a domestic broker or dealer and a governmental agency. 
EXECUTIVE ORDER 12291

In response to its October 15, 1990 Notice of Proposed 
Rulemaking, Treasury received many detailed comments on the 
projected costs of the proposed rule. Many of the provisions 
identified in those comments as imposing undue costs or burdens
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on the financial services community have been either revised, 
clarified or eliminated. In particular, today's proposed rule 
would allow many financial institutions to rely upon information 
systems already in place without diminishing the nature and 
quality of the information required to be maintained. This 
modification significantly reduces the resources and effort 
required of financial institutions to comply with the terms of 
today's proposed rule. As a result of these significant cost 
reductions, today's proposed rule is categorized as non-major for 
purposes of Executive Order 12291. Today's proposal, if adopted 
as a final rule, will not have an annual effect on the economy of 
$100 million or more. Nor will it result in a major increase in 
costs or prices for consumers; individual industries; federal, 
state, or local government agencies; or geographic regions. It 
will not have any significant adverse effect on competition, 
employment, investment, productivity, innovation, or on the 
ability of United States-based enterprises to compete with 
foreign-based enterprises in domestic or foreign markets. 
Therefore, a regulatory impact analysis is not required.
INITIAL REGULATORY FLEXIBILITY ANALYSIS

As required by 5 U.S.C. 603(b), a "description of the 
reasons why action by the agency is being considered" and a 
"succinct statement of the objectives of, and legal basis for, 
the proposed rule" are found elsewhere in this preamble.

The Board and the Treasury propose that the 
requirements in this rule be applicable to all financial
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institutions subject to the Bank Secrecy Act, as implemented, 
regardless of their size. An exemption for small entities would 
not be appropriate because it would permit money laundering 
operations to evade the recordkeeping process by using small 
financial institutions. This would significantly diminish the 
usefulness of these records for criminal, tax or regulatory 
investigations.

The small entities that will be affected by this 
proposed rule include small banks and many check cashing and 
money transmitting businesses. In order to minimize the economic 
impact on small entities, the rule would allow financial 
institutions that send or receive transmittal orders for account 
holders to use existing records to satisfy some of the 
recordkeeping requirements. The Board and the Treasury do not 
believe that the proposed rule would impose reporting or 
recordkeeping burdens on small entities that require specialized 
professional skills not available to them.
PAPERWORK REDUCTION ACT

The collection of information contained in this Notice 
of Proposed Rulemaking has been submitted to the Office of 
Management and Budget in accordance with the requirements of the 
Paperwork Reduction Act (44 U.S.C. § 3504(h)) under control 
number 1505-0063. Comments on the collection of information and 
the burden estimate should be directed to the Office of 
Management and Budget, Paperwork Reduction Project (1505-0063),
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Washington, DC 20503, and to the Treasury and the Board at the 
addresses noted above.

The collections of information in this proposed 
regulation are authorized by 12 U.S.C. §§ 1829b and 1951-1959 and 
31 U.S.C. §§ 5311-5328. The likely recordkeepers are financial 
institutions that perform funds transfers.

Estimated number of respondents and/or recordkeepers:
60,000.

Estimated total annual recordkeeping burden: 6.5
million hours.

Estimated average annual burden per respondent and/or 
recordkeeper: 108.3 hours.

Estimated annual frequency of responses: Upon request. 
LIST OF SUBJECTS IN 31 CFR PART 103

Authority Delegations (Government Agencies), Banks and 
Banking, Currency, Foreign Banking, Investigations, Law 
Enforcement, Reporting and Recordkeeping Requirements, Taxes. 
AMENDMENT
For the reasons set forth in the preamble, 31 CFR Part 103 is 
amended as set forth below:
PART 103 —  FINANCIAL RECORDKEEPING AND REPORTING OF CURRENCY AND 
FOREIGN TRANSACTIONS
1. The authority citation for Part 103 is amended to read as 
follows:

Authority: Pub. L. 91-508, Title I, 84 Stat. 1114 (12
U.S.C. 1829b and 1951-1959); and Pub. L. 91-508, Title 
II, 84 Stat. 1118, as amended (31 U.S.C. 5311-5328).
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2. It is proposed to amend § 103.11 by deleting the words, "For 
purposes of § 103.29 of this part," in paragraph (g); and by 
redesignating paragraphs (a) and (b) as paragraphs (b) and (c); 
redesignating paragraphs (c) through (h) as paragraphs (f) 
through (k); redesignating paragraphs (i) through (k) as 
paragraphs (m) through (o); redesignating (1) and (m) as 
paragraphs (s) and (t); redesignating paragraph (n) as 
paragraph (y); redesignating paragraph (o) as paragraph (dd); 
redesignating paragraphs (p) through (r) as paragraphs (ff) 
through (hh); redesignating paragraphs (s) through (u) as 
paragraphs (mm) through paragraphs (oo); and adding new 
paragraphs (a), (d) , (e) , (1), (p) , (g) , (r) , (u) , (v) , (w) , (x) , 
(z), (aa), (bb), (cc), (ee), (ii), (jj), (kk), and (11) each to 
read as follows:
Section 103.11 - Meaning of Terms.

(a) Accept. A receiving financial institution, other than 
the recipient's financial institution, accepts a transmittal 
order by executing the transmittal order. A recipient's 
financial institution accepts a transmittal order by paying the 
recipient, by notifying the recipient of the receipt of the order 
or by otherwise becoming obligated to carry out the order.

* * * * *

(d) Beneficiary. The person to be paid by the 
beneficiary's bank.

(e) Beneficiarv's bank. The bank identified in a payment 
order in which an account of the beneficiary is to be credited
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pursuant to the order or which otherwise is to make payment to 
the beneficiary if the order does not provide for payment to an 
account.

(1) Execution date. The day on which the receiving 
financial institution may properly issue a transmittal order in 
execution of the sender’s order. The execution date may be 
determined by instruction of the sender but cannot be earlier 
than the day the order is received, and, unless otherwise 
determined, is the day the order is received. If the sender's 
instruction states a payment date, the execution date is the 
payment date or an earlier date on which execution is reasonably 
necessary to allow payment to the recipient on the payment date.

★ ★ ★ ★ ★

(p) Funds transfer. The series of transactions, beginning 
with the originator's payment order, made for the purpose of 
making payment to the beneficiary of the order. The term 
includes any payment order issued by the originator's bank or an 
intermediary bank intended to carry out the originator's payment 
order. A funds transfer is completed by acceptance by the 
beneficiary's bank of a payment order for the benefit of the 
beneficiary of the originator's payment order. Automated 
clearinghouse transfers or funds transfers governed in any part 
by the Electronic Funds Transfer Act of 1978 (Title XX, Public 
Law 95-630, 92 Stat. 3728, 15 U.S.C. 1693 et sea.. as amended 
from time to time), are excluded from this definition.
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(q) Intermediary bank. A receiving bank other than the
originator's bank or the beneficiary's bank.

(r) Intermediary financial institution. A receiving 
financial institution, other than a bank, the transmittor's 
financial institution or the recipient's financial institution.

* * * * *

(u) Originator. The sender of the first payment order in a 
funds transfer.

(v) Originator's bank. The receiving bank to which the 
payment order of the originator is issued if the originator is 
not a bank, or the originator if the originator is a bank.

(w) Payment date. The day on which the amount of the 
transmittal order is payable to the recipient by the recipient's 
financial institution. The payment date may be determined by 
instruction of the sender, but cannot be earlier than the day the 
order is received by the recipient's financial institution and, 
unless otherwise prescribed by instruction, is the date the order 
is received by the recipient's financial institution.

(x) Payment order. An instruction of a sender, to a
receiving bank, transmitted orally, electronically, or in 
writing, to pay, or to cause another bank to pay, a fixed or 
determinable amount of money to a beneficiary if: (1) the
instruction does not state a condition to payment to the 
beneficiary other than time of payment; (2) the receiving bank is 
to be reimbursed by debiting an account of, or otherwise 
receiving payment from, the sender; and (3) the instruction is
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transmitted by the sender directly to the receiving bank or to an 
agent, funds transfer system, or communication system for 
transmittal to the receiving bank.

* * * * *

(z) Receiving bank. The bank to which the sender's 
instruction is addressed.

(aa) Receiving financial institution. The financial 
institution to which the sender's instruction is addressed. The 
term receiving financial institution includes a receiving bank.

(bb) Recipient. The person to be paid by the recipient's 
financial institution. The term recipient includes a 
beneficiary.

(cc) Recipient's financial institution. The financial 
institution identified in a transmittal order in which an account 
of the recipient is to be credited pursuant to the transmittal 
order or which otherwise is to make payment to the recipient if 
the order does not provide for payment to an account. The term 
recipient's financial institution includes a beneficiary's bank.

* * * * *

(ee) Sender. The person giving the instruction to the 
receiving bank or receiving financial institution.

* * * * *

(ii) Transmittal of funds. A series of transactions 
beginning with the transmitter's transmittal order, made for the 
purpose of making payment to the recipient of the order. The 
term includes any transmittal order issued by the transmitter's
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financial institution or an intermediary financial institution 
intended to carry out the transmitter's transmittal order. A 
transmittal of funds is completed by acceptance by the 
recipient's financial institution of a transmittal order for the 
benefit of the recipient of the transmitter's transmittal order. 
Automated clearinghouse transfers and funds transfers governed in 
any part by the Electronic Funds Transfer Act of 1978 (Title XX, 
Pub. L. 95-630, 92 Stat. 3728, 15 U.S.C. 1693 et. sea.. as 
amended from time to time, are excluded from this definition.
The term transmittal of funds includes a funds transfer.

(jj) Transmittal order. An instruction of a sender to a 
receiving financial institution, transmitted orally, 
electronically, or in writing, to pay, or to cause another 
financial institution to pay, a fixed or determinable amount of 
money to a recipient if: (1) the instruction does not state a
condition to payment to the recipient other than time of payment;
(2) the receiving financial institution is to be reimbursed by 
debiting an account of, or otherwise receiving payment from, the 
sender; and (3) the instruction is transmitted by the sender 
directly to the receiving financial institution or to an agent or 
communication system for transmittal to the receiving financial 
institution. The term transmittal order includes a payment 
order.

(kk) Transmitter. The sender of the first transmittal 
order in a transmittal of funds. The term transmittor includes 
an originator.
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(11) Transmitter's financial institution. The receiving
financial institution to which the transmittal order of the 
transmittor is issued if the transmittor is not a financial 
institution, or the transmittor if the transmittor is a financial 
institution. The term transmitter's financial institution 
includes an originator's bank.

* * * * *

3. Paragraph (b)(2) of § 103.25 is revised to read as follows:
103.25 Report of transactions with foreign financial 

agencies.
* * * * *

(b) * * *
(2) Transmittal orders received by a respondent 

financial institution from a foreign financial agency or 
sent by respondent financial institution to a foreign 
financial agency, including all information maintained by 
that institution pursuant to § 103.33.

4. Section 103.33 is amended by adding new paragraphs (e), (f)
and (g), each to read as follows:

103.33 Records to be made and retained by financial 
institutions

* * * * *

(e) With respect to funds transfers:
(1)(i) For each payment order that it accepts as an 

originator's bank, a bank shall retain either the original, 
a microfilm or other copy, record, or reproduction of the 
following information relating to the payment order:
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(A) the name and address of the originator of the 
payment order;

(B) the amount of the funds transfer;
(C) the execution date of the payment order;
(D) any payment instructions received from the 

originator with the payment order;
(E) the identity of the beneficiary's bank; and
(F) either the name and address or the account number 

of the beneficiary of the payment order, if 
received with the payment order.

(ii) For each payment order that it accepts as an 
intermediary bank, a bank shall retain either the original, 
a microfilm, or other copy, record, or reproduction of the 
payment order.

(iii) For each payment order that it accepts as a 
beneficiary's bank, a bank shall retain either the original, 
a microfilm, or other copy, record, or reproduction of the 
payment order.

(2)(i) Prior to accepting a payment order from an 
originator that does not have a deposit account or loan with 
the bank, an originator's bank shall verify the originator's 
name and address by examination of a document that contains 
such information; and, if it accepts the payment order, 
record and retain a record of that information, the type of 
identification reviewed, and the number of the 
identification document (e.g., drivers license). In
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addition to the information required in paragraph (e)(1)(i) 
of this section, the bank shall obtain and retain a record 
of the originator's social security number, alien 
identification number, or employer identification number.

(ii) Verification of the name and address of an 
individual who indicates that he or she is an alien or is 
not a resident of the United States must be made by 
passport, alien identification card, or other official 
document evidencing nationality or residence (e.g., a 
Provincial driver's license with indication of home 
address). Verification of name and address in any other 
case shall be made by examination of a document, other than 
a bank signature card, that is normally acceptable within 
the banking community as a means of identification when 
cashing checks for nondepositors (e.g., a drivers license).

(iii) If the originator does not have a social 
security number, alien identification number, or employer 
identification number, the lack of such a number shall be 
noted in the record.

(3) (i) For each payment order that it accepts as a 
beneficiary's bank for a beneficiary that does not have a 
deposit account or loan with that bank, in addition to 
maintaining the information required in paragraph 
(e) (1) (iii) of this section, a beneficiary's bank shall 
obtain and retain a record of the beneficiary's name and 
address, and social security number, alien identification
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number, or employer identification number. If the 
beneficiary does not have a social security number, alien 
identification number, or employer identification number, 
the lack of such a number shall be noted in the record.

(ii) If a beneficiary's bank delivers the proceeds of a 
funds transfer, in person, to a beneficiary that does not 
have a deposit account or loan account with that bank, a 
beneficiary's bank shall verify the beneficiary's name and 
address by examination of a document that contains such 
information, and retain a record of that information, the 
type of identification reviewed, and the number of the 
identification document (e.g., drivers license).

(iii) Verification of the name and address of an 
individual who indicates that he or she is an alien or is 
not a resident of the United States must be made by 
passport, alien identification card, or other official 
document evidencing nationality or residence (e.g., a 
Provincial driver's license with indication of home 
address). Verification of identity in any other case shall 
be made by examination of a document, other than a bank 
signature card, that is normally acceptable within the 
banking community as a means of identification when cashing 
checks for nondepositors (e.g., a drivers license). If a 
beneficiary's bank sends the proceeds of a funds transfer in 
the form of a check or other written instrument to a 
beneficiary that does not have a deposit account or loan
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account with that bank, that bank shall retain a copy of the 
check or other written instrument, or the information 
contained thereon, and the name and address of the person to 
whom it was sent.

(4) The information that an originator's bank must 
retain under paragraphs (e)(1)(i) and (e)(2)(i) of this 
section shall be readily retrievable by the originator's 
bank by reference to either the name or account number of 
the originator. The information that a beneficiary's bank 
must retain under paragraphs (e)(1)(iii) and (e)(3)(i) of 
this section shall be readily retrievable by the 
beneficiary's bank by reference to either the name or 
account number of the beneficiary.

(5) The following funds transfers are not subject to 
the requirements of this paragraph:

(i) funds transfers where both the originator and the 
beneficiary are domestic banks;

(ii) funds transfers where both the originator and
beneficiary are the same domestic bank or one is 
the wholly-owned domestic subsidiary of the other;

(iii) funds transfers where both the originator and the 
beneficiary are the same person and the 
originator's bank and the beneficiary's bank are 
the same domestic bank; and

(iv) funds transfers where both the originator and the 
beneficiary are either a domestic bank, the United
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States, any state or local government, or a 
federal, state or local government agency or 
instrumentality.

(f) With respect to a transmittal of funds:
(1) Prior to accepting a transmittal order from a 

transmitter, a transmitter's financial institution, other 
than a bank or a broker or dealer in securities that has an 
account for the transmittor, shall verify the transmitter's 
name and address by examination of a document that contains 
such information; and, if it accepts such transmittal order, 
record and retain a record of that information, the type of 
identification reviewed, and the number of the 
identification document (e.g., drivers license no.)* 
Verification of the identity of an individual who indicates 
that he or she is an alien or is not a resident of the 
United States must be made by passport, alien identification 
card, or other official document evidencing nationality or 
residence (e.g., a Provincial driver's license with 
indication of home address). Verification of identity in 
any other case shall be made by examination of a document, 
other than a bank signature card, that is normally 
acceptable within the banking community as a means of 
identification when cashing checks for nondepositors (e.g., 
a drivers license). In addition, the financial institution 
shall obtain and retain the original, or a microfilm or 
other copy, record, or reproduction of the following
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(i)(A) the transmitter’s social security
number, alien identification number, or 
employer identification number; or 

(B) if the transmittal of funds is by the
financial institution on its own behalf, 
a statement to that effect:

(ii) the amount of the transmittal order;
(iii) the execution date of the transmittal order;
(iv) any payment instructions received from the 

transmitter with the transmittal order;
(v) the name and address of the recipient of the 

transmittal of funds; and
(vi) any form completed by the person or the 

financial institution relating to the 
transmittal of funds.

If the transmittor does not have a social security number, 
alien identification number, or employer identification 
number, the lack of such a number shall be noted in the 
record.

(2) For each transmittal order that it accepts as an 
intermediary financial institution, a financial institution, 
other than a bank or broker or dealer in securities, shall 
retain either the original, a microfilm, or other copy, 
record, or reproduction of the transmittal order.

information relating to the transmittal order:
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(3)(i) For each transmittal order that it accepts as a 
recipient's financial institution, a financial institution, 
other than a bank or a broker or dealer in securities that 
has an account for the recipient, shall retain the original 
or a microfilm, or other copy, record, or reproduction of 
the transmittal order; and the name, address, and the social 
security number, alien identification number or employer 
identification number of the recipient. If the recipient 
does not have a social security number, alien identification 
number, or employer identification number, the lack of such 
a number shall be noted in the record.

(ii) If a recipient's financial institution, other 
than a bank or broker or dealer in securities that has an 
account for the recipient, delivers the proceeds of a 
transmittal of funds in person to the recipient, the 
financial institution shall verify the name and address of 
the recipient by examination of a document that contains 
such information and shall retain a record of that 
information, the type of identification reviewed, and the 
number of the identification document (e.g., drivers 
license). If a recipient's financial institution, other 
than a bank or a broker or dealer in securities that has an 
account for the recipient, sends the proceeds of a 
transmittal of funds to the recipient in the form of a check 
or other written instrument, the financial institution shall
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retain a copy of the check or other written instrument, or 
the information contained thereon, and the name and address 
of the person to whom it was sent.

(4) The information that a transmitter's financial 
institution must retain under paragraph (f)(1) of this 
section shall be readily retrievable by the transmitter's 
financial institution by reference to the name of the 
transmitter. The information that a recipient's financial 
institution must retain under paragraph (f)(3) of this 
section shall be readily retrievable by the recipient's 
financial institution by reference to the name of the 
recipient. This information need not be retained 
alphabetically by name, but the financial institution must 
be able to access the transmittal of funds records readily 
by name of the transmittor or recipient, as the case may be, 
and may do so through reference to some other record 
maintained by the financial institution.
(g) With respect to a transmittal of funds:

(1) For each transmittal order that it accepts as a 
transmitter's financial institution, a broker or dealer in 
securities that has an account for the transmittor shall 
retain either the original, a microfilm or other copy, 
record, or reproduction of the following information 
relating to the transmittal order:

(i) the name and address of the transmittor of
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(ii) the amount of the transmittal of funds;
(iii) the execution date of the transmittal order;
(iv) any payment instructions received from the 

transmitter with the transmittal order;
(v) the identity of the recipients financial 

institution; and
(vi) either the name and address or the account 

number of the recipient of the transmittal of 
funds, if received with the transmittal 
order.

(2) For each transmittal order that it accepts as an 
intermediary financial institution, a broker or dealer in 
securities shall retain either the original, a microfilm, or 
other copy, record, or reproduction of the transmittal 
order;

(3) For each transmittal order that it accepts as a 
recipient's financial institution, a broker or dealer in 
securities' that has an account for the recipient shall 
retain either the original, a microfilm, or other copy, 
record, or reproduction of the transmittal order.

(4) The information that a transmitter's financial 
institution must retain under paragraph (g)(1) of this 
section shall be readily retrievable by the transmitter's 
financial institution by reference to either the name or

the transmittal order;
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account number of the transmitter. The information that a 
recipient’s financial institution must retain under 
paragraph (g)(3) of this section shall be readily 
retrievable by the recipient's financial institution by 
reference to either the name or account number of the 
recipient. This information need not be retained 
alphabetically by name or numerically by account number; but 
the financial institution must be able to access the 
transmittal of funds records readily by name or account 
number of the transmittor or recipient, as the case may be, 
and may do so through reference to some other record 
maintained by the financial institution.

(5) The following transmittals of funds are not 
subject to the requirements of this paragraph:

(i) a transmittal of funds where both the 
transmittor and the recipient of the funds are domestic 
brokers or dealers in securities;

(ii) a transmittal of funds where both the 
transmittor and recipient are the same domestic broker 
or dealer in securities or one is the wholly-owned 
domestic subsidiary of the other, or a bank;

(iii) transmittals of funds where both the 
transmittor and recipient are the same person and the 
transmitter's financial institution and the recipient's 
financial institution are the same domestic broker or 
dealer in securities; and
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(iv) transmittals of funds where both the 
transmitter and the recipient are either a domestic 
broker or dealer in securities, the United States, any 
state or local government, or a federal, state, or 
local government agency or instrumentality.

Dated:
In concurrence:
By the Board of Governors of the Federal Reserve System.

William W. Wiles 
Secretary

AUG i i  1993Dated:
By the Department of the Treasury.

. /  -
>nald K. Noble 

Assistant Secretary 
(Enforcement)
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