Financial Crimes Enforcement Network, Treasury
of this section become applicable as set
forth in paragraph (f)(1) of this section,
the enhanced due diligence requirements of 31 U.S.C. 5318(i)(2) shall continue to apply to any covered financial
institutions listed in § 1010.605(e)(1)(i)
through (vi).
(3) Special rules for all other covered financial institutions. The enhanced due
diligence requirements of 31 U.S.C.
5318(i)(2) shall not apply to a covered financial
institution
listed
in
§ 1010.605(e)(1)(vii) through (x) until the
requirements of paragraph (b) of this
section become applicable, as set forth
in paragraph (f)(1) of this section.
(g) Exemptions—(1) Exempt financial
institutions. Except as provided in this
section, a financial institution defined
in 31 U.S.C. 5312(a)(2) or (c)(1), or
§ 1010.100(t) is exempt from the requirements of 31 U.S.C. 5318(i)(1) and (i)(2)
pertaining to correspondent accounts.
(2) Other compliance obligations of financial institutions unaffected. Nothing
in paragraph (g) of this section shall be
construed to relieve a financial institution from its responsibility to comply
with any other applicable requirement
of law or regulation, including title 31,
United States Code, and this chapter.
§ 1010.620 Due diligence programs for
private banking accounts.
(a) In general. A covered financial institution shall maintain a due diligence program that includes policies,
procedures, and controls that are reasonably designed to detect and report
any known or suspected money laundering or suspicious activity conducted
through or involving any private banking account that is established, maintained, administered, or managed in
the United States by such financial institution. The due diligence program
required by this section shall be a part
of the anti-money laundering program
otherwise required by this chapter.
(b) Minimum requirements. The due
diligence program required by paragraph (a) of this section shall be designed to ensure, at a minimum, that
the financial institution takes reasonable steps to:
(1) Ascertain the identity of all nominal and beneficial owners of a private
banking account;

§ 1010.620

(2) Ascertain whether any person
identified under paragraph (b)(1) of this
section is a senior foreign political figure;
(3) Ascertain the source(s) of funds
deposited into a private banking account and the purpose and expected use
of the account; and
(4) Review the activity of the account
to ensure that it is consistent with the
information obtained about the client’s
source of funds, and with the stated
purpose and expected use of the account, as needed to guard against
money laundering, and to report, in accordance with applicable law and regulation, any known or suspected money
laundering or suspicious activity conducted to, from, or through a private
banking account.
(c) Special requirements for senior foreign political figures. (1) In the case of a
private banking account for which a
senior foreign political figure is a
nominal or beneficial owner, the due
diligence program required by paragraph (a) of this section shall include
enhanced scrutiny of such account that
is reasonably designed to detect and report transactions that may involve the
proceeds of foreign corruption.
(2) For purposes of this paragraph (c),
the term proceeds of foreign corruption
means any asset or property that is acquired by, through, or on behalf of a
senior foreign political figure through
misappropriation, theft, or embezzlement of public funds, the unlawful conversion of property of a foreign government, or through acts of bribery or extortion, and shall include any other
property into which any such assets
have been transformed or converted.
(d) Special procedures when due diligence cannot be performed. The due diligence program required by paragraph
(a) of this section shall include procedures to be followed in circumstances
in which a covered financial institution
cannot perform appropriate due diligence with respect to a private banking
account, including when the covered financial institution should refuse to
open the account, suspend transaction
activity, file a suspicious activity report, or close the account.
(e) Applicability rules. The provisions
of this section apply to covered financial institutions as follows:
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(1) General rules—(i) Private banking
accounts established on or after July 5,
2006. Effective July 5, 2006, the requirements of this section shall apply to
each private banking account established on or after such date.
(ii) Private banking accounts established before July 5, 2006. Effective October 2, 2006, the requirements of this
section shall apply to each private
banking account established before
July 5, 2006.
(2) Special rules for certain banks and
for brokers or dealers in securities, futures
commission merchants, and introducing
brokers. Until the requirements of this
section become applicable as set forth
in paragraph (e)(1) of this section, the
requirements of 31 U.S.C. 5318(i)(3)
shall continue to apply to a covered financial
institution
listed
in
§ 1010.605(e)(1)(i) through (vi), (viii), or
(ix).
(3) Special rules for federally regulated
trust banks or trust companies, and mutual funds. Until the requirements of
this section become applicable as set
forth in paragraph (e)(1) of this section,
the requirements of 31 U.S.C. 5318(i)(3)
shall not apply to a covered financial
institution listed in § 1010.605(e)(1)(vii)
or (x).
(4) Exemptions—(i) Exempt financial institutions. Except as provided in this
section, a financial institution defined
in 31 U.S.C. 5312(a)(2) or (c)(1) or
§ 1010.100(t) is exempt from the requirements of 31 U.S.C. 5318(i)(3) pertaining
to private banking accounts.
(ii) Other compliance obligations of financial institutions unaffected. Nothing
in paragraph (e)(4) of this section shall
be construed to relieve a financial institution from its responsibility to
comply with any other applicable requirement of law or regulation, including title 31, United States Code, and
this chapter.
§ 1010.630 Prohibition
on
correspondent accounts for foreign
shell banks; records concerning
owners of foreign banks and agents
for service of legal process.
(a) Requirements for covered financial
institutions—(1) Prohibition on correspondent accounts for foreign shell
banks. (i) A covered financial institution shall not establish, maintain, administer, or manage a correspondent

account in the United States for, or on
behalf of, a foreign shell bank.
(ii) A covered financial institution
shall take reasonable steps to ensure
that any correspondent account established, maintained, administered, or
managed by that covered financial institution in the United States for a foreign bank is not being used by that foreign bank to indirectly provide banking services to a foreign shell bank.
(iii) Nothing in paragraph (a)(1) of
this section prohibits a covered financial institution from providing a correspondent account or banking services
to a regulated affiliate.
(2) Records of owners and agents. (i)
Except as provided in paragraph
(a)(2)(ii) of this section, a covered financial institution that maintains a
correspondent account in the United
States for a foreign bank shall maintain records in the United States identifying the owners of each such foreign
bank whose shares are not publicly
traded and the name and street address
of a person who resides in the United
States and is authorized, and has
agreed to be an agent to accept service
of legal process for records regarding
each such account.
(ii) A covered financial institution
need not maintain records of the owners of any foreign bank that is required
to have on file with the Federal Reserve Board a Form FR Y–7 that identifies the current owners of the foreign
bank as required by such form.
(iii) For purposes of paragraph
(a)(2)(i) of this section, publicly traded
refers to shares that are traded on an
exchange or on an organized over-thecounter market that is regulated by a
foreign securities authority as defined
in section 3(a)(50) of the Securities Exchange Act of 1934 (15 U.S.C. 78c(a)(50)).
(b) Safe harbor. Subject to paragraphs
(c) and (d) of this section, a covered financial institution will be deemed to
be in compliance with the requirements of paragraph (a) of this section
with respect to a foreign bank if the
covered financial institution obtains,
at least once every three years, a certification or recertification from the
foreign bank.
(c) Interim verification. If at any time
a covered financial institution knows,
suspects, or has reason to suspect, that
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