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FINANCIAL INTELLIGENCE UNIT

FIU REGULATION
AML/CFT-Regulation-02

FINANCIAL TRANSACTIONS REPORTING
REQUIREMENTS FOR DESIGNATED NON-FINANCIAL
BUSINESSES AND PROFESSIONS
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PART I: PRELIMINARY

1: Short Title — Financial Transactions Reporting Regulations for Designated Non-Financial
Businesses and Professions (DNFBP).

2 Authorization — The Financial Intelligence Unit (the FIU) of the Republic of Palau is authorized
to issue and enforce regulations under Sections 3312(d), 3313, 3314(d), 3315(c), 3316(b), 3318(a),
3321(d), 3322, 3328(b)(12), and 3329(d)(h) of the Money Laundering and Proceeds of Crime Act
2001 Act [17 PNCA Chapter 38] as amended (MLPCA).

3: Application — These Regulations apply to all DNFBPs as defined herein. The Regulations address
obligations placed on DNFBPs reporting under the MLPCA. All DNFBPs must achieve full
compliance with these regulations on or before January, 2022.

These Regulations are regulatory requirements only that relate to the activities of DNFBPs under
the supervision of the Financial Intelligence Unit (FIU) and/or the Financial Institutions
Commission (FIC), and cannot be relied upon to interpret or determine the application of the
criminal laws of the Republic of Palau.

4. Definitions — Terms used within these regulations are as defined in the MLPCA (and/or the
"Act"), or as reasonably implied by contextual usage. Defined terms are identified throughout
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these Regulations by the capitalization of the initial letter of a word or phrase. Where
capitalization of the initial letter is not used an expression has its natural meaning.

1) “Designate Non-Financial Business And Profession is defined in §3301(j) of the Act;
2) "Act" means the Money Laundering and Proceeds of Crime Act, 17 PNCA §3301 et seq.;

3) "Director" means the Director of the Palau Financial Intelligence Unit;

4) “Unit” means and refers to the Palau Financial Intelligence Unit or the FIU;

5) "Legal Person" means corporate, partnership, foundations, associations or any other
similar entity that can establish a permanent customer relationship with a Financial
Institution;

6) “Legal Arrangement” refers to an express trust or other similar arrangement;

7) “Politically Exposed Person” is defined in section 3301(q) of the Act;
8) “Lawyers and other Independent Legal Professionals” are defined in section 3301()(4) of
the Act.

If a provision in these Regulations refers to a communication, notice, agreement of other
document in writing® then, unless the contrary intention appears, it means in legible form and
capable of being reproduced on paper, irrespective of the medium used. Expressions related to
writing must be interpreted accordingly. This does not affect any other legal requirements which
may apply in relation to the form or manner of executing a document or agreement.

A DNFBP may seek guidance from the FIU where clarity is needed to interpret and/or apply any
part of these Regulations.
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PART II: STATEMENT OF POLICY

1: Purpose — These Regulations establish requirements for DNFBPs to have in place risk
management policies and procedures that promote high ethical and professional standards and
prevent the DNFBP from being used, intentionally or unintentionally, by criminal elements.
DNFBPs are required to develop and implement effective policies to combat money laundering
and the financing of terrorism.

The regulation incorporates a summary of obligations placed on DNFBPs and copies of reporting
forms to be submitted to the FIU are included as attachments to the regulation. An annex to the
regulations provides examples of suspicious transactions.

2: Scope — These regulations apply to all DNFBPs doing business in Palau.

2.1

December 2021

These Regulations apply to the following DNFBP:

2.1.1 Real Estate Agents (defined as any person (real or legal) licensed to negotiate and
arrange real estate sales who is involved in transactions for a client concerning the buying,
selling, or leasing of real estate in relation to both the purchasers and vendors of property,
meaning an individual who negotiates and arranges or shows property for sale and
performs any task involved in the sale or leasing of real property, including, but not limited
to, listing property, filling in contracts, listing agreements, and purchase contracts. Real
Estate Agent includes any person who has obtained a business license from Bureau or
Revenue and Taxation to operate a business buying, selling, leasing, purchasing real
property for a client whether that person is working for or under a licensed broker or not.)

2.1.2  Dealers in precious metals and dealers in precious stones when they engage in any
cash transactions with a client the value of which singularly, or in several transactions, that
appear to be linked, equal to or exceeding $10,000.

2.1.3  Casinos authorized by the appropriate government agency to engage in gaming
activities and defined as any business, private or public, engage in the act or practice of
gambling which is defined as “an agreement between two or more individuals to play
collectively at a game of chance for a stake or wager, which will become the property of
the winner and to which all involved make a contribution.” Casino includes, without
limitation, stand alone casinos, casino hotels, ocean going casinos (with a home port in
Palau), bingo halls, gambling machine manufacturers, lottery services, Internet gambling
services, bookmaking and other gambling services or as otherwise determined by the FIU.

2.1.3  Dealers in High Value Goods and services when they engage in any cash
transactions with a client the value of which singularly, or in several transactions that
appear to be linked, equal to or exceeding $10,000. "High Value Goods" includes:

a.) Vehicles;

b.) Boats and boat engines;
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6. Electronics:

d.) Antiquities;

e.) Art Work; and

f) Sports Memorabilia
2.1.4  Lawyers, notaries, other independent legal professionals and accountants, including
auditing service providers when they prepare for or carry out transactions for their clients
concerning:

a.) buying and selling or leasing of real estate;

b.) management of client money, securities or other property;

8.) management of a bank, savings or securities accounts;

d.) organization of contributions for the creation, operation or management of
companies;

&) creation, operation or management of legal persons or arrangements, and

buying and selling of business entities.

f) Company service providers when they prepare for or carry out transactions
for a client concerning;:

i.  acting as a formation agent of legal persons;

ii.  acting as (or arranging for another person to act as) a director or secretary of
a company, a partner of a partnership, or a similar position in relation to
other legal persons;

iii.  providing a registered office, business address or accommodation,
correspondence or administrative address for a company, a partnership or
any other legal person or arrangement; or

iv.  acting as (or arranging for another person to act as) a nominee shareholder
for another person.

22 A DNFBP may apply the requirements of these Regulations on a Risk-Based Approach.

(Risk-Based Approach is defined as the process of determining the likelihood of a given event
based on a proportionate assessment of the threat of that event occurring.)
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Without prejudice to the requirements under Part III of these Regulations, the extent of
implementation by a DNFBP may depend on the degree of risk of money laundering or terrorist
financing associated with a customer transaction or product.

The approach of a DNFBP in applying the requirements of these Regulations must be in
accordance with approved policies and procedures as specified in Part III of these Regulations.

3z Responsibility — It is the responsibility of the DNFBP to adopt a written Anti-Money
Laundering/Countering the Financing of Terrorism (AML/CFT) policy and to establish processes
which ensure that the DNFBP is in compliance with the requirements of the MLPCA.

3.1 To ensure that Palau is not used as a channel for criminal funds, all DNFBP should:

3.1.1 Comply with the regulations, directives of the FIU and the MLPCA. The DNFBP
should ensure that FIU policies and all relevant laws are adhered to and that a
service is not provided where there are reasonable grounds to believe that
transactions are associated with money laundering or terrorist financing offences;

3.1.2  Where appropriate, appoint a compliance officer to be responsible for ensuring the
DNFBP’s compliance with the requirements of the MLPCA or the DNFBP
himself/herself must ensure compliance individually;

3.1.3 Establish an audit function to test its anti-money laundering procedures and
systems;

3.14  Co-operate with law enforcement agencies including the FIU on any constraints
imposed by legislation relating to customer confidentiality or where there are
reasonable grounds for suspecting money laundering or the financing of terrorism;

3.1.5 Implement effective procedures for customer identification, record keeping,
transaction monitoring and reporting suspicious transactions;

3.1.6  Screen potential employees to ensure that employees are fit and proper;

3.1.7 Ensure that its officers and employees are:

a.) aware of the laws relating to money laundering and financing of terrorism;
and

b.) aware of the procedures and policies for compliance with anti-money
laundering standards

c.) trained to recognize suspicious transactions.

3.1.8  The FIU will conduct compliance audits of DNFBPs to assess compliance with the
MLPCA and these regulations.

4: Interpretation -- Terms used within this regulation are as defined in the Money Laundering
Proceeds of Crime Act (the "Act" and/or MLPCA) and/or the Financial Institutions Act (FTIA), or
as reasonably implied by contextual usage.
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4.1 If a provision in these Regulations refers to a communication, notice, agreement of other
document in writing* then, unless the contrary intention appears, it means in legible form
and capable of being reproduced on paper, irrespective of the medium used. Expressions
related to writing must be interpreted accordingly. This does not affect any other legal
requirements which may apply in relation to the form or manner of executing a document
or agreement.

4.2 A DNFBP may seek guidance from the FIU where clarity is needed to interpret and/or
apply any part of these Regulations.

43 These Regulations are regulatory requirements only that relate to the activities of DNFBPs
under the supervision of the FIU and cannot be relied upon to interpret or determine
the application of the criminal laws of the Republic of Palau.

PART III: IMPLEMENTATION AND SPECIFIC REQUIREMENTS

1: Adoption of Implementation of Internal Procedures, Policies and Controls -- A DNFBP shall
establish, implement, monitor, and maintain, an effective program of compliance with these
Regulations.

1.1 A DNFBP shall put in place relevant policies, procedures, processes and controls designed
to prevent and detect potential Money Laundering and Terrorist Financing activity.

1.1.1  Such measures should consider the following:
a.) Compliance Management Arrangements;

b.) Risk Assessment and Management;

c.) Customer Due Diligence;
d.) Record retention;

€,) Training and awareness;
f.) Employee screening;

g.) Detection of unusual and/or suspicious transactions; and

h.) Monitoring and Reporting obligations.
1.2 In the case of any DNFBP consisting of five (5) or more persons including staff and
management, including, but not limited to, partnerships, limited liability companies, professional
organizations, corporations and any other business form other than sole proprietorships shall

appoint a Money Laundering Reporting Officer (MLRO) at a management level who will be
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responsible for the day-to-day oversight of relevant policies, procedures, processes and controls to
prevent and detect Money Laundering and Terrorist Financing. Any DNFBP with less than five
(5) persons, the owner and/or senior management of the DNFBP business shall be responsible for
compliance with these regulations.

1.3

1.4

L3

1.6

1.7

A DNFBP shall ensure that relevant policies, procedures, processes and controls are
communicated to all relevant employees.

A DNFBP shall establish ongoing employee training to ensure that employees are kept
informed of new developments, including information on current anti Money Laundering
and anti Terrorist Financing risks, techniques, methods and trends.

A DNFBP shall put in place independent controls that will test and assess the effectiveness
of the program of compliance with these Regulations on a Risk-Based basis with a
defined minimum frequency.

A DNFBP shall put in place appropriate screening procedures to ensure high ethical
standards when hiring employees.

A DNFBP shall have relevant policies, procedures, processes and controls in place to
prevent the misuse of technological development in Money Laundering or Terrorist
Financing schemes.

2: Compliance Management Arrangements -- A DNFBP shall ensure that a program of

compliance with these Regulations is executed and managed appropriately.

2.1

2.2

2.3

24

2.5

December 2021

A DNFBP, as qualified hereinabove, shall appoint an MLRO who shall have responsibility
for establishing and maintaining policies, procedures, processes and controls with
AML/CFT legislation and regulation and exercising day-to-day operational oversight of
the DNFBP's compliance with AML/CFT policies, procedures, processes and controls.

The MLRO's responsibilities shall also include identifying and taking appropriate action on
matters of Money Laundering or Terrorist Financing concerns that are identified as part of
the risk assessment process or by the competent authorities listed in MLPCA.

The MLRO shall be responsible for establishing, implementing, monitoring, and
maintaining an appropriate ongoing program of AML /CFT training and awareness and
making annual reports to senior management concerning the level of compliance
adherence to policies, procedures, processes and controls.

The MLRO shall be responsible for receiving internal suspicious activity reports submitted
by employees of the DNFBP, investigating the internal suspicious activity report and
taking appropriate action that includes, where appropriate, making external suspicious
transaction reports to the FIU.

The MLRO will be responsible for acting as the point of contact in the FIU, the regulatory
authorities, and relevant agencies concerned with AML/CFT matters and responding
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