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Scope

The Financial Action Task Force (“FATF”) is an inter-governmental body whose purpose is the development
and promotion of national and international policies to combat money laundering and terrorist financing.

In 2012, FATF replaced Special Recommendation VII with Recommendation 16 regarding wire transfers.
The objective of Recommendation 16 is to prevent terrorists and other criminals from having unfettered

access to wire transfers for moving their funds, and for detecting such misuse when it occurs, by requiring
basic information regarding the originator and beneficiary.

Recommendation 16 states that countries should “ensure that financial institutions include required and
accurate originator information, and required beneficiary information, on wire transfers and related
messages, and that the information remains with the wire transfer or related message throughout the
payments chain'”.

The purpose of this document is to outline best practices for formatting cross-border wires, and lay out
standards for inquiry and exception handling, to minimize the impact of Recommendation 16 and
potentially differing interpretations across various jurisdictions. It is important to recognize that all
cross-border wires are subject to the local regulations and jurisdiction of the beneficiary country in addition
to those of the originator country. A regulatory chart which maps the current known implementations of local
regulations related to wire transfers can be found on the BAFT website.?

Formatting

Financial institutions should be aware that this document is written with the SWIFT format in mind.
Institutions will need to interpret the guidance of the document based on internal formatting requirements
and proprietary systems. BAFT recognizes that there are currently limitations in terms of field sizes for SWIFT
messages. It is hoped that advances in formatting standards, such as ISO-20022, will help address some of the
restrictions and concerns raised within this document.

Extensive work has been completed by SWIFI’s Payments Market Practice Group (“PMPG”) related to the
usage of fields 50a and 59a with respect to compliance under FATF Recommendation 16 (“FATF R 16”). The
latest version of these guidelines can be found on the SWIFT website:
https://www.swift.com/about-us/community/swift-advisory-groups,/payments-market-practice-group.

BAFT reviewed the PMPG guidance with respect to SWIFT formatting and was broadly supportive. Several
comments and suggested changes were presented to the PMPG. Until such time as these are incorporated
into the PMPG document, BAFT recommends that members adhere to the PMPG guidance, with the
following considerations.

! International Standards on Combating Money Laundering and the Financing of Terrorism & Proliferation: The
FATF Recommendations; Pg. 17; http:/ /www.fatf-gafi.org/media/fatf/documents/recommendations/pdfs/FATF_
Recommendations.pdf

2 http://www.baft.org/fatf16
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BAFT Recommendations

1. Overflow Address/City/Name information and usage of field 72. The structured format of the originator

and the beneficiary name and address in SWIFT MT103’s messages at times does not provide sufficient
characters (35 per line) to include a long name or address.

If the name exceeds 35 characters on line one, in field 50 or 59, we recommend that the name be
completed on the second line. If additional space is still required, the full name should be repeated in field
72 preceded by /ACC/. (EX: /ACC/ Beneficiary John Smith or /ACC/ ORG John Smith).

If the address exceeds 35 characters on line two, in field 50 or 59, we recommend that the address be
completed on the third line. If additional space is still required, the remaining address should be repeated
in field 72 preceded by /ACC/. (EX: /ACC/ Beneficiary address or /ACC/ ORG address). The last line in
field 50 and 59 should always include the country and city.

Where possible, we recommend the use of the structured 50 F and 59 F for full party information when it
is provided. Financial institutions should note that a change request has been approved by SWIFT for the
removal of the free format in 2020.

2. While uncommon, if the account number or any unique identifier of the beneficiary or originator in field

50 and 59 exceeds the 35 character limitation, the remainder of the account number should be placed in
the following line preceded by the code word /ACC/. (EX: /ACC/ Beneficiary acct 1234567890 or /ACC/
ORG acct 1234567890).

. Use of a physical address® is generally preferable to a legal address*. Some jurisdictions may reject

transactions containing post office boxes. Please abide by local regulatory requirements.

. In certain circumstances, the full payment chain may involve multiple correspondent banks between the

originating party/originating bank and the beneficiary party/beneficiary bank. For AML purposes, the
originating bank is the first bank in the chain, and subsequent correspondents may need to be placed into
field 72 or 70. It is of critical importance that the originating party and originating bank be placed in the
appropriate fields.

3 Physical address is defined as the location where the entity conducts its primary business.

1 Legal address is defined as the location where the entity is incorporated/legally formed.
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Mapping of Beneficiary Information

The mapping of the beneficiary information below is recommended for the use of SWIFT b9F format. This
structured format allows for the identification of name, address and country with numeric tags. It also allows
for multiple tags for extended beneficiary name or address.

SWIFT to Fedwire

Outbound Fedwire

Inbound SWIFT Funds Service

MT 103 Customer Transfer Message
:59F:/ES8023100001180000012345 {3600}CTR or {3600}CTP

1/ABC COMPANY

2/123 PASEO DE LA CASTELLANA {4200}DES8023100001180000012345*
3/ES/MADRID 1/ABC COMPANY *

2/123 PASEO DE LA CASTELLANA*
3/ES/MADRID*

MT 202 Cov Sequence B Cover Payment Message

:59F:/BE30001216371411 {36001CTP

1/ABC COMPANY {36101COVS

2/123 PASEO DE LA CASTELLANA

3/ES/MADRID {7059}:59F:*
/BE30001216371411*

1/ABC COMPANY*
2/123 PASEQO DE LA CASTELLANA*
3/ES/MADRID*

SWIFT to CHIPS
MT 103 Customer Transfer Message
:59F:/ ES8023100001180000012345 [422]DES8023100001180000012345
1/ABC COMPANY 1/ABC COMPANY
2/123 PASEO DE LA CASTELLANA 2/123 PASEO DE LA CASTELLANA
3/ES/MADRID 3/ES/MADRID
MT 202 Cov Sequence B Cover Payment Message
:59F:/ ES8023100001180000012345 [303]: COVER
1/ABC COMPANY [820]
2/123 PASEO DE LA CASTELLANA :59F:/ ES8023100001180000012345*
3/ES/MADRID 1/ABC COMPANY*
2/123 PASEO DE LA CASTELLANA*
3/ES/MADRID*
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Handling of Exceptions and Inquiries

Sending Inquiries in the Payment Chain

SWIFT is a common tool for global communication and the use of SWIFT MT n99 messages is considered

the best practice for inquiries and investigations. Where possible, when sending an inquiry or investigation
related to FATF R 16 or any local regulation, whether via SWIFT or other proprietary or local clearing systems,
it should contain a reference to that regulation on the first line of the inquiry message. If there is no specific
regulation identified, a reference to AML should be used.

For example:
FATF R 16, EU Regulation 1781 and GAFILAT®

Handling Payments Requiring Additional Information

Typically, three different options are available to beneficiary banks dealing with incoming payments where
additional information (for example, originator address, originator account number, beneficiary name, etc.)
is required in order to fulfill FATF R 16 requirements or other, similar, country requirements.

a) 1. Direct a message requesting additional information to the sending bank and credit
the account of the beneficiary

b) 1. Hold payment
2. Direct a message requesting additional information to the sending bank

3. Release payment once additional information has been provided OR return payment if additional
information is never received

¢) 1. Return the funds to the sending bank with a FATF R 16 reference (Sending Inquiries in the
Payment Chain section above)

RECOMMENDATION: OPTION A

“,.

BAFT recommends utilization of option “a” as a best practice in order to ensure the smooth functioning of
the global payment system.

It should be noted that each bank must take local jurisdictional regulations into consideration when
executing the options above. Further, a risk exists that, when using option a, the requested information
provided by the originating bank may raise red flags from a party within the payment chain.

5 GAFILAT is an acronym for The Latin America Anti-Money Laundering Group. GAFILAT is a FATF-style regional body
(FSRB) for countries in Latin America.
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The Responsibility of Intermediaries

FATF R 16 states that an intermediary financial institution should take reasonable measures to identify cross-
border wire transfers that lack required originator or beneficiary information. Such measures should be
consistent with straight-through processing.

In certain situations, a beneficiary bank may not maintain an RMA with the originating bank in the payment
chain. In this instance, the beneficiary bank is reliant on the intermediary bank to assist in obtaining full
information. BAFT recommends that intermediary banks fully support the inquiry process of beneficiary
banks so as to ensure FATF compliance at all points in the payment chain.

Treatment of Additional Information Requests

At present, individual banks treat requests for additional information based on FATF R 16 or local regulations
with respect to beneficiaries/ originators in different ways. This results in differing market practices for the
treatment of what is a regulatory compliance requirement in the beneficiary bank country. We recommend
the following practices:

1. Inquiries are to be treated as a priority and acted upon within one business day.

2. If the additional information requested includes a beneficiary change or additional information that
specifies the beneficiary to be paid, an amendment compensation claim (per BAFT Compensation
Guidelines) can be requested.

3. Information required per FATF R 16 should be treated as informational only inquiries and should follow
the receiving banks inquiry charging policy. Charges should be claimed and not debited from a nostro
account without a bilateral agreement.

4. If the originating bank country and the beneficiary bank country are both FAFT members, then the FATF R
16 guidelines should be followed by both the originating bank and beneficiary bank.
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APPENDIX

Financial Action Task Force
FATF Recommendations, Adopted February 2012, Updated Jun 2016;

http://www.fatf-gafi.org/publications/fatfrecommendations/documents/fatf-recommendations.html
SWIFT Payments Market Practice Group

Market practice guidelines to comply with FATF Recommendation 16, Updated May, 2016;

https:/ /www.swift.com/file /26831 /download?token=YnQPObLs
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