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1024.530 [Reserved]
1024.540 Voluntary information sharing
among financial institutions.

Subpart F—Special Standards of Diligence;
Prohibitions, and Special Measures for
Mutual Funds

1024.600 General.

1024.610 Due diligence programs for cor-
respondent accounts for foreign financial
institutions.

1024.620 Due diligence programs for private
banking accounts.

1024.630 Prohibition on correspondent ac-
counts for foreign shell banks; records
concerning owners of foreign banks and
agents for service of legal process.

1024.640-1024.670 [Reserved]

AUTHORITY: 12 U.S.C. 1829b and 1951-1959; 31
U.S.C. 5311-5314 and 5316-5332; title III, sec.
314, Pub. L. 107-56, 115 Stat. 307.

SOURCE: 75 FR 656812, Oct. 26, 2010, unless
otherwise noted.

Subpart A—Definitions

§1024.100 Definitions.

Refer to §1010.100 of this chapter for
general definitions not noted herein.
To the extent there is a differing defi-
nition in §1010.100 of this chapter, the
definition in this section is what ap-
plies to part 1024. Unless otherwise in-
dicated, for purposes of this part:

(a) Account. For purposes of §1024.220:

(1) Account means any contractual or
other business relationship between a
person and a mutual fund established
to effect transactions in securities
issued by the mutual fund, including
the purchase or sale of securities.

(2) Account does not include:

(i) An account that a mutual fund ac-
quires through any acquisition, merg-
er, purchase of assets, or assumption of
liabilities; or

(ii) An account opened for the pur-
pose of participating in an employee
benefit plan established under the Em-
ployee Retirement Income Security
Act of 1974.

(b) Commission means the TUnited
States Securities and Exchange Com-
mission.

(¢) Customer. For
§1024.220:

(1) Customer means:

(1) A person that opens a new ac-
count; and
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(ii) An individual who opens a new
account for:

(A) An individual who lacks legal ca-
pacity, such as a minor; or

(B) An entity that is not a legal per-
son, such as a civic club.

(2) Customer does not include:

(i) A financial institution regulated
by a Federal functional regulator or a
bank regulated by a State bank regu-
lator;

(ii) A person described in
§1020.315(b)(2) through (4) of this Chap-
ter; or

(iii) A person that has an existing ac-
count with the mutual fund, provided
that the mutual fund has a reasonable
belief that it knows the true identity
of the person.

(d) Financial institution is defined at
31 U.S.C. 5312(a)(2) and (c)(1).

Subpart B—Programs

§1024.200 General.

Mutual funds are subject to the pro-
gram requirements set forth and cross
referenced in this subpart. Mutual
funds should also refer to subpart B of
part 1010 of this chapter for program
requirements contained in that subpart
which apply to mutual funds.

§1024.210 Anti-money laundering pro-
grams for mutual funds.

(a) Effective July 24, 2002, each mu-
tual fund shall develop and implement
a written anti-money laundering pro-
gram reasonably designed to prevent
the mutual fund from being used for
money laundering or the financing of
terrorist activities and to achieve and
monitor compliance with the applica-
ble requirements of the Bank Secrecy
Act (31 U.S.C. 5311, et seq.), and the im-
plementing regulations promulgated
thereunder by the Department of the
Treasury. Each mutual fund’s anti-
money laundering program must be ap-
proved in writing by its board of direc-
tors or trustees. A mutual fund shall
make its anti-money laundering pro-
gram available for inspection by the
Commission.

(b) The anti-money laundering pro-
gram shall at a minimum:

(1) Establish and implement policies,
procedures, and internal controls rea-
sonably designed to prevent the mutual
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fund from being used for money laun-
dering or the financing of terrorist ac-
tivities and to achieve compliance with
the applicable provisions of the Bank
Secrecy Act and the implementing reg-
ulations thereunder;

(2) Provide for independent testing
for compliance to be conducted by the
mutual fund’s personnel or by a quali-
fied outside party;

(3) Designate a person or persons re-
sponsible for implementing and moni-
toring the operations and internal con-
trols of the program; and

(4) Provide ongoing training for ap-
propriate persons.

EFFECTIVE DATE NOTE: At 81 FR 29457, May
11, 2016, §1024.210 was revised, effective July
11, 2016. For the convenience of the user, the
revised text is set forth as follows:

§1023.210 Anti-money laundering program
requirements for brokers or dealers in se-
curities.

A broker or dealer in securities shall be
deemed to satisfy the requirements of 31
U.S.C. 5318(h)(1) if the broker-dealer imple-
ments and maintains a written anti-money
laundering program approved by senior man-
agement that:

(a) Complies with the requirements of
§§1010.610 and 1010.620 of this chapter and any
applicable regulation of its Federal func-
tional regulator governing the establishment
and implementation of anti-money laun-
dering programs;

(b) Includes, at a minimum:

(1) The establishment and implementation
of policies, procedures, and internal controls
reasonably designed to achieve compliance
with the applicable provisions of the Bank
Secrecy Act and the implementing regula-
tions thereunder;

(2) Independent testing for compliance to
be conducted by the broker-dealer’s per-
sonnel or by a qualified outside party;

(3) Designation of an individual or individ-
uals responsible for implementing and moni-
toring the operations and internal controls
of the program;

(4) Ongoing training for appropriate per-
sons; and

(5) Appropriate risk-based procedures for
conducting ongoing customer due diligence,
to include, but not be limited to:

(i) Understanding the nature and purpose
of customer relationships for the purpose of
developing a customer risk profile; and

(ii) Conducting ongoing monitoring to
identify and report suspicious transactions
and, on a risk basis, to maintain and update
customer information. For purposes of this
paragraph (b)(5)(ii), customer information
shall include information regarding the ben-

§1024.220

eficial owners of legal entity customers (as
defined in §1010.230 of this chapter); and

(c) Complies with the rules, regulations, or
requirements of its self-regulatory organiza-
tion governing such programs; provided that
the rules, regulations, or requirements of the
self-regulatory organization governing such
programs have been made effective under the
Securities Exchange Act of 1934 by the ap-
propriate Federal functional regulator in
consultation with FinCEN.

§1024.220 Customer identification pro-
grams for mutual funds.

(a) Customer identification program:
minimum requirements—(1) In general. A
mutual fund must implement a written
Customer Identification Program
(‘‘CIP”) appropriate for its size and
type of business that, at a minimum,
includes each of the requirements of
paragraphs (a)(1) through (5) of this
section. The CIP must be a part of the
mutual fund’s anti-money laundering
program required under the regulations
implementing 31 U.S.C. 5318(h).

(2) Identity verification procedures. The
CIP must include risk-based procedures
for verifying the identity of each cus-
tomer to the extent reasonable and
practicable. The procedures must en-
able the mutual fund to form a reason-
able belief that it knows the true iden-
tity of each customer. The procedures
must be based on the mutual fund’s as-
sessment of the relevant risks, includ-
ing those presented by the manner in
which accounts are opened, fund shares
are distributed, and purchases, sales
and exchanges are effected, the various
types of accounts maintained by the
mutual fund, the various types of iden-
tifying information available, and the
mutual fund’s customer base. At a min-
imum, these procedures must contain
the elements described in this para-
graph (a)(2).

(1) Customer information required—(A)
In general. The CIP must contain proce-
dures for opening an account that
specify the identifying information
that will be obtained with respect to
each customer. Except as permitted by
paragraph (a)(2)(i)(B) of this section, a
mutual fund must obtain, at a min-
imum, the following information prior
to opening an account:

(I) Name;

(2) Date of birth, for an individual;

(3) Address, which shall be:
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