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The reality of the performance of banking institutions in combating the
phenomenon of Money-laundering in Palestine

prepared by: Issam Mohammad Abdel Halim

Supervised by: prof. Atef Alawneh

Abstract

The study aimed to identify The reality of the performance of banking institutions in
combating the phenomenon of money- laundering in Palestine, and the extent of their
commitment to the laws and legislation in force to combat money laundering in Palestine.
As well as to identify the role of the supervisory institutions concerned in combating that
phenomenon.

The study population consists of a group of employees working in Palestinian banking
sector (anti-money laundering officers, compliance monitors, and internal auditors),
employees of the Financial Monitoring Unit and the Palestinian Monetary Authority, who
work on the field of banks’ supervision.

The descriptive approach was used through conducting a comprehensive survey of the
research population, and through using the questionnaire as a research tool for data
collection, that included five areas, namely: the supervisory role within the banking system
in combating money laundering phenomenon, the extent to which banking institutions
comply with the laws and legislations in force to combat money laundering in Palestine,
the measures taken by banking institutions to prevent different types of money laundering
operations, the suspicious banking activities, the role of supervisory authorities in
combating money laundering phenomenon in Palestine, and open questions that seek the
opinion of the respondents regarding what should be done to ensure proper implementation
of combating money laundering.

The study concluded that the supervisory role of the banking system is effective in
combating the phenomenon of money laundering in all areas of compliance, internal audit,
anti-money laundering liaison officer, through the independence of supervisory functions
and through the direct association with the Board of Directors and the separation of its

work from any executive work at the bank.



The study also showed that banks identify and verify the identity of customers, their
documents and the nature of their activities at the beginning of the relationship and during
their banking transactions, in accordance with the (know your customer) policy. The
customers’ data and activities are collected and updated and the real beneficiaries are
identified. Banks also classify customers according to their degree of risk.

As for the internal measures taken by banks to combat the phenomenon of money-
laundering, the study showed the existence of policies that ensure that the new laws and
instructions on fighting money laundering are passed on to employees, and that they are
trained to identify the operations and actions related to money laundering.

With regard to the reporting of suspected cases, the study showed that instructions and
controls are issued by supervisors oblige banks to report suspicious transactions when there
are reasonable grounds for suspicion or attempts to conclude transactions.

The study also concluded that the supervisory authorities, namely the Monetary Authority,
the National Committee for Combating Money Laundering and the Financial Follow-up
Unit, supervise and issue instructions to the banks in accordance with the requirements of
the Financial Action Task Force (FATF); as well as supervising the banks' compliance
with the internal policies, procedures and controls that prevent money laundering, and
promotes adequate monitoring and follow-up to detect unusual activities.

The study concluded with several recommendations, the most important of which are:

The rapid response by the Financial Follow-up Unit to the urgent inquiries received from
the banks to help them deal with and take the necessary measures in a timely manner.

The Financial Monitoring Unit should provide the banks with feedback on suspicious
transactions reports and procedures that banks should follow in that regard.

Banking secrecy laws should not be an impediment to the application of controls and
procedures relating to handling and combating money-laundering operations.

Giving priority to the supervision of unusual banking operations which have no clear or
obvious economic or legal objective.

Provide written procedures and policies for banking institutions that regulate the
relationship, and prevent conflicts of interest, between the provision of banking services

and the receiving of such services by customers.
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