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Credit Transfer Initiation

For international or large domestic transactions

When a credit transfer is initiated, the receiving bank typically receives a combination of electronic
instructions and supporting details to ensure the funds are properly credited.

Here’s what’s usually sent:

1.

2.

3.

Payment Instruction Message:

This is the core of the transfer, often sent via SWIFT or wholesale secure messaging system.
Itincludes:

Sender’s and recipient’s names
Account numbers or IBANs
Amount and currency

Purpose of payment

Date of transfer

O O O O O O

Reference or invoice number (if applicable)

Bank Identifiers: Such as the SWIFT/BIC code of the receiving bank and possibly routing numbers
(like ABA in the U.S. or IFSC in India) depending on the countries involved.

Transfer Receipt or Confirmation: While not always sent directly to the receiving bank, this
document may be shared between the sender and recipient as proof of the transaction. It includes
the transaction ID, date, and confirmation of successful processing.

Compliance Documentation (for large or regulated transfers): In some cases, especially for cross-
border or high-value transfers, additional documents like invoices, contracts, or declarations may be
requested by the receiving bank to comply with anti-money laundering (AML) or know-your-customer
(KYC) regulations.

For bank credit transfers—especially international or high-value ones—compliance documentation helps

ensure the transaction aligns with anti-money laundering (AML), counter-terrorism financing (CTF), and know-

your-customer (KYC) regulations.

Here are the most required documents:

1.

Proof of Identity and Address: For both sender and recipient, such as passports, national IDs,
or utility bills.

Source of Funds Declaration: A statement or documentation showing where the money is
coming from—Ilike salary slips, sale agreements, or investment records.

Invoice or Contract: If the transfer is related to a business transaction, banks often require a
copy of the invoice or contract to verify the legitimacy of the payment.

Purpose of Payment: A written explanation or form detailing why the funds are being transferred.

Tax Compliance Documents: In some jurisdictions, especially for large transfers, tax clearance
certificates or declarations may be needed.
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Sanctions Screening Results: Banks may internally document that the parties involved are not
on any sanctions lists.

Enhanced Due Diligence (EDD) Documents: For high-risk clients or jurisdictions, additional
documentation like business registration certificates, financial statements, or ownership structures
may be required.

These requirements can vary depending on the country, the amount, and the nature of the transaction.

Here is a checklist or draft a compliance cover letter.

Compliance documentation for bank transfers varies significantly across countries due to differences in
financial regulations, risk tolerance, and enforcement priorities. Here’s how they typically differ:

1. Regulatory Thresholds

United States: Transfers over $10,000 must be reported under the Bank Secrecy Act (BSA), and
banks must retain detailed records for transfers above $3,000.

European Union: The EU’s AMLD (Anti-Money Laundering Directive) sets similar thresholds but
also emphasizes beneficial ownership transparency and cross-border cooperation.

Asia & Middle East: Some countries have stricter thresholds or require additional documentation
for outbound transfers, especially to high-risk jurisdictions.

2. Documentation Requirements

U.S. & Canada: Typically require government-issued ID, proof of address, and source of funds
for large or suspicious transfers.

EU: May also require documentation proving the economic rationale behind the transfer,
especially for corporate clients.

Developing Countries: Often require more extensive paperwork to combat capital flight and illicit
flows—such as tax clearance certificates or central bank approvals.

3. Sanctions & Screening

Countries like the U.S. and UK maintain extensive sanctions lists (e.g., OFAC, HM Treasury), and
banks must screen all parties involved in a transfer.

In contrast, some jurisdictions may have less stringent or differently prioritized sanctions regimes.

4. Data Privacy & Retention

EU (GDPR): Strong data protection laws limit how long banks can retain personal data.

U.S.: More flexible retention policies, but with strict access controls.

Compliance frameworks in the U.S. and the EU differ in philosophy, structure, and enforcement—
especially when it comes to financial transactions and data handling. Here's a breakdown of the key
contrasts:
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Regulatory Philosophy

e U.S.: Takes a rules-based approach—specific laws like the Bank Secrecy Act (BSA) and the USA
PATRIOT Act outline detailed requirements for financial institutions.

e EU: Favors a principles-based model—directives like the Anti-Money Laundering Directive
(AMLD) set broad standards that member states implement with some flexibility.

AML & KYC Requirements

o U.S.: Institutions must file Currency Transaction Reports (CTRs) for cash transactions over
$10,000 and Suspicious Activity Reports (SARs) for potentially illicit behavior. The definition of
“financial institution” is broad—even casinos are included.

e EU: Also mandates SARs and customer due diligence, but places more emphasis on beneficial
ownership transparency and risk-based assessments across member states.

Data Privacy & Retention

e U.S.: More lenient on data retention, allowing institutions to store personal and transaction data
longer for compliance and investigative purposes.

e EU: Under GDPR, data retention must be minimized and justified. Transfers of personal data
outside the EU (e.g., to the U.S.) require safeguards like Standard Contractual Clauses or
participation in the EU-U.S. Data Privacy Framework.

Enforcement & Penalties

e U.S.: Hefty fines and criminal charges are common for non-compliance, with agencies like
FinCEN and the SEC actively enforcing.

o EU: Enforcement varies by country, but penalties under GDPR and AMLD can be severe—
especially for data breaches or failure to identify high-risk clients.

In short, the U.S. leans toward prescriptive rules and aggressive enforcement, while the EU emphasizes
proportionality, privacy, and harmonization across borders. If you're navigating compliance in both
regions, | can help you map out a dual-compliance strategy. Want to explore that?

Navigating compliance in both the U.S. and EU it important to understand that each has its own rules,
expectations, and watchdogs. But with the right strategy, companies can stay balanced and even thrive.
Here's how:

1. Establish a Dual-Compliance Framework

Create a unified compliance program that maps both U.S. rules (like the BSA, PATRIOT Act, and OFAC
sanctions) and EU directives (like AMLD and GDPR). This ensures consistency while allowing for
regional customization.

2. Appoint Regional Compliance Leads

Have dedicated compliance officers or teams in both jurisdictions who understand local laws and can
coordinate cross-border efforts. Think of them as your regulatory translators.
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3. Implement Risk-Based Controls

Adopt a risk-based approach that aligns with EU expectations but also satisfies U.S. regulators’ demand
for detailed documentation and proactive monitoring.

4. Centralize Data Governance with Local Sensitivity

Use centralized systems for data tracking and reporting, but ensure GDPR-compliant data handling—
like anonymization, consent management, and data minimization—for EU customers.

5. Stay Ahead of Regulatory Changes

Both regions frequently update their frameworks. Subscribe to alerts from FIinCEN, SEC, EBA, and local
financial authorities. Regular training and policy updates are essential.

6. Leverage Technology

Use compliance tech tools that support multi-jurisdictional monitoring, automated screening (e.g., for
sanctions), and audit trails. Bonus points if they’re cloud-based and scalable.

7. Conduct Cross-Border Audits

Regular internal audits that assess compliance with both U.S. and EU standards can catch gaps early
and demonstrate diligence to regulators.

8. Document Everything

In the U.S., documentation is king. In the EU, it's the crown and the court. Keep detailed records of due
diligence, risk assessments, and customer onboarding processes.

USA and EU Cross Checklist

Banking and fintech are among the most regulated sectors, so having a solid compliance checklist is
essential. Here's a dual-region compliance checklist tailored for U.S. and EU operations in the banking
and fintech space:

1. Regulatory Licensing & Registration

o U.S.: Register with FInCEN, obtain state money transmitter licenses (MTLs), and partner with a
sponsor bank if needed.

o EU: Secure authorization from a National Competent Authority (e.g., BaFin, ACPR) under
PSD2 or MiCA (for crypto).

2. AML & KYC Compliance

e Implement risk-based customer due diligence (CDD).

e Screen against OFAC (U.S.) and EU sanctions lists.

e Maintain Suspicious Activity Report (SAR) protocols.

o Use PEP screening and beneficial ownership verification.
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3. Data Privacy & Security

e U.S.: Follow GLBA, CCPA (if applicable), and cybersecurity frameworks like NIST.
e EU: Comply with GDPR—ensure lawful basis for processing, data minimization, and cross-border
transfer safeguards.

4. Consumer Protection

e U.S.: Adhere to CFPB rules (e.g., Reg E, UDAAP).
o EU: Follow EBA guidelines on transparency, dispute resolution, and digital onboarding.

5. Operational Risk & Governance

¢ Appoint a Chief Compliance Officer.
o Establish a compliance committee and escalation protocols.
e Conduct annual risk assessments and internal audits.

6. Reporting & Recordkeeping

e U.S.: File CTR/SARSs, maintain transaction logs for 5+ years.
e EU: Retain AML records for at least 5 years; report to FIUs as required.

7. Third-Party & Vendor Risk

o Perform due diligence on partners and vendors.
¢ Include data processing agreements (DPAs) for GDPR compliance.
¢ Monitor outsourced services for regulatory alignment.

8. Training & Culture

e Conduct annual compliance training for all staff.

e Provide specialized training for high-risk roles (e.g., onboarding, fraud detection).

o Promote a speak-up culture for reporting concerns.
This checklist is a great starting point, but | can also help you turn it into a living document—complete
with timelines, ownership, and audit trails. Want to build that out together? Or dive deeper into one of
these areas?

Supplementary Data as compliance addendum

The <SupplementaryData> element in ISO 20022 is like a flexible sidecar—it lets you include extra
information that doesn’t fit neatly into the standard message structure, without breaking the schema or
requiring a formal update to the message definition.

Here’s how it’s typically used:

e Extensions: Financial institutions or market infrastructures can use it to add custom data fields that
are specific to their needs.
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e Backward compatibility: It helps bridge gaps between ISO 20022 and legacy systems by carrying
data that might otherwise be lost.

e Regulatory or compliance data: It’s often used to include additional details required by local
regulations or business practices.

The structure usually looks like this:
xml

<SupplementaryData>
<PlcAndNm>OptionalPlaceAndName</PlcAndNm>
<Envlp>
<YourCustomExtension>
<!-- Custom fields go here -->
</YourCustomExtension>
</Envlp>
</SupplementaryData>
The <Envlp> (envelope) element wraps your custom content, and <PlcAndNm> can be used to identify where
or how the data should be processed.

1. Proof of Identity and Address: For both sender and recipient, such as passports, national IDs, or
utility bills.

2. Source of Funds Declaration: A statement or documentation showing where the money is coming
from—Ilike salary slips, sale agreements, or investment records.

3. Invoice or Contract: If the transfer is related to a business transaction, banks often require a copy of
the invoice or contract to verify the legitimacy of the payment.

4. Purpose of Payment: A written explanation or form detailing why the funds are being transferred.

5. Tax Compliance Documents: In some jurisdictions, especially for large transfers, tax clearance
certificates or declarations may be needed.

6. Sanctions Screening Results: Banks may internally document that the parties involved are not on
any sanctions lists.

7. Enhanced Due Diligence (EDD) Documents: For high-risk clients or jurisdictions, additional
documentation like business registration certificates, financial statements, or ownership structures
may be required.

Definitions of Account —Section 229.2
Regulation CC Availability of Funds and Collection of Checks

For purposes of subparts B and C, an account is a “deposit” (as defined in the Board’s Regulation D, in 12
CFR 204.2(a)(1)(i)) that is a “transaction account” (as defined in 12 CFR 204.2(e)). “Account” encompasses
consumer and corporate accounts and includes accounts from which the account holder is permitted to
make transfers or withdrawals by any of the following:

o Negotiable instrument
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° Payment order of withdrawal
° Telephone transfer
° Electronic payment

For purposes of subpart B, “account” does not include accounts for which the account holder is a bank, an
office of a bank or foreign bank that is located outside the United States, or the Treasury of the United States.
For purposes of subpart D, “account” means any deposit at a bank, including a demand deposit or other
transaction account and a savings deposit or other time deposit. Many deposits that are not accounts for
purposes of the other subparts of Regulation CC, such as savings deposits, are accounts for purposes of
subpart D.

Bank

The term bank refers to Federal Deposit Insurance Corporation insured banks, mutual savings banks, savings
banks, and savings associations; federally insured credit unions; non-federally insured banks, credit unions,
and thrift institutions; agencies and branches of foreign banks; and Federal Home Loan Bank (FHLB)
members.

For purposes of subparts C and D, “bank’ also includes any person engaged in the business of banking,
Federal Reserve Banks, FHLBs, andstate and local governments to the extent that the government unit pays
checks.

For purposes of subpart D only, “bank’ also refers to the U.S. Treasury and the USPS to the extent that they
act as payors.

The term paying bank applies to any bank at which or through which a check is payable and to which it is sent
for payment or collection. For purposes of subpart D, “paying bank’ also includes the U.S. Treasury and the
USPS. The term also includes Federal Reserve Banks, FHLBs, state and local governments, and, if the check
is not payable by a bank, the bank through which a check is payable.

A reconverting bank is the bank that creates a substitute check or is the first bank to transfer or present a
substitute check to another party.

Automatic (or Automated) Hold Policies

12CFR 8§ 229.10 Next-day availability.
Cash deposits.

(1) A bank shall make funds deposited in an account by cash available for withdrawal not later than the
business day after the banking day on which the cash is deposited, if the deposit is made in person to an
employee of the depositary bank.

(2) A bank shall make funds deposited in an account by cash available for withdrawal not later than the
second business day after the banking day on which the cash is deposited, if the depositis not made in
person to an employee of the depositary bank.


https://www.ecfr.gov/current/title-12/chapter-II/subchapter-A/part-229/subpart-B/section-229.10
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(b) Electronic payments —

(1) In general. A bank shall make funds received for deposit in an account by an electronic payment available
for withdrawal not later than the business day after the banking day on which the bank received the electronic
payment.

(2) When an electronic payment is received. An electronic payment is received when the bank receiving the
payment has received both—

(i) Payment in actually and finally collected funds; and
(ii) Information on the account and amount to be credited.

A bank receives an electronic payment only to the extent that the bank has received payment in actually and
finally collected funds.

Large Deposits (Deposits over $5,000) Exceptions. (§ 229.13(b))

A depositary bank may extend hold schedules when deposits other than cash or electronic payments exceed
$5,000 on any one day. A hold may be applied to the amount in excess of $5,000. To apply the rule, the
depositary bank may aggregate deposits made to multiple accounts held by the same customer, even if the
customer is not the sole owner of the accounts.


https://www.ecfr.gov/current/title-12/chapter-II/subchapter-A/part-229/subpart-B/section-229.13

