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ABSTRACT

Thisstudyaimstoassesstheapplicationofnationalbankprincipleson Anti-Money

LaunderinginbankofAbyssinia.Purposivesamplingtechniquewaschosentoget

therequiredsamplesize.Datagatheredwereanalyzedbasedon57responsesand

additionalinterviewee.Descriptive research design was employed along with

qualitativeresearchapproach.Thestudyusespercentage,frequencyandmeansto

analyzed thecollected data.Theresultindicatesthateventhoughbankshave

compliancedepartmentwhohaverelevantcompetenceandauthoritytooverseethe

bank’sAnti-MoneyLaunderingorCombatingFinancingofTerrorism compliance

program,banks did not communicate the Anti-Money Laundering policies,

proceduresandmanuals.BankofAbyssiniahadinternalauditfunctiontoassess

anti-moneylaunderingandsanctionsandpractices,buttheydonothaveother

independentthirdpartytoauditandassessmoneylaundering.Theabsenceof

nationalidentity(ID)card forcustomers,no renewed identity(ID)and thelaw

concerningKnowYourCustomer(KYC)requirementsandotherpreventivemeasures

sufferdifficultyandsuchgapscreateasuitablegroundformoneylaunderersto

exploitthebankingsystem.Thestudyrecommendsthatbanksstrictlyfollowsthe

nationalbankpolicyandtoimplementittheirongoingservicesandpoliciesofbank

topracticesandapplyitwithinthebanksinordertohavethatbankofAbyssinia

have build a strong Know YourCustomer(KYC)departmentand maintain the

effectiveofthecompliancedepartmenttoidentifyandtracemoneylaundryand

suspicioustransaction.

Keywords: Anti-Money Laundering, Financing of Terrorism, National Bank

Principles,BankofAbyssinia



12

Chapter-One

1 Introduction

1.1 Backgroundofthestudy

AsofDobrowolskiandSulkowski(2019)themoneylaunderingprocesshasalong

history,howeverhasdevelop and adapted to modern society,globalization,and

digitaltransformation,causing main damageto citizens,companies,and states,

appropriateacatalystforillegalactions(terrorism,fraud,andcorruption)thatleadto

decreasing integrity and transparency,and creating a extensive need ofself-

assuranceinmarkets.Themoneylaunderingoperationentailtheunlawfulactof

hidingmoneyfrom illicitactivitiesandturningitintolegitimatemoney(Le-Khacetal.,

2016;Nazriet.al,2019),thuschangingtheclandestinenatureofmoney.Hetemiet.

Al(2018)recognizedthatMListhetransformingprocessthroughwhichdirty,illegal

moneyappearstobewhiteandclean.AccordingtotheFinancialActionTaskForce

(FATF,2020),themoneylaunderingfactentailmoneylaunderingbyadaptingillegal

profitsinordertohidethetrueoriginoffraud,corruption,prostitution,illegalsaleof

weapons,andothers,andtheIMFandUNODC(2005)statethatthisprocedureis

carriedoutbyanindividualwhodissimulatesorcovertheillegaloriginofincomein

ordertomakethefeelingthatitisderivedfrom legalsources.

Ethiopiaisundertakeaperiodofveryrapideconomicgrowth,whichisexpectedto

lastforanumberofyears(Tuemayand James,2012).Itsmonetaryscheme,

extendedclosedtoexternalinvestmentandcontrolledbythestate,isgradually

liberalizing,asareotherelementsoftheeconomy.Thisdevelopmentisraising

possibilityforcorruptionandmoneylaunderinglinkedtotrafficking,commercial

fraud,taxevasion,andothercriminalconduct.Asaresult,Ethiopiaisatherealong

withthosecountriesofthemajorityconcerntotheglobalcommunityonAnti-Money

Laundering(AML)orCombatingFinancingofTerrorism(CFT)subject,asreflectby
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theongoingconcentrationoftheFinancialActionTaskForce(FATF),whichcontinue

tostateconcernaboutEthiopia‘sAML/CFTpreparations.Thisappearsincreasingly

topresagepotentialactionsbysomeFATFmembersrecommendingthatfinancial

institutionsbasedinthosecountriesceasebusinesswithEthiopia.Anysuchact

could rapidlyand severelyinterruptEthiopian trade association and economic

growth.Providentially,there are symbols thatthe seniorEthiopian leadership

recognizesthesehazards.

Thepresent-dayBankofAbyssiniawasestablishedonFebruary15,1996(90yearsto

thedayafterthefirstbankwasestablished)withasubscribedcapitalofBirr25

million,anauthorizedcapitalofBirr50millionandapaid-upcapitalofBirr25million.

Thebankhassinceregisteredtremendousgrowth.Forinstance,asofJune2006,its

totalassethasreachedBirr3.0billion,whereasitssubscribed,authorized,andpaid-

upcapitalhasgoneuptoBirr265million,530millionand265million,respectively.

The bank now boasts 741 branches and over10916 employees and,most

importantly,aboutover150,000customers-whichisnomeanfeat,consideringthe

factthatitisonlytenyearsold.

AccordingtopolicybytheMinistryofPeace(MoP,2016),Ethiopiaiscommittedin

combatinML/TFandhasadoptedawholeofgovernmentapproach(compromising

differentministriesandsectors).Anditstatesthatfrom anassessmentdonein

2016 byNationalriskassessmenttheoverallriskofML/TFwasmedium and

medium high.Thehigh-levelcrimeidentifiedincluded:corruption,taxfraud,illegal

Hawala,goodsmuggling,humantraffickingetc.

ThisstudyaimedinexploringtheapplicationofNationalBankPrinciplesonAMLin

privatecommercialbankstakingBOAasacasestudy.Thestudiesmainlyfocuson

theimpactofAnt-MoneyLaundry(AML)principlesonBOAoperation.Theremaining

partofthischapterpresents;1)Problem statement,2)ResearchQuestions,3)

ResearchObjectives,4)scopeandlimitationsofthestudy,andothers.
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1.2 StatementofProblem

In Ethiopia,NationalBank exercises controloverthe banking sectorthrough

issuanceofdirectivespertainingformationandoperationofabankingbusiness.

Mostofthedirectivesonoperationaim atreducingriskofliquidityandsolvencyin

thebankingsystem.NationalBankEthiopiadirectivesareissuedaspartofthe

centralbank’sconductofmonetarypolicyandsomeareissuedtoensurethatthe

sectorplaysadequateroleinchannelingfundstoprioritysectorsoftheeconomy.

Banksaremainlyconcernedwithacceptingdepositsforthepurposeoflendingor

investment.Inanycountry’seconomy,therearepeopleandinstitutionswithsurplus

fundswhichtheydonotrequirefortheirimmediateuseandwishtoplacethese

surplusfundsinaninstitutionbothforsecurityandalsotogainsomeincomebyway

ofinterest.Thisinstitutionwouldthenlendthemoneytotheultimateborrowersat

aninterestratehigherthanwhattheypaytotheirdepositors(Leouleseged&Teferi

2002).

Priorstudies underline the principles issued by nationalbank (the regulatory

authorityoffinancialsector)wouldhavebothpositiveandadverseimpactonthe

operation ofcommercialbanks.The directives issued bynationalbank affect

performanceandliquidityofcommercialbanks(Yesuf,2016).

Biniam (2011)reasonedthatbecauseofEthiopia‘seconomyishighlycash-based;

therearesomevulnerableinstitutionswhoseservicesareexploitedbylaunderers.

Banksareamongsttheseinstitutions,andtheyarefrequentlyinthefrontlinein

controlling againstillicitmoney movements.The authorargued thatmoney

laundering impairs the developmentof financialinstitutions because money

laundering erodes financialinstitutions themselves and then would lead for

corruption bycriminalelements.The Eastern and Southern Africa Anti-Money

LaunderingGroup(ESAAMLG,2021)follow upreportconfirmedthatEthiopiahas

been in an enhanced follow up process following the adoption ofits mutual

evaluationreportin2015.

However,asofthereporttheauthoritiescouldnotshowthelistofentities/sectors

from wherecompliancemanagerscameand consequentlyitwasnotlikelyto
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determinewhetherthatcoveredallormostofthereportingentities.Furthermore,the

reportconfirmedthatlimitationsareobservedontheadoptionandimplementation

ofAMLrequirementsaspertheFinancialIntelligenceCenterandFinancialAction

TaskForce(FATF)requirementsamongcommercialbanksinEthiopia.Thisinitiated

tofurtherexaminetheeffectivenessofbanksincombatingmoneylaundering.

However,previousstudieshavemanylimitationstobefilled.Firstly,almostall

previousstudiesusesecondarydataandeconometricsmodeltoshowtheimpactof

NBEprinciplesandDirectivesoncommercialbanks.Second,theyconcentrateon

examiningNBEdirectivesonperformanceorliquidity.Third,theydidnotexaminethe

impactofNBEprinciplesontheoperationsofprivatecommercialbanks.Moreover,

theyfocusonasingleelementasthesolefactororforcreatingimpact.Thus,the

presentstudyfilltheabovementionedgapsbyusingqualitativedatafrom aspecific

banksandextendthesubjectbyconsideringNBEdirectivessuchascompliance,

AML,internalauditorandotherrequirements.Thisstudytrytoinvestigateandasses

thepracticesofemployeesofbankofAbyssiniahavegoodcultureinKYC and

trackingSuspicionstransactionbyapplyingtheNationalBankPrinciplesOnAnti-

MoneyLaunderinganddischargetheirresponsibilityandduties.

1.3 ResearchQuestions

Inlinewiththeabovementionedproblemsandresearchgaps,thefollowingresearch

questionswereformulatedandaddressed.

1.DoestheBankofAbyssiniahaveagoodcultureofinpracticesprinciple

ofNationalbankrelatedtoKYCandAML?

2.To assess the employees are carrying out their roles and

responsibilitiesindetermineSuspicionstransaction?

3.ToassessBOAimplementKYCandAMLrequirementssetbyNBE?

4.ToassessBOApracticeinternalauditrequirementsrelatedtodetecting

AMLpracticessetbyNBE?

5.DoesBOAprovideadequatetrainingtoemployeesonKYCandAML?

6.Toexaminethebankcompliancesdepartmentisdischargingitsroles
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andresponsibilities?

1.4 ObjectiveoftheStudy

1.4.1Generalobjectives

Themainobjectiveofthestudyisto assesstheapplicationofNationalBank

PrinciplesrelatedtoAnti-moneylaunderinginBankofAbyssinia.

1.4.2Specificobjectives

The studyaddressed the following specificobjectivesdrawn from the general

objective.

 ToknowwhethertheBankofAbyssiniadevelopsagoodcultureinpractices

principleofnationalbank.

 Toinvestigatewhetherthecompliancedepartmentisdischargingitsroles

andresponsibilities.

 ToassesswhethertheemployeesworkinginactivitiesrelatedtoAMLand

KYCsatisfyqualificationandtrainingrequiredandtofurtherexplorewhether

rightsoftheseemployeesandmanagersareprotected.

 ToinvestigatewhetherthebankofAbyssiniaisdischargingtheirrolesand

responsibilitiesinidentifyingSuspicionstransaction.

 ToassessBOAimplementKYCandAMLrequirementssetbyNBE.

 ToevaluateBOApracticeinternalauditrequirementsrelatedtodetectingAML

practicessetbyNBE.

1.5 SignificanceoftheStudy

Thesignificanceofthisstudy,itgivesalightforpolicymakersandregulatorybodies

inassessingthelegalframeworksandpolicyandproceduresonnationalbank
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regulationandimplementationoftheservices. Italso helpsotherresearcherswho

plantomakeafutureresearchonthissubjectinthefutureandpeoplethatrequire

thisspecificdata,willunderstandandcrossexaminethetheoriespracticesof

NationalBank Principles in Bank ofAbyssinia ,and itwill provide additional

information’sforbankmanagersandhelpthem toreview theirstrategies’thatare

currentlybeingused.Althoughtherecommendationswouldbedirectlyapplicableto

theBankofAbyssinia,therecommendationscouldalsobeindirectlyapplicableto

otherprivetcommercialbanksinthecountryThegeneralsignificanceofthisstudy

overallistoprovidehelpfordecisionmakersinaddressingtheproblemsbybroad

directs.

1.6 ScopeoftheStudy

Theresearcherbelievesthatit’sappropriatetoconductthestudyinlargescale.

However,thelimitedtimeandotherresourcesdonotallow doingso.Hence,the

studyconfinedonlytoBOAtheconceptualscopeofthestudywastherefore,limited

toexaminetheextenttowhichtheNBEprinciplesareappliedinthisBankof

Abyssinia.

AlthoughtheCompanyprovidesvariouslinesofservicesandoperatesthroughout

thecountry,thescopeofthisstudyisconfinedtotheEastDistrictoffice(EDO),

specificallytheheadofficedepartmentsand 2Branchoffices;BoleCorporate

BranchandUraelBranchallsituatedwithintheEastdistrictinAddisAbaba.Based

onthehomogeneityofeachbrancheslikecontentsofthejobs,Uniformity,job

required,Numberofstaff,Servicedeliveryandotherissuestheresearcheraschosen

the mentioned 2 branches to be representative.Because ofthe geographic

constraints,thoseemployeesworkingintheoutlyingareasandoutsideAddisAbaba

arenotconsideredinthisstudy.

1.7 LimitationsoftheStudy 

Itisquiteknownthatanystudyisnotabsolutelyfreefrom limitations.Asaresult,

thisstudyconductedwithsomesortoflimitations.Theresearchercouldfacewith

manyproblemswhich,infact,mayaffectthequalityofthestudy.Thefollowingare
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amongothers:

 GettingrelevantliteratureonmoneylaunderinginEthiopia’sbankingsector.

 Thehesitationofthebankstofillthequestionnaire.

 Eastdistrictselectedbranchstaffsandcomplianceofficestaffshavebeen

consideredforthisstudyandthisresearchcouldnotincludetheopinionof

otherofficersinthebanks.

1.8 OrganizationofthePaper

Thesecondchaptercontainedreview ofrelatedliterature.Chapterthreedealtwith

methodologyofthestudy.Chapterfouralsofocusedonanalysisandinterpretation

ofthe data collected through questionnaire and interview.Finally summary,

conclusionandrecommendationofthestudyisgiveninchapterfive.
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ChapterTwo

2 ReviewoftheRelatedLiterature

Thisstudyexaminestheapplication oftheNationalbankprinciplein Bankof

Abyssiniaasshapedbyitspracticesoftheprinciplesvis-à-visthefactorsthataffect

thelatter.Itisthusimportanttodiscussthetheoriesthatform thefoundationof

thesetwomajorconceptstobeutilizedinthisresearch.

2.1 Theoreticalframework

Nationalbankprinciplesisnotnew asaconcept,althoughitismorepronounced

thesetimesduetotheincreasedattentiongivenbyorganizationsandgovernments

inbothdevelopinganddevelopednationsespeciallyinrelationtofightingcorruption.

Regulationisdefinedasthepublicadministrativepolicingofprivateactivitiesbased

onasetofrulesthatweredevelopedinthepublicinterest.Thustheprocess

consistsofintentionalrestrictionsoverasubject’schoicecoursesofoperationsby

anentitynotdirectlyinvolvedinthatactivity.Whenthedefinitionisappliedtothe

financialsystem,itistermedfinancialregulationandreferstoaprocessinwhich

thereisamonitoringofthefinancialinstitutionsbyabodythatisdirectedbythe

governmentinanefforttoachievemacroeconomicgoalsthroughmonetarypolicies

aswellasothermeasurespermissiblebylaw.Thusregulationsareconcerned,they

mustbeextensivelyconsideredandskillfullyadministeredbecauseinappropriateor

ineffective regulatory measures results in catastrophic economic problems

(GreenidgeandBrowne,2000).

Accordingly,duringthepasttwoandhalfdecadesthefocuswasonattentiontothe

applicationoftheprinciplesofnationalbank inbanksasaresultoftherapid

developmentsin financialmarketsand theglobalization offinancialflowsand



20

technologicalprogress,whichledtothepressuresofanincreasingcompetition

betweenbanksandnon-bank,alsoledtoarapidgrowthinthefinancialmarketsand

awidevarietyoffinancialinstrumentstobanks,whichincreasedtheimportanceof

risk measurementand managementand control,which requires continuous

innovation to business and ways ofmanaging risk and change the laws and

surveillancesystemssoastomaintaintheintegrityandstrengthofthebanking

system.Sincebanksdifferfrom otherinstitutionsbecausethecollapseofbanks

affectawidercircleofstakeholdersresultinginaweakfinancialsystem itselfwhich

leadtoadverseeffectsontheasawhole,placingaspecialresponsibilitytothe

membersoftheboardofdirectors(Ibid,2006).

2.1.1Moneylaundering

Moneylaunderingcanbedefinedinadifferentways.Mostcountriessubscribeto

thedefinitionadoptedbytheUnitedNationsConventionAgainstLlicitTrafficin

NarcoticDrugsandSubstances(1988)(ViennaConvention)andtheUnitedNations

Convention AgainstTransnationalOrganized Crime (2000).The conversion or

transferofproperty,knowingthatsuchpropertyisderivedfrom any(drugtrafficking)

offenseoroffensesorfrom anactofcontributioninsuchoffenseoroffenses,for

thereasonofconcealingorcovertheillicitoriginofthepropertyorofassistingany

personwhoisinvolvedinthecommissionofsuchasoffenseoroffensestoevade

thelegalconsequencesofhisactions.

Moneylaundering(ML)hasseveraldefinitionsworldwide.Asaworkingdefinition,

moneylaundering activityrefersto aprocessoftransforming theproceedsof

criminalityintoseeminglylegitimatefunds.Thestandarddefinitionandconceptof

moneylaundering assumesessentialcriminalengagementrelated to organized

crimeactivities,eventhepossiblepresenceofprofessionallaunderers(Levy,2003).

AccordingtotheUNOfficeonDrugsandCrime(UNTOC,2000)(PalermoConvention

),moneylaundering can be defined as the process ofconverting illegitimately

obtainedproceedsintoseeminglylegitimatelyobtainedproceedsbyconcealingor

disguisingthetruenatureandSource,location,andownershipofillicitlyobtained
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proceed.

TherearethreestagesinMoneylaundering:placement,layering,andintegration.The

firststageisPlacement,whichinvolvesthedepositoffundsinfinancialinstitutions

ortheconversionofcashintonegotiableinstruments.Thesecondstagewhichis

calledLayeringinvolvesthewiretransferoffundsthroughaseriesofaccounts

throughthefinancialsystem inanattempttohidethetrueoriginsofthefunds.The

finalstageisIntegration,thestepinwhichmixingtheill-gottenproceedsintothe

economyasalegitimatelyacquiredmoney(Chattan,2009).

Moneylaunderingandthefinancingofterrorism maybeseenasdistinctactivities

butlaunderingofcriminalfundsaimsatgivingalegalappearancetodirtymoney,

whereasthelaunderingofterroristfundsaimsatobscuringassetsofalegalorigin

(suchaspublicfundingorso-calledcharities).Thisdistinctionisuseless,however,

sincetheobjectiveofpublicpoliciesisnottoaddresstheissueoftheprocessingof

illegalfunds,butthefundsthemselvesandtheorganizationsbehindthem.Inthis

regard,criminalassetsandterroristassetsrepresentthesamethreatstofinancial

systemsandpublicinstitutions,anditisclearthatthestrategiesdesignedtofight

criminalswhentheychanneltheirfundsthroughfinancialsystemsmayapplywith

thesamesuccessincombatingterroristfinancingcases(Thony,2000).

AccordingtoEthiopiaAMLreport(2017)Ethiopiaishighlycommittedtocombating

moneylaunderingandterroristfinancing(ML/TF)activitiesandassociatedpredicate

offenses.Thesecrimesthreatenthesafetyofthesociety,theintegrityoffinancial

system,andthestabilityoftheeconomy.Ethiopiathereforeadoptsawholeof

governmentapproachtoprevent,detect,investigate,supervise,suppress,convict,

Freeze,seize,confiscate,cooperateandtakeallnecessaryactionagainstML/TFand

associatedPredicateoffenses(MOP).

2.1.2.MethodsofMoneyLaundering

StructuringofMoney

Thismethod entailsthedivision oflargeamountsofcash,which need to be



22

laundered,intosmalleramounts.Eachdividedamountisthentransferred,through

money orders,online transactions,cash deposits,etc.,to foreign banks.The

nontaxablesum,whichcanbelegallytraveledwith,canalsobetakentotheforeign

countrybytravelinglegitimately.Theschemeofdividingasum ofmoneyinto

smallerportionsandtransferringtheportionsisalsotermedsurfing.Itgenerally

includesthefirststageofmoneylaunderingtheplacementoffundsinforeign

banks—eitherthroughonlinetransfers,wiretransfers,moneyordering,ortravelingas

agroupbutpretendingtobeindividuals,witheachpersonhavingthemaximum but

differentamountofcashtolegallytravelwith(BusinessCrimeSolutions,2017).

Launderingthroughtrade

Moneylaunderingthroughtradehappenswheninvoicesareeitherundervaluedor

overvalued,dependinguponthecashinflow/outfloworcosts,respectively.Traders

oftenaccomplishthisbyprovidingfakeinvoicesandaccounts(BusinessCrime

Solutions,2017).

Smuggling

Thismethodinvolvestakingbulkcashtoaforeigncountrybydeceivingtheairportor

borderauthoritiesoftheactualamountofmoneybeingdisplaced.Thisamountis

thendepositedintoabankofthatforeigncountry,wherethemoneylaunderinglaws

mightbeweakerornotstrictlyenforced.Thisisconsideredtobethemostcommon

methodofmoneylaundering(BusinessCrimeSolutions,2017).

2.2. RegulationandSupervisionofBanks

Bankingcrises,rapidstructuralchange,andthecontinuingglobalizationofbanking

havelednationalandmultilateralpolicymakerstofocusincreasedattentiononthe

crucialroleofbankingsupervision.Thisfocusisreinforcedbythefactthat“oneof

theimportant[international]trendshasbeen,andcontinuestobe,amoveawayfrom

regulationandtowardssupervision.”Policydiscussionsspecificallyfocusonseveral
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issuesthatmustbeaddressedinestablishingandmaintainingeffectivesupervision,

includingwhoshouldsupervisebanks,i.e.,the“structure”ofbanksupervision.Three

issuesforpolicymakerstoaddresswithrespecttothestructureofbanksupervision

arewhetherthereshouldbeasinglebanksupervisoryauthority,ormultiplebank

supervisors;whetherthecentralbankshouldplayaroleinbanksupervision;and

whetherthe supervisorresponsible forthe banking industryshould also have

responsibilityforotherfinancialservices,inparticularthesecuritiesandinsurance

industries.Howtheseissuesareaddressedisimportantbecausepoliciesthatfailto

provide foran appropriate bank supervisory framework may undermine bank

performanceandevenleadtofull-scalebankingcrises(Barth,2008).

Thesmoothandstableactivitiesofthefinancialsectorhavebecomeabasisfor

successful economic policy and global cooperation worldwide. The BCBS

contributedthreeimportantpapersontheissueofAMLmeasures.Theseare:Core

PrinciplesforEffectiveBankingSupervision(1997),thePreventionoftheCrimeUse

ofthe Banking System forthe Purpose ofMoney –Laundering (1998),Core

PrinciplesMethodology(1999),andCustomerDueDiligenceforBanks(2001).

Thefocusofthesepaperswere,significantprincipleswhichseektoensurethat

banksarenotusedtoconcealorlegitimizetheprofitsofcrime;setstandardforthe

evaluationoftheadequacyofKYCrequirements,suspicioustransactionreporting,

exchangeofinformationwithlawenforcementagenciesbothlocalandinternational;

significance ofmanaging operationalrisk and improving internalcontrols and

corporategovernancewerealsoincorporated(Basel,2001).

Mitchetal.(2007)suggestsbankingcrisesarelesslikelytooccurincountries

implementing greaterregulated disclosures and transparencies.Transparency-

stabilitytheorysuggeststhatgreaterdisclosureandgreatertransparencyfacilitates

efficientresource allocation by reducing informationalasymmetry.Assuming

accountinginformationasapublicgood(WattsandZimmerman,1986)andcentral

banksarefundedbyconscriptedtaxpayersandinvestors,andthencentralbanks

couldreasonablyproduceextensivedisclosurestosatisfytheinformationalneedsof

thepublic.Thisnotionfliesinthefaceoftransparency-fragilitytheory,whichstates
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thatgreaterdisclosuremayindicatewidespreadproblemsinthebankingsystem.

Consequently,thissituationcould createnegativeexternalities,suchasrunson

moneyandconcernsregardingthefinancialsystemsvulnerability(Murithi,2013).

Thus,EthiopiahasenactedtheAnti-MoneyLaunderingLaw whichiscalled“The

Prevention and Suppression ofMoneyLaundering and Financing ofTerrorism

(ProclamationNo.780/2013)”,DuediligenceDirectiveNo.01/2014andestablished

theFinancialIntelligenceCentre(FIC)asanauthorizedgovernmentbodyinfighting

moneylaundering.

2.2.1.Internalarrangementofbank

Automatedsystem ofmonitoring

Thebanksneedtoelectronicdataprocessingsoftwareandsystemstohelpto

provideforreportsthatsummarizethetransactions,customerwiseforeffective

monitoringandaskforproperinhouseauthorizationtobooksuchtransaction.

AccordingtoBaselCommitteeonBankingSupervision(2006)whenanewcustomer

isnon-resident,specialattentionshouldbeexercised.Provision23oftheBasel

CommitteeCDDforbanksreads:Banksshould̳documentandenforcepoliciesof

identificationforcustomersandthoseactingontheirbehalf‘.Thebestdocuments

forverifyingarethosemostdifficulttoobtainillicitlyandtocounterfeit.Special

attentionshouldbeexercisedinthecaseofnon-residentcustomersandinnocase

shouldabankshort-circuitidentityproceduresjustbecausethenew customeris

unabletopresenthimselfforinterview.Thebankshouldalwaysaskitselfwhythe

customerhaschosentoopenanaccountinaforeignjurisdiction.

Training

Customerdealingstaffatthebranches,Zonal/Regionaloffices,andatheadoffices

mustbeawareofthepresenttrendsinmoneylaundering.TheBankofAbyssinia
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shouldadoptsuchpolicieswhichprotectthem againstthismenaceindependent

largelyonthelevelofalertnessofitsfrontlinecustomerdealingstaff.Iftheycan

identifyfinancialcrimeattheirlevel,thebankcouldbesavedfrom themachinations

ofmoneylaundering.Therefore,stafftraininginimplementingpreventivemeasure

shouldbegivenimportance.Whentheyopenaccountanycustomertheyshouldbe

acceptaccount/truncationsundertheBankofAbyssiniapolicy,andtheyfollowthe

locallaw/regulationgoverningopeningofaccountsandtheiruse.BankofAbyssinia

changethemoneylaunderinglaw anditcomplianceandregulatoryrequirementof

moneylaunderingpreventionanddeduction.

Recordkeeping

Complete record ofinward and outward remittances,both business and non-

businessform thedateofoperatingoftheaccountmustbemaintainedforthe

periodspecifiedbylocallawandorapplicablebankingregulations.Therecordmust

bemaintained in amannerthatitissecured againsttheftofdestructionsby

elements,anditsretrievaliseasy.

Dormantaccounts

The branch manager,oran office designated ofthe purpose,mustvalidate

transactionsindormantorinoperativeaccounts.Priortopermittingoperationsin

suchaccounts,reasonsfortheaccountsremainingdormantmustbeascertained

from theconcernedcustomers,andprocedureforpermittingoperationindormant

accountsstipulatedbycontrollingofficemustbecompliedwith.

Remittances

Remittingandreceivingfundsistheeasiestroutethatmoneylaunderingadopt.

Attentionmustthereforebepaidtotheoriginanddestinationofallinwardand

outward remittance.Theirperiodic review is necessary to establish particular

patternsthatmayindicatelargesumscominginorgoingout.Sourceoffundsand

theidentityofremitterbeneficiaryshouldbeestablishedtodeterminewhethersome

customersareindulginginmoneylaundering.BankofAbyssiniamustintroduce
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measurestoidentifymoneylaunderingactivates.BankofAbyssinia shouldidentity

ofthefirstbankthatacceptedthepaymentinstructionfrom anon-bank,notethis

informationonadataretrievalsystem,andretainitforreferralpurposeduringthe

periodinwhichthepaymentisprocessedbythreeorfourinterveningBankof

Abyssiniautileitspaymenttothebeneficiary.

Cashtransactions

More attention mustbe given to large and frequenttransactions in customer

accounts,whetherdepositsorwithdrawals,incashorthroughbearerinstrumentsor

travelerscheques.Accountsinwhichthistypeofactivityprogressivelyincreasesin

volumeshould,preferablybeclosed.

2.2.2.ThreemeasurementbanksapplyingtheNationalbankprinciples

 KnowYourCustomer

 Respondentsbanking

 Suspicionstransaction

2.2.2.1.KnowyourCustomer

TheNationalBankofEthiopia(NBE)hasintroducedandappliedCustomerDue

Diligence(CDD)standardsacrossallbanksandsupervisesthefinancialsectors

compliance activities as required bythe AML law and related legislation.The

charitiesandsocietiesproclamationnumber621andregulationnumber168,both

enactedin2009,requirecharitiesandsocietiestoregisterwithcentralauthority,

expose theirfunding sources,submitprofile oftheirofficers,and audittheir

transactionaspartofitsongoingAML/CFTefforts(Tuemay,2013).

AsoundKnowYourCustomer(KYC)policyiscrucialforBankofAbyssinia,notonly

tomeetthelegalrequirementsundertheMoneyLaunderinglegislation,butalsoin

termsofidentifying businessrisk.To be effective a KYC policymustinclude
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proactivemonitoring ofcustomers’accounts.Itisnotsufficientto know your

customerwhenhecommencesbusinesswithBankofAbyssinia;bankhaveto

maintainactivemonitoringoftherelationship.Know yourcustomer(KYC)policies

areabankofAbyssiniamosteffectiveweaponagainstbeingusedformoney

laundering.KnowingthecustomerincludingdepositorsandotherusersofBankof

Abyssinia services,requiring appropriate identification,and being alters to

transactionsthatseem outofcharacterforthecustomer,orthosethatappear

suspicious,canhelppreventandoftendetectmoneylaundering.Apolicytailoredto

theBankofAbyssiniacustomer’sbase,businessnicheandoperationoffersthe

followingadvantages:

ThesalientfeaturesonKYC

 Banksensuretheidentityoftheaccountholders;throughthis,Bankof

Abyssinia getmore appropriate information aboutthe nature ofthe

customerbusinesses.E.g.oftheprospectivecustomer.

 BankofAbyssiniainstitutionmoreawarethemoneylaunderingcrimes,

andshoulddevelopthepoliciesandproceduretominimizetherisk.Help

detectsuspiciousactivityinthetimelymanner.

 Promotescompliancewithbankinglaws.

 Bank of Abyssinia should also undertake customer due diligence

measures,

include identifying and verifying of walk in customer conducting

transaction

aboveanappropriatelimittobeprescribebytheStateBankofEthiopian.

 Bank of Abyssinia shallmaintain record of both domestic and

international

transactioninasystematicmannerandtheserecordkeepinhandupto5

year.

 BankofAbyssinianeedsKYCcomplianceunitfullinhand,needtohave

effectivemonitoringandMISandproperrecordofcustomeridentification.
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 MinimizestheriskthatBankofAbyssiniawillbeusedforillicitactivates.

 Reducestheriskofseizureandforfeitureofcustomer’sloancollateral.

 ProtectstheBankofAbyssiniareputation.

Itisneitherpracticalnorpossibletomakealistofallthecriminalactivitiesofbeing

usedasaguideofrejectingacustomer,ortoensurewithtotalcertaintythat

transactionsonbehalfoftheBankofAbyssiniacustomersthatcouldimplicatethe

BankofAbyssiniainmoneylaundering,couldbeavoided.

Inordertoverifythelegalityoftheentitythefinancialinstitutionshouldcollectthe

followinginformationfrom thepotentialcustomer(WB,2004).

1.Nameandlegalform ofcustomer‘sorganizations

2.Address;

3.Namesofthedirectors;

4. Principalownersorbeneficiaries;

5. Provisionsregulatingthepowertobindtheorganization;

6.Agent(s)actingonbehalfoftheorganization;and

7.Accountnumber(ifapplicable).

KYCfortheexistingaccounts

WhiletheKYCguidelineswillapplytoallnewcustomersaccount,sameKYCpolicy

wouldapplytotheexistingcustomer’saccount,formonitoringtherisk.However,

transactionsinexistingcustomersaccountwouldbecontinuouslymonitoredforany

unusualpatternintheoperationofthecustomer’saccount.Basedonmaterialityand

risk the existing accounts of companies,firms,trusts,charities,religious

organizationsandotherinstitutionsaresubjectedtominimum KYCstandards,which

wouldestablishtheidentityofthenatural/legalpersonandthoseofthebeneficial

owners.Similarly,theBankofAbyssiniawillalsoensurethatterm/recurringdeposit
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accountsaresubjecttorevisedKYC proceduresatthetimeofrenewalofthe

depositsbasedonmaterialityandrisk.

2.2.2.2.Correspondentbanking

Bank of Abyssinia shallneed to collect sufficient information about their

correspondentbanks,andunderstandfullyitsnatureofbusinessforprotectionof

moneylaundering.BankofAbyssiniamustconsidertherolewhentheyenterany

relationshipwithothercorrespondentbanksthatasfollow:WhenBankofAbyssinia

entertoanyrelationshipwithothercorrespondentbanktheyshouldfollow “know

yourcustomer”(KYC)policyforthepreventionofmoneylaundering.Information

aboutthecorrespondentbanksmanagementanditsownership,correspondentbank

location,itsnatureofbusinessanditspoliciesandproceduresthattheyusedfor

preventionanddetectionofmoneylaunderingisalsoimportant.

BankofAbyssinia need to know,wheycorrespondentbankopen account,its

purpose ofaccountand how the third partyuse its services,and its country

supervisionand regulationmustbeknown.BankofAbyssiniaestablished only

relationship those correspondentforeign banks they use effective customer

acceptancepolicyandknowyourcustomerpolicyandeffectsupervisionauthority.

BankofAbyssiniashouldrefusecontinuousrelationthosecommercialbanksthey

havenophysicalbeingpresentandshouldnoaffiliatewithfinancialregulatorybody.

Whenanycorrespondentbanksusedfinancialstatementforshellbanksforthe

purposeofestablishrelationshipandBankofAbyssiniarefuseforthisrelationship.

BankofAbyssiniashouldfocustheirattentiontosuchcorrespondentbankslocated

injurisdictionhavingpoorKYCstandardsorhaveidentifiedbyfinancialactiontask

forceasbeingnoncooperativeincounteringmoneylaundering.BankofAbyssinia

shouldbespecificallyaltertheriskthattheyreceivedwhencorrespondentaccount

mightbeuseddirectlythirdpartiesbypayingtheirobligationontheownbehalf.In

suchsituationBankofAbyssiniamustbesatisfythemselvesthatthecorrespondent

bankhasverifiedtheidentifyofandperformedongoingdiligenceonthecustomer

havingdirectaccesstoaccountsofthecorrespondentbankandthatitisableto



30

providerelevantcustomeridentificationdatauponrequesttothecorrespondent

bank.

2.2.2.3.SuspiciousTransaction

Anytransactionorgroupoftransactions,especiallythatrelatetomoneytransfers,

which doubtsarise,with the registered person concerning theirlinkto money

laundering through their unusual size, repetition, nature, conditions and

circumstancessurroundingthem,theirunusualpatternthatdoesnotinvolveaclear

economicobjectiveoranobviouslegalpurpose,iftheactivitiesofthepersons

involvedinthetransactionsdonotconform withtheirnormalactivities,orifthe

domicileofsuchpersonsissituatedincountriesthatdonotadequatelyapply

measuresforprohibitionandcombatingofmoneylaundering.

SuspiciousTransactionReporting/report(STR)AccordingtoFinancialActionTask

Force (FATF,2004)specialattention should be paid to unusualpatterns of

transactions and complex and unusuallarge transactions.These transactions

shouldbeexaminedthoroughlyandthefindingsshouldberecordedsystematically.

Financialinstitutionsshouldrecordthefollowinginformationforeachandevery

transaction and keep the records fora minimum offive years following the

terminationoftheaccount.

 Nameofthecustomerand/orbeneficiary;

 Address;

 Dateandnatureofthetransaction;

 Typeandamountofcurrencyinvolvedinthetransaction;

 Typeandidentifyingnumberofaccount;and

 Otherrelevantinformationtypicallyrecordedbythefinancialinstitution.

SuspicioustransactionscreateariskforBankofAbyssinia;BankofAbyssiniapay

specialattention to the complex,unusuallylarge transactions and remarkable

patternsoftransaction,whichhavenoapparenteconomicorvisibleillicitpurpose.
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SomecaseBankofAbyssiniahavesuspectthatfundsaretheproceedsofcriminal

activity.Itshouldreposttothehighmanagementwithin5daysandconductaproper

investigationtothesuspicioustransactionsthroughthecomplianceofficersofthe

BankofAbyssiniaaccording to thepoliciesand procedurethatStateBankof

Ethiopia Banking policy departmenthas provide.Employees ofthe banks of

Abyssiniaarestrictlyprohibitedtodisclosethefacttothecustomeroranyirrelevant

quarterthatasuspicioustransactionorrelatedinformationisbeingreportedfor

investigation.Incaseofforeignbranchofthebanksandsubsidiariesofthebanksin

foreigncountries,undertakingcommercialbankingbusinessthecommercialprivate

banksshouldensurecompliancewiththeregulationsofStateBankofEthiopia,or

relevantregulationofthehostcountry.

2.3. ProtectionofNationalbankprinciplesforthebank

Firstmoneylaunderinglawwasestablishedin1997underAsiaPacificGroup(APG),

this was an Australia based informal group. Its objective is to capture

ImplementationofFATFRecommendationsinmemberstates.Itsaim istohighlight

the negative implications and recommend measures fordealing with Money

laundering.PakistanhasbeenamemberoftheAPGsinceJuly2000.Therewereno

laws directly dealing with money laundering however,a draftbillwas under

consideration.

Althoughtheselawsdonotexclusivelydealwithmoneylaundering,theycontain

participation,whichmaybeinvokedforfreezing,andforfeitureofassetsacquired

throughnarcoticandcorruptionrelatedsources.

 Moneylaundering

 ControlofNarcoticSubstancesAct,1997(CNSA)

 NationalAccountabilityBureauOrdinance,1999(NAB),

ControlofNarcotic Substances Act,1997Section 67 ofcontrolofnarcotic

substancesact(CNSA)1997requiresbanksandfinancialinstitutionstopayspecial

attentiontoallunusualpatternsoftransactionshavingnoapparenteconomicor
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lawfulpurposes.TheSection31(d)empowersaninvestigatingofficertoaskfor

informationfrom abankoranyfinancialinstitution.

TherearemanyotherprovisionsintheCNSA1997empoweringtheauthoritiesto

freezeassets,whichtheysuspecttohavebeenacquiredthroughillicitdealingsin

narcoticsandcourtsarethereforforfeitureofsuchassets.

TheNationalAccountabilityBureauOrdinance,1999InwhichSection20,makesit

obligatoryuponthemanagersanddirectorsofbanksandfinancialinstitutionsto

inform theChairman oftheNationalAccountabilityBureau immediatelyofany

transaction,whichtheysuspecttobeunusualandinvolveshugesumsofmoneyand

doesnothaveanapparentlygenuineeconomicorlawfulpurpose.

ProposedAnti-MoneyLaunderingOrdinance2002,Thislaw isindraftform anditis

stillunderconsideration by the government.The draftbillproposes various

measuresforcombatingthethreatofmoneylaundering,includingtheoffenceof

moneylaundering predicate offences,punishment,establishmentofa National

AdvisoryCommitteeforcombatingmoneylaundering,andtheestablishmentofa

FinancialIntelligenceBureau,etc.

2.4. Non-BankFinancialInstitutions

Banks/financialinstitutionofferswiderangeoffinancialservicesandalsoholda

largefinancialmarketshare.Theirofferedservicesarewidelyusedtomanage

moneylaundering.However,non-businessesandnon-financialsectorsarebecoming

popularbecauseofintroducingillgainsintheregularfinancialchannels.Thisis

becauselaunderingregulationsareincreasingandeffectiveinthebankingsector.

MoneyExchanger

Themoneyexchanger,exchangerofficesanevermoresignificantmoneylaundering

threat,amajorincreaseinthesuspectedandactualmoneylaunderingtransactions

involvestheseinstitutions.Awiderangeofcurrenciesareoffered,alongwithsmall
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consolidatingdenominationbanknotestolargerones,replacingtechniqueslike

traveler’scheques,moneyorders,Eurocheques,personalcheques,etc.Thecriminal

elementcontinuesto beattracted to launderer,becausethesearenotheavily

managedandregulatedasothertraditionalfinancialinstitutions.Infact,insome

cases,theyarenotregulatedatall.

Non-financialbusinesses/professions

Duetoincreaseinanti-launderinglawsandregulations,variouscountriesarehighly

relying on money laundering facilitators.A high numberofcases involving

accountants,financialadvisors,lawyers,secretarialcompanies,notariesandothers

whoservicesusedtohelp-outindisposalofcriminalprofits.Thiswaythelaunderer

hopestoobtaintheadvantageofsecrecy,throughthesolicitorclientprivilege.The

makingavailableofBankofAbyssiniaaccountsandtheprovisionofprofessional

adviceandservicesastohow andwheretolaundercriminalmoneyislikelyto

increaseascountermeasuresbecomemoreeffective.Besidetheuseofshell

companies,therewasalsowidespreaduseofrealbusinesses,eithertohidethe

illegallaunderingofmoneyoraspartofthepredicateoffence,andtheuseofreal

businesseswasmorecommoninrelationtofraudandotherfinancialcrimethanfor

drugoffences.Thetechniquesusedinthesebusinessesincludedfalseinvoicing,

comminglingoflegalandillegalmoney,andtheuseofloanbackarrangementsand

layersoftransactionsthroughoffshoreshellcompanies.Oftenthelaunderedmoney

maythenbeinvestedinthecompany’srealestateorotherbusinesses,thoughone

countryreportedthattherewasatrendawayfrom investingillegalproceedsinreal

estate,and into less visible investments such as financialbusinesses.Other

techniquesofmoneylaunderingremainquiteprominentinthenon-bankingsector.

Considerable illegalproceeds are stillinvested in the realestate.Othercited

techniquesarebuyingandcrossborderdeliveryofvaluablemetalslikesilverand

gold;andtheuseofmonetarymethodslikeofwarrantsinmetalmarkettotransfer

valuables.
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2.5. Complianceriskandinternalaudit

2.5.1.Compliancerisk

Complianceriskisariskarsingasaresultofnotoperatinginaccordancewithlaws

andregulations.Sinceethicalvaluespromotetoperform thedaytodayactivitiesas

perthestatedrulesandregulation,itreducescompliancerisks.

Majorobjectivesandresponsibility

 Draftingandregularlyupdatingriskmanagementstrategies,policies,and

procedures/guidelines;and coordinate the implementation ofa Board-

endorsedRiskManagementFramework;

  Analysing critical developments in the banking sector and drawing

management’sattentiononanyissuedeemedtobeconcerntotheBank

 MonitoringriskpositionsoftheBankagainstapprovedrisktolerancelimits,

onregularbasis,

 EvaluateandmonitorcomplianceoftheBankwithlegislativerequirements

  Implementing sound anti-money laundering and countering financing of

terrorism & proliferation policies and procedures,emanating from best

practice(FATF’srecommendations)and domesticregulationsto mitigate

AML/CFTrisksthattheBankcanbeexposedto

 CoordinateandmonitorAML/CFTCompliancebytheBank

  Introducebestpracticestoenhanceriskmanagement&compliancefunction

oftheBankbycustomizingtoprevailingsituationinlocalBankingindustry.

RiskManagementDivisionismainlyresponsibleto:

  AssessoverallriskleveloftheBankregularlybasedontheboardapproved

riskmanagementprogram oftheBankthatdefinesitsriskappetite.

  Provideriskreview reportperiodicallytorisk,compliance,andcreditreview

boardsub-committeeandexecutivemanagementtherebymonitoringand

controllingactualrisklevelinaccordancewiththepredefinedriskappetiteof

theBank.

  Revise the risk management program to take into account current
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developmentssuchaseconomicreforms,revisedregulatorylimitsaswellas

ownstrategy.

  Ensure all new business initiatives of the Bank are subjected to

comprehensiveriskassessmenttoultimatelybalancethetrade-offbetween

performanceandconformance.

  EnhanceriskmanagementcultureofBankparticularlybyworking-onthe

awarenessoffirstlineofdefence.(Operationalunits).

 Traceemerging/concerningrisksbasedonglobal&localeconomic,political

andtechnologicaldevelopmentsandtheirimplicationsonfinancialsector

therebysupportingtheboardandmanagementtotakeproactiveactions.

 Incorporatenew tasksandresponsibilities(framework)tothefunctionto

meetinternationalstandard based on theirimportance/applicability to

prevailingsituation.

ComplianceManagementDivisionismainlyresponsibleto:

 Coordinate and monitorday to day compliance with applicable money

launderinglawsandregulations;

 Monitortransactionstodetectanyunusualorsuspicioustransactions;

 Promptpreparationanddeliveryofallrelevantreturnstotheregulatorybodies

inlinewiththeFIC’sDirectives;

 CoordinatingthetrainingofemployeeinAML/CFTawareness,particularlyon

detectionmethodsandreportingrequirements;and

 Serve as liaison officerto the Centre and competentand regulatory

authorities.

2.5.2.InternalAudit

ThepurposeoftheInternalAuditDepartmentistoprovideanindependent,objective

assuranceandconsulting/advisoryservicesdesignedtoaddvalueandimprovethe

Bank’soperations.IthelpstheBanktoaccomplishitsobjectivesbybringinga

systematic,disciplined approach to evaluate risks and improve controland
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governanceprocesses.InternalAuditDepartmentassisttheBank’sManagement

andBoardofDirectors(BOD)inachievingtheobjectivesoftheBankbyevaluating

theeffectivenessofcontrolsanddevelopingrecommendationsfortheenhancement

orimprovementoftheprocesses.

Formulaterisk-basedauditplanandgetitapprovedbytheBoardAuditCommittee;

provide an independent,objective assurance and consulting/advisory services.

ConductspecialexaminationsandinvestigationsrequestedbytheBOD/BACand

ExecutiveManagements;Implementtheannualauditplan,including,asappropriate,

anyspecialtasksorprojectsrequestedbytheChiefExecutiveOfficer(CEO)ofBank

andotherExecutiveManagementmembers;KeeptheCEO andtheBOD/BAC of

Bankabreastofnew trendsanddevelopmentininternalauditingpracticesIssue

periodicreportsonatimelybasistotheCEOandtheBOD/BAC,summarizingthe

requestsofauditactivities;EnsureadherencetotheDirectivesoftheBank;and

Ensure adherence to legaland regulatoryrequirements.The primaryreporting

(functionalreporting)lineoftheInternalAuditDepartmentistotheBoardwitha

secondaryreportingline(administrativereporting)totheChiefExecutive(CEO)for

administrativepurposes.Ithastwomaindivisionsorworkunits.Corporateand

BranchAuditandITAudit.

TheCorporateandBranchAuditismainlyresponsiblefor:

 Developriskbasedannualauditplan(preparesandimplementsannualaudit

workplanandlongterm auditplan).

 Plan,organize,directandcontrolsthecorporateandbranchauditactivitiesof

thebankonthebasisofauditor’smagnitudeofriskexposures.

 Review andapproveeachengagementobjectives,scopeanddetailedaudit

program.

 Provideadviceoninternalcontrolandparticipateinenhancinginternalaudit

standardsandpracticewithinthebank.

 Ensureauditplan/eachengagementhastobealignedtomajorriskareas.

 Ensurefastandreliableauditservice
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TheITAuditismainlyresponsiblefor:

 Preparethedivisionannualplansandmanagetheirexecution

 Supervisingauditsandreviewingtheworkperformedtoinsuretheadequacy

ofauditscope,theadequacyoftestingandaccuracyofconclusionsreached.

 ReviewingandapprovingdetailedITauditprogramstailoredtoeachaudit

areatoassurethatnospecifictestoractivitiesnecessaryfortheauditare

overlooked.

 Review and determine compliance with laws,regulations,policies and

proceduresintheareabeing.

2.6. LoopholesinbankofAbyssiniapolicies,procedures,andsystem

TherearedifferentloopholesexistinginthebankofAbyssiniapolice,procedures,it

ispossibleformoneylaundertomovetheirillegalfundsanywhereintheworld.

Theseloopholesexistinopeningofaccountsforinstance,whencommercialbanks

openanaccountforthecustomer,theydonotgetproperintroductiontotheir

customerthroughcredibleandverifierablesources.

 BankofAbyssiniaacceptsenoughdocumentsorunverifiableidentification

papertothecustomer.

 BankofAbyssinia notable to establish a propersystem to checkthe

suspicioustransactionimmediatelybytheircustomer.

 BankofAbyssinianotgivestheimportancetomonitoringthetransactionsof

theircustomeraccounts.

 BankofAbyssiniaabsenceofpredictreviewofthecustomeraccountactivity

tocheckitscompatibilitywiththeprofitsorthecustomerbusiness.

 BankofAbyssinianotfollowsthecompliancethathelpsusthecommercial

banksfordeductionandpreventionofmoneylaundering.
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2.7. Weak regulatory banks, moneychangers and challenge of

implementthepractices

2.7.1.Weakregulatorybanks,moneychangers

Weakregulatoryarrangementfortheregulatorybodyprovidestheincentivetothe

bankofAbyssiniaand themoneychangerto getbenefitthroughthecriminals’

activities and expand theirbusinesses.Itis importantthatgovernmentbring

togetherlaw enforcementagenciesandregulatorybodytomonitortheBankof

Abyssiniarestricttoplaytheirroleeffectivelyindealingwithmoneylaundering.

RegulatorybodyenforcethebankofAbyssiniaandtheprivatesectorthedemand

minimum requirementsforthecustomeridentification,transactionreportingand

mandatoryrequirementsfortransaction recording keeping Thenationalsystem

mustbemuchflexible,provideforrespondingtonewmoneylaunderingcompliance

anddetectiontechniqueinbankofAbyssinia.Thesystem shouldflexibleinquickly

adjusting,modifying,refusingcountermeasuretoplugtheloopholesthatmaydevelop

inthemonitoringsystem overtimeasmoneylaundererschangetheirmoneylaundering

technologytodefeatthecountermeasure.

2.7.2.ChallengesofAML/CTFImplementationandPractices

African DevelopmentBank (2007)revealed thatimplementing comprehensive

AML/CFT policies in the contextofdeveloping countries offers some unique

challenges.AllcountriesfacecertainchallengesinfullyimplementingtheFATF40+9

recommendations,butthe capacity and resource constraints oflow income

countriesmakeitparticularlydifficultforthem to implementallthenecessary

measuressimultaneously.

AccordingtoYepes(2011),populationsize,thecountry'slevelofdevelopment,

geographicalfactors,culturallinks,politicalstability,ITinfrastructure,compliance

costsarethemajorchallengesinimplementingAML/CTFinfinancialservicesofa

country. Other contextual challenges that might significantly influence the
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effectivenessofacountryaswellasitsbanks'AML/CFTmeasuresincludethe

maturityandsophisticationoftheregulatoryandsupervisoryregimeinthecountry;

thelevelofcorruptionandtheimpactofmeasurestocombatcorruption;orthelevel

offinancialexclusion.SuchfactorsmayaffecttheML/FTrisks.

The emergence ofnew technologies such as cards and ATMs,commodity

transactions,andelectronicwiretransfersledtonewwaysofMLcrimes.Thiswas

noticedbyZagarisandMacDonaldwhocameupwithalongterm planinfighting

againstemergingML.ThesemethodsdemandstrictKYCrequirement,audittrials,

regulationofnon-bankbusinesssectors,createawarenessoncomplex,uniqueand

hugetransactions,monitoringofcashattheborder,enhancingsupervisionofbanks

andotherfinancialinstitutions,andbuildinganeffectiveinternationalfinancialsub-

regime(ZagarisandMaccdonald,1992).Ontheotherhand,Tuemay(2013)statethat

theAML/CFTinitiativesinEthiopiaarefacedwithkeylimitationsandchallengesto

theireffectiveandefficientimplementation,includingalackofanationalAML/CFT

policyorstrategy;comprehensivelegislation,regulatoryframeworks,anddetailed

regulations; established formal and institutionalized national interagency

cooperation.

2.8. EmpiricalLiterature

Inthissectionempiricalstudiesthathavebeenmaderegardingtheimpactof

NationalBank principles on aspects ofBanks practices across countries is

presented.

Thereissubstantialheterogeneityofbankregulatoryandsupervisorypoliciesacross

countries.And,althoughtherehasbeensomeconvergenceoverthelastdozenyears

forsometypesofbankingsectorpolicies,bankregulatoryandsupervisorypolicies

remainimpressivelydiversein2011.Thisdiversityinregulatoryregimesprovides

enormousscopeforresearchexaminingboththecausesofthesepolicydifferences

and the impacts ofbanking policies on the performance ofbanks,and the

associatedramificationsfortheoverallfinancialsectorandrealeconomy(Barth,
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Caprio,Levine2013).

Georgiosetal(2009)havestudied“Banksupervision,regulation,andefficiency:

Evidencefrom theEuropeanUnion.”bytakingforasampleof22EU countries,

Austria,Belgium,Cyprus,Czech Republic,Denmark,Estonia,France,Germany,

Hungary,Italy,Latvia,Lithuania,Luxembourg,Malta,Nether-lands,Poland,Portugal,

Slovakia,Slovenia,Spain,SwedenandUKover2000–2008.

Kalkidan(2020)madeanassessmentontheAnti-moneyLaunderingLawinEthiopia:

IssuesofEnforcementwithSpecificReferencetobanks.Thereportarguedthat

Banksareamongtheinstitutionswhichtaketheleadingroleinthecombatagainst

thecrimeofmoneylaundering.They,however,remainhighlyvulnerabletoanever

growingmeansandmechanismsofperpetrationofthecrime.Thisrealitydemands

acontinuousadoptionofnecessarymeasures.Inwhatappearstoberespondingto

thisdemand,Ethiopiahasenactedseverallawsthatimposeobligationonbanksto

takepreventivemeasuresthatcanpreventthemanipulationofthefinancialsystem

towardsthecommissionoflaundering.Thisarticleexamineswhetherbanks (both

privateand public)in Ethiopiaareimplementing measuresintended to prevent

moneylaundering.Secondly,itexaminestherelationshipandcollaborationbetween

banksandtheregulatoryorgans(suchastheFinancialIntelligenceCenterandthe

NationalBankofEthiopia)inidentifyingandsafeguardingagainsttheschemesthat

allowtheuseofbanksasintermediariesinthecommissionofmoneylaundering.

Themainstudiesonthedeterminantsofbankperformanceinemergingcountries

werecarriedoutinColombia(Barajasetal.,1999),Brazil(Afanasieffetal.,2002),

Malaysia(Guruetal.2002)andTunisia(BenNaceurandGoaied,2001).Barajasetal.

(1999)documentsignificanteffects offinancialliberalization on bank interest

marginsinColombia.Althoughtheoverallspreadhasnotdeclinedafterfinancial

reform,therelevanceofthedifferentfactorsbehindthebankspreadswereaffected

bysuchmeasures.Anotherchangelinkedwiththeliberalizationprocesswasthe

increaseofthecoefficientofloanqualityaftertheliberalization.Afanasieffetal.

(2002)makesuseofpaneldatatechniquestouncoverthemaindeterminantsofthe

bankinterestspreadsinBrazil.Atwo-stepapproachduetoHoandSaunders(1981)
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isusedtomeasuretherelativeimpactofthemicroandmacrofactors.Theresults

suggestthatmacroeconomicvariablesarethemostrelevantelementstoexplain

bankinterestspreadinBrazil.

Excessivereportingor―cryingwolfcanwaterdownthevalueofthedataofreports.

TheinitialformalanalysisofMLpracticeistriggeredbyexcessivereporting.Banks

monitortransactionsandreportsuspiciousactivitytogovernmentagencies.These

agenciesusethedatatoidentifyinvestigationtargets,andbanksarefinedshould

theyfailtoreportML.However,toavoidfines,banksresorttoreportingtransactions

thatarelesssuspicious,whichdilutestheinformation.Theformalmodelbuildson

fivemaineconomicobstacles.Thefirstobstacleiscommunicationbetweenthe

banksandgovernments.However,theproblem liesinaccuracyandnotinthe

verificationofinformation.Thesecondobstacleisthatthebankincentivestoreport

arecoarse.BanksarefinedonlyforconcealingpotentialMLinformation,butnot

failingtoreporttransactionsthatareprosecutedlaterasML.Inthethirdobstacle,

banksarealwaysunsureofthetruenatureoftransactions,whichmakesevery

transactionapotentialcaseforML.Inthefourthobstacle,banksassumethedual

taskofhavingtooverseealltransactionsinordertoreportsuspiciouscases.The

fifthobstaclepertainstobankinformation,i.e.,signalonthetransactionwhichisnot

verifiableex-postbecauselocalinformationduringjudgmentcannotbereproduced

later.The modelshows thatharmfulexcessive reporting,known as ―crying wolf

(Takats,2007).

Abebe(2016)alsoassessedastudyonthepracticesandchallengesofCommercial

Banks on Anti-MoneyLaundering and CounterFinancing ofTerrorism through

selectedsample6banksanddiscussionwiththeconcernedofficialoftheFinancial

IntelligenceCenterofEthiopia.Thefindingsofthisstudyrevealedthatdeficiency

exists in the Anti-Money Laundering and Counter Financing of Terrorism

implementation ofcommercialbanks in areas such as suspicious transaction

reporting,implementingknowyourcustomerandcustomerduediligencemeasures

and violating confidentiality code in contrastto regulatory requirements.This

researchcouldnotindicateasthemeasuresareeffective.
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Mitchetal.(2007)suggestsbankingcrisesarelesslikelytooccurincountries

implementing greaterregulated disclosures and transparencies.Transparency-

stabilitytheorysuggeststhatgreaterdisclosureandgreatertransparencyfacilitates

efficientresource allocation by reducing informationalasymmetry.Assuming

accountinginformationasapublicgood(WattsandZimmerman,1986)andcentral

banksarefundedbyconscriptedtaxpayersandinvestors,andthencentralbanks

couldreasonablyproduceextensivedisclosurestosatisfytheinformationalneedsof

thepublic.Thisnotionfliesinthefaceoftransparency-fragilitytheory,whichstates

thatgreaterdisclosuremayindicatewidespreadproblemsinthebankingsystem.

Consequently,thissituationcouldcreatenegativeexternalities,suchasrunson

moneyandconcernsregardingthefinancialsystem ̳svulnerability(Murithi,2013).

Biniam (2011) conducted on the research on Money Laundering and

CountermeasuresaCriticalAnalysisofEthiopianLawwithSpecificReferencetothe

BankingSector.Apersonalvisitandobservationwasalsoemployedtofamiliarize

myworkwiththeworkingconditionoftheissue.Theresearcherfindingindicates

thatEthiopiahasmadearemarkableprogressinfightingmoneylaunderingactivities;

gapshoweverarestillremainingandfurthereffortsshouldbemadetoavoidthe

lacunaeintheanti-moneylaunderinglawsofthecountryasrecommended.The

studyconcludedthatDuetotheclandestinenatureofmoneylaunderingandthe

absenceofconsolidateddata,itisimpossibletoextrapolatetheamountofmoney

launderedinEthiopia;however,thereareindicationsthatmoneylaunderingistaking

placeinthecountry.Corruption,smugglingandcontrabandaswellastaxevasion

arethemajorthreatstothecountrythatbadlyneedmoneylaunderingactivitiesand

banks have been wittinglyorunwittinglyparticipants in the process.The law

concerning KYC requirements,CTR,STR and otherpreventive measuressuffer

lacunaeandsuchgapscreateafertilegroundformoneylaundererstoexploitthe

bankingsystem.Theissueofpaymentsystemsinthebankingsectorandthe

emergencyofcontactlesstechnologiesnecessitateemphasisonmoneylaundering

matersbutnolawinthecountryaboutpaymentsystem.Regulation,supervisionand

internationalcooperationarealsootherworthypointsthathavebeendiscussedso

far.
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2.9. ResearchGaps

Ingeneral,there are alargenumberof researchesmadeinthisarea,especiallyinthe

African commercialbanking industry.When itcomesto theEthiopian context,

however,onlyafew studieshavebeenmadetoseetheimpactofnationalbank

principlesonprivatecommercialbanks.Evenifthere areafew previous works,most

ofthem arefocusedonNationalbankprinciplebarriersandbenefits,challengesand

prospect,customersatisfactionandbehaviortowardsbanks.

Asperthetheoreticalandempiricalreviewofliteraturestherearedifferentrulesand

principleswhichareimposedonbanksactivityandofcoursetheprincipleswhich

existinonecountryisnotsimilarwiththatoftheotherseventhoughthereare

internationalprinciplesinwhichallofthebanksineverycountryshouldobey,each

andeverycountryhavetheirownprincipleswhichisissuedbythecentralbankfor

thepurposeofcontrollingtheeconomicactivityofthecountries.Thevariables

whichareusedtoseetheimpactofapplicationNationalbankprinciplesonthebank

otherthanthecontrolvariables(bankspecificandmacroeconomic)isdifferentfrom

countytocountry.InEthiopiathereisfewempiricalstudywhichisconductedinthis

area,thereforethisstudyisconductedtofillthisknowledgegapbyexaminingthe

ImpactofApplicationofNationalBankPrinciplesintheEthiopianBankofAbyssinia.

Inadditiontothismostofthelocalhavebeenperformedfocusedononlyonmoney

laundryandpoliticalterrorism arenotappliedaccordingtoNationalbankprincipleis

appliedHowever,thecurrentresearcherisproposingtheimpactofapplyingthe

NationalbankprinciplesonthebankofAbyssiniawhichcouldaddanewknowledge

becausetheofthestrategyis generallyexpected tobringachangeinthebehaviorof

localfinancialecosystem.  
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2.10.ConceptualFramework

Basedonthetheoreticalandempiricalliteraturereview thefollowingconceptual

frameworkhas

beenformulated.

Fig2.1:Conceptualframework(selfdeveloped)

Inthisstudytheconceptualframeworktriestosimplifytheconceptsinthestudyby

presentingthekeyissuesexpectedtobecovered.Therefore,inthiscontext,the

requirementssetbytheNationalbankofEthiopia,theroleofbankofAbyssiniain

implementingAMLandtheirPracticeofAnti-moneyLaunderingpreventivemeasures

areTransaction Monitoring which aretracked bycompliancedepartment,Anti-

moneyLaundering training to identifysuspicious transaction and auditing and

anothermeasurementisCustomerknowledgeanddiligenceorknowyourcustomer

byapplyingthismeasurementoftheNationalbankprinciplethebankofAbyssinia

canpreventthechallengesanti-moneylaundering.

NBEPrinciple/Regulation

Compliance MoneyLaunder Knowyour

customer

Suspicious

Transaction
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ChapterThree

3.ResearchDesignandMethodology

Thischapterpresentsmethodsthatwereusedincarryingoutthestudy.Itpresents

the research design and the methodologythatis used in procedures ofdata

collection,the instruments used to gatherthe necessary data,the sampling

procedure and finallymethod ofdata analysisand presentation,reliabilityand

validityandethicalconsideration.

3.2. ResearchDesignandApproach

TheResearchDesigndetailsaboutsamplingprocedures,thedatacollectingtools,

andanalysisandhow it’sunfoldandconnecttoeachother.Thismeansthatthe

readerhasclearlyseeMethodsofcollectingthedesireddata,Justificationforthese

methods.Thetypeofresearchthatisemployedforthepurposeofthisstudyis

descriptive in nature,because,the researcherhasno controloreffecton the

variablesofthestudy.It’sintendedonlytoinvestigatetheimpactofNationalbank

principlesareimplementedinthe,inthecaseofBankofAbyssinia.

Descriptiveresearch design ishelpfulwhen aresearcherwantsto lookinto a

phenomenonoraprocessinitsnaturalcontextsinordertogetitsoverallpicture

insteadoftakingoneorsomeofitsaspectsandmanipulatingitinasimulatedoran

artificialsetting(SeiligerandShohamy1989).

Quantitativeresearchapproachwasimplementedtolookthecauseandeffect,and

testingoftheoriesandhypothesis(Muijs,2010).Thisresearchapproachinvolves

survey,contentanalysis,experimentalstudiesandnon-experimentalstudies.Survey

isaresearchdesigninquantitativeresearch.Itisamethodusedbysocialscientists

toempiricallyandscientificallystudyandprovideinformationaboutpeopleand

socialphenomena(Lavrakas,2008).Thismeansthattheresearcher'spersonal

thoughts,subjectivepreferencesandprejudicesdonotapplythistypeofresearch

method.This studyuse qualitative research approach in orderto assess the
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practicesofBOAinimplementingNBEprinciplesanddirectives.

3.3. SourcesofDataandSamplingTechniques

3.3.1.Sourceofdata

Dataiscollectedfrom theprimarysources.Thetargetpopulationsofthisstudyfor

theprimarydataaretheemployeesofUraelandBole-cooperatebranchesofficers,

ManageranddirectortheBankofAbyssinia.

3.3.2.PopulationandSampling

Populationistheentireaggregation/totalofitemsfrom whichsamplescanbe

drawn(Ilker,etal.,2016).Determiningtypeandmethodofsamplingmainlydepends

onthetypesofpopulationthatthestudycovers.Therearemorethaneighteen

privatecommercialBanksinEthiopia.AlthoughNBEequallyworksforallprivate

commercialbanks,thestudyfocusesontheBankofAbyssinia.Theresearcher

believethatthelevelofcomplacencetoNBEprinciplesanddirectivesvaryacross

banks.Thus,assessing the practices ofdifferentbanks in a studymightbe

misleadingastheirlevelofcompliancetoNBEprinciplesanddirectivessignificantly

vary.Therefore,dependingonconveniencetotheresearcher,weselectBOA,oneof

theleadingandoldestprivatecommercialbanksinEthiopia.Thepracticesobtained

from BOAmightreflectthepracticesofotherprivatebanks,especiallygiantprivate

banks.

Samplesize

Samplingframecontainsalistofcontactpeoplefrom wheresampleisdrawing.

Therefore in Addis Ababa city Bank ofAbyssinia customerservice officer’s

organizationalstructurehassegmentedintothetwobranchesandheadoffice.

BasedonthecompanyheadquarterreportasofDecember,2021ithas10,500

permanentemployees the researcherhas decided to selectsample 67 staffs

assumedtohavebestexperienceinhandlingmoneylaunderingAsaresultofthe
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researchchoosetheEastDistinctbecauseitcover½areaofAddisAbabaforother

districtfrom bankofAbyssinia,form thisdistricttheresearchchoosetwospecial

branchUrealbranchandBolecooperateduetotheircustomerbaseandseniority.

Andalsofrom KYCofficer,officerswereselectedbasedontheirtitlepositionthat

worksonlyworkinKYCdigitalcontrolandKYCcustomeroffices.

No. District
Listof

offices

Population

size

Sample

size

1

East

District Bole 30 30

2

East

District Urael 23 23

3

Complianc

e

departmen

t

Head

Offices 8 8

4

KYC

offices HeadOffice 16 16

Total 67 67

Source:portalpagereportofBOA

Finally,thekindofsamplingtechniquesisusedfortheselectionoftheparticipants

soastoconductthisresearchwithcomprehensiveandpurposivesamplingforthe

questionnaireandinterviewrespectively.

3.4. DataCollectionMethods

AccordingtoHollensen(2007)primarydatacanbedefinedasinformationthatis

collectedfirst-hand,generatedbyoriginalresearchtailor-madetoanswerspecific

currentresearchquestions.Thereareseveralmethodsofcollectingprimarydata,

particularlyinsurveysanddescriptiveresearches.Importantonesare:observation,
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interview,questionnaires,depthinterviews,andcontentanalysis(Kothari,2004).

3.4.1.Questionnaire

Questionnaireisaresearchinstrumentconsistingofaseriesofquestionsandother

promptsforthepurposeofgatheringinformationfrom respondents.Questionnaires

haveadvantagesoversomeothertypesofsurveysinthattheyarecheap,donot

requireasmucheffortfrom therespondentandoftenhavestandardizedanswers

thatmakeitsimpletocompiledata.

Thequestionnairewerepreparedfirsthandtobettercategorizetheapplicationof

NationalBankprinciplescomponentsandtobetteranswerthehypothesisproposed,

basedondifferentkindsofliterature.A five-point(1-5)Likertscaleinstrument

(stronglyagree to stronglydisagree)was used as a measurementscale.The

questionnaireisprepareinEnglishlanguageandtranslatedtoAmharic,onlyfor

customersatisfactionsurvey.

3.4.2.Interview

Interviewistheothertypeofdatacollectioninstrumentthatwasusedinthestudy.

This means ofdata collection instrumenthelps the researcherto getreliable

informationfrom thetargetpopulationthathow theyfeeland thinkaboutthe

problem.InterviewaccordingtoArikunto(2002)isakindofdialoguewhichisdone

byaninterviewertogetreliableinformationfrom aninterviewee.

Consequently,thepurposeoftheinterview istosubstantiatetheresultsobtained

from thequestionnairetherebytogetagreaterdepthofinformation.Theinterview

questionswerepreparedinasemistructuredtype.Theresearcheradoptedthree

stepsincollectingthedataforthestudy.First,relevantliteraturewasreviewtoget

adequateinformationonthetopic.Second,objectivesandresearchquestionswere

formulatetoshow thedirectionofthestudy.Third,thedatagatheringtoolsand

piloted.Afterthe questionnaire is distributed and collected,interview with the

directorsandmanagerofthebankwasconducted.Forthisstudytheresearcher

preparedstructuredquestionnaireandinterview tocollectprimarysourceofdata

and to achieveallthespecificobjectives.According to Saundersetal.(2009)

structured questionnairewasused to collectdatafrom differentemployeesto
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gathertheinformationneededfortheresearchbyusingafivepointlikertresponse

scale.Thisstudyestablishedthattheresponsesweremeasuredonfivepointlikert

scalewith1=StronglyAagree;2=Agree;3=Neutral;4=Disgree;and5=Strongly

Disgree.The questionnaire has two parts;firstpartfocuses mainlyaboutthe

personalprofilesofsamplerespondentssuchasage;gender,educationstatusetc.,

whereasparttwoofthequestionnairedealswithstateofagreementbyrespondents

onagreementstateofdifferentrespondentsondifferentpracticesofanti-money

laundry(Transactionmonitoringandreporting,AMLTrainingforofficers,Auditing,

Know YourCustomerandconductingDiligenceandAML/CTF.Somepreviously

arrangedquestionnairesweretakenfrom differentrelatedsources.

3.5. MethodofDataAnalysisandPresentation

Onceaftertherawdataisonhand,quantitativemethodofdataanalysiswasused.

Particularlywiththequantitativedataiscollectedviathequestionnaire,adescriptive

statisticalanalysismethodandtabulatethedataandpresentitintables.

Informationobtainedfrom theopen-endedquestionsisalsoanalyzedtogatherwith

theclose-ended questionsand used assupplementarydata,to triangulatethe

responsesgatheredviathequestionnaireingeneral.Moreover,toanalyzethedata

obtained through interview qualitative method ofdata analysis was employed.

Perhaps,thedatagainedthroughthismethodisusedtobacktheinformation

gatheredviathemaintooloftheresearch,whichisthequestionnaire,and,henceno

separatesectionisdedicatedtoit.

3.6. ReliabilityandValidity

3.6.1.Validity

ValidityhasbeendefinedbyBolarinwa (2015)asthedegreetowhichaninstrument

measureswhatit̀sintendedtomeasure.Tostrengthenthequestionnaire'svalidity,

theresearcherengaged specialistsinthefield,particularlythesupervisor,who

assessedthecontent'srelevanceandassistedinthereviewandmodificationofthe

questionnaire.
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3.6.2.Reliability

Theconsistencywithwhichamethodmeasuressomethingandachievesthesame

resultovertimeisreferredtoasreliability.AccordingtoHealeandTwycross(2015),

reliabilityreferstothedegreetowhicharesearchinstrumentconsistentlyproduces

thesameresults.Cronbach'sAlphacanbeusedtodetermineinternalconsistency.

Pre-testing the questionnaire with five banks ofAbyssinia staffs ensured its

reliability.Theinformationgatheredaidedindeterminingtheneedforanychanges,

ensuringthattheresearchinstrumentmeasuredwhatitwasdesignedtoassessand

thereforeenhancingthequestionnaire'sreliability.

3.7. EthicalConsideration

Confidentiality–therespondentswasassuredthattheywillnotbeconfusedand

thattheirresponse willremain confidential.The information they provide is

confidentialandusedforacademicpurposeonly.

Organizationalapproval–Awrittenletterthatexplainstheresearchideaaswellas

acopyoftheresearchisprovidedtostudytsite.Theresearcherhasobtainapproval

priortoanyresearchactivityatthespecifiedlocationiscarriedout.

Informedconsent–Coverlettersexplainthepurposeofthequestionnaireandthe

righttoacceptorrefusetoparticipateintheresearchactivitiesthataregiventothe

respondentsofthisstudy.Aswellasexplainingthepurposeofthestudyandfor

whatpurposethestudyisconducted.
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CHAPTERFOUR

4.DATAANALYSIS,RESULTSANDINTERPRETATION

ThischapterpresentstheSPSS20versiondatafindingstodetermineTheImpactof

ApplicationofNationalBankPrinciplesintheEthiopianBankSector:ACaseStudyatBank

ofAbyssinia.Thedescriptivestatisticsanalysiswasdoneandthefindingswere

presented in form offigures and tables.The resultoftests ofassumptions;

inferentialanalysis which is performed to examine relationship ofvariables,

influence ofindependentvariable overdependentvariable was examined and

hypothesisanalysiswastested.

A totalof65 questionnaires were distributed outofwhich 57 (87.7%)were

responded,while8(12.3%)questionnaireswerenotreturned from respondents.

Therefore 57 questionnairesserved asa source ofdata foranalysis,findings

presentationanddrawingconclusions.Theresearcheralsousedinterview method

ofdatagatheringtechniquetotriangulatewiththeresultsofthedatafoundfrom the

questionnaireandtovalidatethereliabilityoftheresultseventually.Whenthedata

foundfrom thequestionnairewereanalyzed,thedataobtainedfrom interviewwere

alsodiscussedandinterpretedtogetherwiththeresultofthequestionnaire.

4.2. ProfileofRespondents

Thissectionpresentstherespondents'personalprofiles.Mainly,itpresentsthe

respondents educational qualifications, years of experience, and current

professionalposition.

Table4.1.RespondentsProfile

ITEM FREQUENCY PERCENT
Educational
Qualification

Diploma 2 3.5
Degree 38 66.7
Masters and
above

17 29.8

Total 57 100
Current
Professional
Position

Officer 39 68.4
SeniorOfficer 9 15.8
Manager 7 12.3
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Director 2 3.5
Total 57 100

Working
Experience

Less than 2
years

13 22.8

2-5years 24 42.1
6-10years 11 19.3
More than 10
years

9 15.8

Total 57 100
Source:SurveyresultandSPSSoutput2022

From thedatafindingsonrespondentsprofilewithregardtoeducationallevelofthe

respondents,the largest portions 38(66.7%) were university graduates with

Bachelor’sdegree,2(3.5%)ofthem wereCollegegraduateswithDiplomaandthe

remaining17(29.8%)ofthem wereSecondDegreeorMaster’sDegreeholders.This

revealsthatthemajorityoftheemployeesofthebanksarefirstdegreeholders.

Intermsofworkexperienceorserviceyears24(42.1%)oftherespondserved

between2to5years,13(22.8%)oftherespondentsservedlessthan2years,

11(19.3%)oftherespondentsservedmorethan10yearsandtherest9(15.8%)of

the respondents served formore than 10 Years.In general,majority ofthe

respondentshave5yearsandlessexperienceinthebank.Whereas,asfarasthe

currentprofessionalpositionofemployeesisconcerned,48(84.2%)ofrespondentof

employeesassumesacurrentpositionofOfficerandSeniorOfficer.Only9(15.8%)

oftherespondentsarecurrentlyintheManagerialposition.

4.3. Results

4.2.1.NationalbankPrinciples,ComplianceandMonitoringPractices

Table 4.2summarize BOA compliance monitoring practices,The study uses

frequency,percentage,meanandstandarddeviationtoanalyzedthedataobtained

usingquestioner.Thus,themeanindicatestowhatextentthesamplegroupon

averageagreesordisagreeswiththedifferentstatements.Weightedaverageswere

calculatedfortheLikertscales,from StronglyAgree=1toStronglyDisagree=5.

LikertScale Indicate

StronglyAgree 1
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Agree 2

Neutral 3

Disagree 4

StronglyDisagree 5

Description Responses Mea
n

SD

1=SA 2=A 3=N 4=DIS. 5=SDIS

The NationalBank Principles
beingofferedbyyourinstitution
areadequatetocopewiththe
ongoing services ofthe bank
and periodically update and
communicatedtoemployees.

22
38%

24
42%

6
11%

5

9%
- 1.88 0.927

IstheirAutomatedcompliance
system in thebankto detect
and report suspicious
transactions and monitoring
the compliance risk exposure
ofthebank?

26
45.6%

21
36.8%

5
8.8%

4
7%

1
1.8%

1.82 0.984

Compliance department
available in your institution
keep a balance between
employeescontributionandthe
Nationalbank principles and
bankprocedures.

10
17.5%

3
5.3%

6
10.5%

24
42.1%

14
24.6%

3.51 1.39

Your institution periodically
evaluatetheeffectivenesstheir
practice according with
NationalBankPrinciples.

23
40.4%

30
52.6%

3
5.2%

1
1.8%

- 1.68 0.659

TotalMean 2.2225

Source:SurveyresultandSPSSoutput2022

Theresultin(Table4.2.)ofCompliancemonitoringandreportingmeasuresshows

thatmajorityofthem about42%wereagreedthattheNationalBankPrinciplesbeing

offeredbyyourinstitutionareadequatetocopewiththeongoingservicesofthe

bankandperiodicallyupdateandcommunicatedtoemployees.Themeanscore1.88
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indicatesthatagreementbetweentherespondentsbutwithsmallstandarddeviation

0.927indicatesthatrespondentswereagreethatBOAcopeandupdatetheNational

BankPrincipleswiththeirservices.Thus,thebankconductsupdatethestaffabout

thenationalbankprinciples.Inthesecond,mostoftherespondentsabout45.6%of

them werestronglyagreethatthebankautomatedcompliancesystem inthebankto

detectandreportsuspicioustransactions.Themeanscore1.82indicatesthatmost

oftherespondentswereagreewithsmallstandarddeviationvalue0.984.Thus,one

can inferand conclude thatbanks record and keptsafe theircustomerand

transactions records.Therefore,banks ofAbyssinia in Ethiopia did place the

automatedcompliancesystem todetectandreportsuspicioustransactions.Inthe

third mostofthe respondentswere 42.1% disagreed Compliance departments

availableinyourinstitutionkeepabalancebetweenemployee’scontributionandthe

Nationalbankprinciplesandbankprocedures.Themeanscore3.51withhigher

standarddeviationvalue1.39indicatestheaverageagreementbetweenrespondents.

Thusbankhasacompliancedepartmentbutdidn’tabalancebetweenemployee’s

contributionandtheNationalbankprinciplesandbankprocedures.Theinterview

responsealsoconfirmedthatlawconcerningrecordkeepinginthebanksshouldberevised

tomakeitsufficientenoughtopreventanddetectmoneylaunderingactivitiesinthisrespect.

Inthefourthmostoftherespondentsabout52.6%ofthem wereagreeperiodically

evaluatetheeffectivenesstheirpracticeaccordingwithNationalBankPrinciples.

Themeanscore1.68indicatesmajorityoftherespondentswereagreedthattheir

institutionperiodicallyevaluatetheeffectivenessoftheirpracticeaccordingwith

NationalBankPrinciples.Thestandarddeviationvalue0.659indicatesonecaninfer

thatthebankperiodicallyevaluatetheeffectivenesstheirpracticeaccordingwith

NationalBankPrinciples.

4.2.2.PracticesofKYC

Table4.3PresentthepracticesofBOAonNBEprinciplesrelatedtoKYC.

Description Responses Mean SD

1=SA 2=A 3=N 4=DIS. 5=SDI
S.

Does the bank have a
regulationinimplementedand
identifythecustomer.

25
43.9
%

14
24.6
%

- 10

17.5%

8
14%

2.33 1.36
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Is your institution screened
customersagainstinternational
SDN sanctionedlistssuchas;
UN before establishing
businessrelationshipandonan
ongoingbasis.

24
42.1
%

10
17.5
%

9
15.8
%

8
14%

6
10.5
%

2.33 1.15

Is your institution have a
screening toolis in place to
identify Politically Exposed
Persons

3
5.3%

2
3.5%

3
5.3%

9
15.8%

40
70.2
%

4.42 1.1

IsAMLawarenessinmediais
goodinthecountry.

2
3.5%

1
1.8%

- 10
17.5%

44
77.2
%

4.63 0.87
9

Absence ofNationalID card
hinders effective KYC
procedures.

22
38.6
%

7
12.3
%

18
31.6
%

6
10.5%

4
7%

2.35 1.28
9

IsthereadepartmentofKYC
and that conducted and
AML/CFT controls are
assessed before establishing
agreementwithcustomer.

26
45.6
%

21
36.8
%

5
8.8%

4
7%

1
1.8%

1.82 0.98
4

TotalMean 2.98
Source:SurveyresultandSPSSoutput2022

Theresultin(Table4.3.)aboveshowsthatinthefirstmostoftherespondentsabout

43.9% werestronglyagreedthatthebankhavearegulationinimplementedand

identifythecustomer.Themeanscore2.33indicatesthatmostoftherespondents

wereagreedwithhighstandarddeviationvalue1.36.Therefore,thebankhasa

regulationinimplementedandidentifiesthecustomer.Inthesecondmajorityofthe

respondentsabout42.1% ofthem werestronglyagreedthatthereisinstitution

screenedcustomersagainstinternationalSDNsanctionedlistssuchas;UNbefore

establishingbusinessrelationshipandonanongoingbasis.Themeanscore2.33

indicatesthatmostoftherespondentswereagreedwithhighstandarddeviation

value1.15.Thethirdmajorityoftherespondentsabout70.2%stronglydisagreethat

thebankhasascreeningtoolisinplacetoidentifyPoliticallyExposedPersons.The

meanvalue4.42indicatethatmajorityoftherespondentweredisagreedonthe

statementwiththestandarddeviation1.1.Inthefourthmajorityoftherespondents

about77.2%ofthem weredisagreedthatAMLawarenessinmediaislowerinthe
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bank.The mean score 4.63 indicates thatthe similarityofthe response with

standarddeviation0.879.Inthefifthmostofthem about38.6%werestronglyagreed

thatAbsenceofNationalIDcardhinderseffectiveKYCprocedures.Themeanscore

2.35 showsthatthe respondentswere stronglyagreed with smallstandard

deviationvalue1.289.Inthesixthmajorityofthem about45.6%werestronglyagreed

thatthereisa departmentofKYC thatconducted and AML/CFT controlsare

assessed before establishing agreementwith customer.The mean score 1.82

indicates thatmajorityofthe respondents were agreed on KYC procedure is

conducted and AML/CFT controls are assessed before establishing business

relationship with potentialcorrespondentbanks and money transferagents.

Therefore, banks capture originators and beneficiaries information during

internationalwiretransfer.

4.2.3.ThepracticesofNBEprinciplesRelatedtoAuditors

Table4.4.presentsNBEprinciplesrelatedtoauditorsanditspracticesatBOA.

Description Responses Mea
n

SD

1=SA 2=A 3=N 4=DIS
.

5=SD
IS.

TheBankhaveaninternalaudit
and other independent third
party to audit to,a testing
function thatassesses AML,
CTFandSanctionspoliciesand
practiceson
aregularbasis.

9
15.8
%

7
12.3
%

2
3.5%

16
28.1%

23
4.4%

3.65 1.5

Regular supervision is
conducted on branches and
subsidiaries to ensure the
effectiveimplementationofthe
complianceprogram.

4
7%

5
8.8%

12
21.1
%

12
21.1%

24
42.1
%

3.82 1.26

Risk Based Approach is
adopted to assessthebank's
exposuretomoneylaundering
andterroristfinancingrisks.

6
10.5
%

7
12.3
%

10
17.5
%

19
33.3%

15
26.3
%

2.4 1.4

TotalMean 3.29
Source:SurveyresultandSPSSoutput2022
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Basedonthetable4.4thefirstmostoftherespondentsabout28.1%ofthem were

disagreedthatthebankhaveaninternalauditandotherindependentthirdpartyto

auditto,atestingfunctionthatassessesAML,CTFandSanctionspoliciesand

practicesonaregularbasis.Themeanscore3.65indicatesthatrespondentswere

disagreedthebankhaveaninternalauditandotherindependentthirdpartytoaudit

to,atestingfunctionthatassessesAML,CTFandSanctionspolicieswithhigh

standarddeviationvalue1.5.Thus,banksinEthiopiahadinternalauditfunctionto

assessanti-moneylaunderingandsanctionsandpractices.Theintervieweesaidthat

thereareofficialswhoinvestigate,follow-upandmonitorcashtransactionsand

money laundering activities.This finding indicates the banks have no other

independentthirdpartytoauditandassessAML,CTFandsanctionspoliciesand

practices.Inthesecondmajorityoftherespondentsabout42.1%ofthem were

strongly disagreed that regular supervision is conducted on branches and

subsidiariestoensuretheeffectiveimplementationofthecomplianceprogram.The

meanscore3.82indicatesthatmostoftherespondentsweredisagreedwithsmall

standarddeviationvalue1.26.Inthethirdmajorityoftherespondentsabout33.3%

ofRiskBased Approach isadopted to assessthe bank'sexposure to money

laundering and terroristfinancing risks.The mean score 2.4 indicates that

agreementamongtherespondentswithsmall1.4.ItwasobservedthatBothBanks

have a compliance policymanual.The manualtells outthe Bank anti-money

launderingpoliciesandprocedurestoguidetheiroperationsinthefightagainst

money-launderingandcombatingthefinancingofterrorism.Thereisafull-fledged

InternalAuditdepartmentresponsible forcarrying outauditassignments on

branchesandHeadofficedepartmentsonaquarterlybasisandrenderareportto

the Board AuditCommittee in the Bank.During theirauditofthe compliance

departments,theInternalAuditdepartmentsaresupposedtodoanassessmentof

thecompliancemanualtoensurethatitisuptodateandmeetsthebeststandards

ofanti-moneylaundering.
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4.2.4.NBEprinciplesonStaffTrainingandBankPractices

Table4.5presentsNBEprinciplestowardstrainingonAML/CFT,KYCandtheBOA

actualpractices,

Description Responses Mea
n

SD

1=SA 2=A 3=N 4=DIS. 5=SD
IS.

A ComplianceOfficerprovides
employees with relevant
competence and authority to
oversee the bank‘s AML/CFT
complianceprogram.

10
17.5
%

3
5.3%

6
10.5
%

24
42.1%

14
24.6
%

3.51 1.39

New AML/CFTrelatedlawsor
changestotheexistingpolicies
or practices are timely
communicated to concerned
employees

8
14%

7
12.3
%

3
5.3%

21
36.8%

18
31.6
%

3.6 1.4

Regulartrainingisprovidedto
concerned employees on the
various aspects of money
laundering and KYC alongside
methods ofidentification and
reporting suspicious
transactionandcustomers.

26
45.6
%

21
36.8
%

5
8.8%

4
7%

1
1.8%

1.82 0.98
4

Does the bank take steps to
understand the normal and
expected transactions of its
customers based on its risk
assessmentofits customers
and give awareness to its
employees

4
7%

10
17.5
%

7
12.3
%

20
35.1%

17
28.1
%

3.6 1.26

TotalMean 3.2925
Source:SurveyresultandSPSSoutput2022

Basedonthetable4.5inthefirstmostoftherespondentsabout42.1% ofthem

weredisagreedthatacomplianceofficerisdesignatedatamanagementlevel

alongsideappropriateemployeeswithrelevantcompetenceandauthoritytooversee

thebank‘sAML/CFTcomplianceprogram.Themeanscore3.51withhighstandard

deviationvalue1.39indicatesaverageagreementbetweentherespondents.Thus,

bankshavecomplianceofficerswhohaverelevantcompetenceandauthorityto
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overseethebank‘sAML/CFT complianceprogram.In thesecond mostofthe

respondent36.8%disagreedNewAML/CFTrelatedlawsorchangestotheexisting

policiesorpracticesaretimelycommunicatedtoconcernedemployees.Themean

score indicate thatagreement between the respondents butwith high small

standarddeviationvalue1.4Inthethirdmostoftherespondentsabout45.6%were

stronglyagreedthatRegulartrainingisprovidedtoconcernedemployeesonthe

variousaspectsofmoneylaunderingandKYCalongsidemethodsofidentification

andreportingsuspicioustransactionandcustomers.Themeanscore1.82with

smallstandarddeviationvalue0.984indicatesthatrespondentswereagreedthat

regulartrainingisprovidedto concernedemployeesonthevariousaspectsof

moneylaunderingandterroristfinancingalongsidemethodsofidentificationand

reportingsuspicioustransactionandcustomers.Therefore,from thisfindingone

caninferthatbanksdidgiveregulartrainingfortheircomplianceofficers.Inthe

fourthmostofrespondentswhichwereabout35.1% disagreebanktakestepsto

understandthenormalandexpectedtransactionsofitscustomersbasedonitsrisk

assessmentofitscustomersandgiveawarenesstoitsemployees.Themeanscore

3.6 indicates thatmostofthe respondents were agreed with smallstandard

deviationvalue1.26.TherespondentsmentionedthatduringAMLtrainingsessions,

theyencouragetheirstafftoreportsuspicioustransactionstotheirDepartments.

Bankpolicieshoweverdonotpermitstafftodealwithexternalpartiesonbehalfof

theirBank.Assuch,allregulatoryenquiriesthatcomeinconnectionwithmoney

launderinggothroughtheRiskandComplianceManagementDepartmentofeach

bank.Accordingtothem,allreportsofviolationsinrelationtomoneylaundering

obtainedfrom staffaretreatedwithutmostconfidentiality,therationalebeingto

encouragestafftomakesuchreportsasrequiredbythelawwithoutvictimization.

Theystatedthatthemonitoringisalsomeanttoidentifystaffwhoissueinsufficient

fund cheques on their accounts,ascertain staff whose account activity is

inconsistentwiththeirsalaries,andtoidentifyfraudulentorsuspiciousmovements

offundstoandfrom theiraccounts.Theyhoweverproducednosuchinvestigation

reportastheyclaimedtherehadbeennonesofar.Inadditiontothis,thecompliance

manualofBankdo notstatethethreshold limitsthatmightbetransacted by

employeesandmakethem subjecttomonitoring.ItwasobservedthatBankhavea

trainingpolicytoholdaninductionsessionforallnewlyrecruitedemployeesandthe

trainingprogram forAMLisalsoincorporated.Duringtheirinductionprogram,these

new employeesaregivensometraininginmoney-launderingsothattheyserveas

anti-moneylaunderingofficersintheirvariousbranches.Recordsweresightedto

testifytheadherencetothesepoliciesatBank.
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ChapterFive

5.SUMMARY,CONCLUSIONSANDRECOMMENDATIONS

This chapter deals with summary of major findings, conclusions and

recommendationsrespectively.Hence,themajorfindingsofthestudywereanalyzed

anddiscussedinchapterfourgiveawaytodraw aconclusion.Finally,possible

recommendationsforthemajorproblemsfoundfrom thestudyareforwardedonthe

basisofthefindingsofthestudy.

5.2. Summary

Accordingtothediscussionandanalysisofthedatapresentedinchapterfour,the

followingfindingsweredrawn.

WithregardtoapplyingtheNationalbankprinciples,thefindingrevealedthat:

 Mostoftherespondentsagreed thatbankpracticesperiodicmonitoring

aboutthecompliancerisk;bankofAbyssiniaassessonitscustomerbase

and theirtransactions;and record and keptsafe ofits customerand

transactionsrecords.

 Mostoftherespondentsagreedthatcustomersduediligenceproceduresare

carriedoutoncustomersonanongoingbasis,KYCprocedureisconducted

andAML/CFTcontrolsareassessedbythebankbeforeestablishingbusiness

relationshipwithpotentialcorrespondentbanksandmoneytransferagents.

There isa screening processon UN internationalsanctioned individuals

beforeestablishingbusinessrelationship.

 Thebankhaveaformal“ComplianceDepartment”,withamissiontoensure

thatemployeesunderstandandimplementthebank’sinternalproceduresand

playtheirpartindischargingthebank’sNationalbankprinciples.
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 TheabsenceofnationalIDcardforcustomersandalsonothavearenewed

ID wastheotherchallengeto know thecustomers,thereisabsenceof

technologytoimproveAML/CFTactivities,therearenotsufficientresources

allocatedtoimplementdevisedcomplianceprogram inbank,thereisno

awarenessofanti-moneylaundrywithmediainEthiopia.

ThefindingofthestudyalsodisclosedthatBOArolesandresponsibilitieseffectively.

That:

 Thebankdoesn’thavestepthathasasetofperformanceindicators,which

canbeusedtomeasurethebank’sprogressandalsotheperformanceofthe

management.

 The Compliance Department ensures that the executive management

implementsstrategicpoliciesofthebankand preventtheactivitiesand

relationshipsthatunderminethenationalbankprinciples,butdidn’tkeepa

balancebetweenemployeescontributionandtheNationalbankprinciplesand

bankprocedures.

 Thebankhasanon-goingprogram andalsohaveonceinamonththereisa

branchmeetingthatisdoneamongthestaffcalled”knowledgecafé”toraise

employeeawarenessofNationalbankprincipleandissuesandtherolewhich

everyemployeecanplayinstrengtheninggoodpracticeswithinthebank.

 TheComplianceDepartmentmonitorsthepracticesofthebankandthe

valuesandstandardsofworkwiththenationalbankprincipleandreportevery

week.

 TheComplianceDepartmenthasunderstandingoftherisksofthebankand

ensuresthatmanagementhastoestablishedstrongsystemstomonitor

thoserisks.But,theboardfailedtoholdspecificdiscussionsontherisksand

theadequacyofinternalcontrolprocedures,compliance,and anti-money

launderingpolicyinthebank,however.

 Concerning the extentto which the bank ensures the efficiency and

effectivenessoftheNationalbankprinciplesapplied,thestudyrevealedthat
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therearestillsomelimitation;Thebankdoesnothaveformalorientation

program fornew employees and formaltraining sessions forexisting

employees,employees do nothave sufficientinformation and time that

enablesthem togivestrategicguidancetothenationalbankprinciplesin

AMLandKYC.Ontheotherhand,thefindingindicatedthattherearestrong

sides;majorityoftheComplianceDepartmentareindependentdirectorsand

managershaveadequateknowledgeofthebankand theNationalbank

principlesfunctions.

Aboutprotectingtherightsofmanagersandotheremployees,thestudyrepresented

thatthebankisdoingwellinallowingmanagersandotheremployeeseffectively

participateinexercisingtheirrightsandobeytheirduties.

RegardingthedegreetowhatextenttheComplianceDepartmentarecarryingout

theirrolesandresponsibilities,theresearchshowedthatitistobeencouraging.

Majorityoftherespondentsrevealedtheiragreementthattheycarriedoutwell.

Withregardtothetransparencyanddisclosureofmaterialinformation,thefinding

representsthatthepracticeisgoodalthoughthereisstillaproblem.Thegood

practiceisthat:

 Thebank’sannualreportincludesasectionexplainingitsriskexposuresand

itsstrategyformanagingtherisks,

 Thebankhasapolicyinplacetoensurethepromptdisclosureofmaterial,

unforeseen events, or developments which could affect the bank’s

performances.

 The bank publishes an account of its business objectives and its

organizationalandgovernancestructure,andOntheotherhand,theproblem

isthat:

 Thebank’sannualreportdoesnotcontainareportontheactivitiesofeachof

theComplianceDepartment
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5.3. Conclusion

Nationalbank principles is notjusta matterofprescribing particularbanks

structuresandcomplyingwithanumberofhardandfastrules.Allconcernedshould

thenapplytheseflexiblyandwithcommonsensetothevaryingcircumstancesof

individualcompanies.Inthisrespect,thefindingportrayedthatthereisacultureof

goodNationalbankprinciplespracticesthroughoutthebank.

Regardingtheextentoftheimplementationoftherolesandresponsibilitiesofthe

ComplianceDepartment,thefindingofthestudydisclosedthattheCompliance

Departmentiseffectiveindischargingitsrolesandresponsibilities.Themajorroles

and responsibilities ofthe board entails approving and monitoring the bank’s

strategy,settingperformanceindicatorsformanagementandthebank’sprogress,

andensuringtheimplementationofNationalbankprinciples.Employeesalsoneed

tounderstandtheriskswhichthebankistakingandreview internalcontrols.The

ComplianceDepartmentisresponsibilitiesalsoextendtoprotectingemployees’

rights,andthewidercommunity.

Similarly,thefindingshowedthattheextenttowhichtheComplianceDepartmentis

dischargingtheirrolesandresponsibilitiesistobeencouraging.Thelawconcerning

KYCrequirementsandotherpreventivemeasuressufferdifficultyandsuchgaps

createasuitablegroundformoneylaundererstoexploitthebankingsystem.

Concerningtheextenttowhichthebankensurestheefficiencyandeffectivenessof

theNationalbankand theboard,thestudyrevealed thattherearestillsome

limitation;The bankdoes nothave formalorientation program fornew board

employeesandformaltrainingsessionsforexistingemployees,boardmembersdo

nothave sufficientinformation and time thatenables them to give strategic

guidancetothebank.Ontheotherhand,thefindingindicatedthattherearestrong

sides;majorityoftheComplianceDepartmentareindependentdirectorsandboard

membershaveadequateknowledgeofthebankandtheNationalbankprinciples

functions.

Aboutprotectingtherightsofmanagersandotheremployees,thestudyrepresented

thatthebankisdoingwellinallowingmanagersandotheremployeeseffectively

participateinexercisingtheirrightsandobeytheirduties.



64

ThefindingalsorepresentedthatthebankhasagoodpracticeofNationalbank

principlesanddisclosureofmaterialinformationthoughthereisstillaproblem.

Generallyspeaking,theimpactoftheapplicationoftheNationalbankprinciplesin

theBankofAbyssiniaisencouragingeventhoughit(thebank)hasstillaproblem

withregardtoensuringtheapplyitpractices theComplianceDepartmentand

concerningwiththegoodpracticeofNationalbankprinciplesanddisclosureof

materialinformation.

5.4. Recommendations

Basedonthemajorfindingsofthestudyandtheconclusionsdrawn,theresearcher

suggestedthefollowingrecommendations.

Sincebanksarecomplexinstitutions,whichareusedtooperatingunderstrictly

controlledconditions,itisdifficultforabanktoorganizesuchacoherentsystem of

governance.BoardmembersandComplianceDepartmentneedtobediligentand

capableandtheirperformanceneedstobeassessed.Asaresult,thefollowing

pointsaresuggestedasrecommendationsfortheexistingproblem.

 Thebankshouldhaveformalorientationprogram fornewboardemployees

andformaltrainingsessionsforexistingemployees.Tobeeffective,directors

needtohaveagooddealofknowledgeaboutthecompanyandtheindustry

withinwhichitoperates.

 Thebankorientationprogram shouldbeavailabletoenablenewdirectorsto

gainanunderstandingof:thebankfinancial,strategic,andoperationaland

riskmanagementposition,Nationalbankprinciples practices,the rights,

dutiesandresponsibilities,KYCdocumentationandMoneylaundry.

 The bank should also develop a mechanism bywhich the Compliance

Departmentstrengthenstheirgovernanceskills.Directorsshouldhaveaccess

tocontinuingeducationtrainingtheirstaffmemberofKYC,Moneylaundry

andsuspicioustransactionandupdateenhancetheirskillsandknowledge.

 Thebankshouldcarryoutannualevaluationofitself,itsauditorsandthird

partyauditors.Performanceevaluationisakeyingredientinthemanagement
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ofabankthatcontributesitseffectiveness.Theauditshouldbeseparate

from thecompliancedepartment,inordertotestandassuretheadequacyof

theoverallcompliancefunction.Banksalsoneedtohaveotherindependent

thirdpartytoauditandassessFCC,AML,CTFandsanctionspoliciesand

practices.
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Questionnaire

DearRespondents

Iam aprospectiveMBAGraduatestudentatSt.Mary’sUniversitySchoolofgraduate

studies,Iam currentlycollectingdatatoincludeinmythesis.Thepurposeofthis

questionnaireistocollectprimarydataforconductingastudyonthetopic“The

ImpactofApplicationofNationalBankPrinciplesintheEthiopianCommercialBank

Sector:ACaseStudyatBankofAbyssinia.”Aspartialfulfillmenttothecompletion

ofmasterofbusinessadministrationatSt.Mary’sUniversity.InthisregardIkindly

requestyoutoprovidereliableandaccurateresponsestothebestofyourabilities,

sothatthestudycanmeetitsintendedpurpose.Istronglyassureyouofthe

confidentialtreatmentofyouranswers and thank you in advance foryour

cooperation.Iwouldliketosayyourparticipationforthisresearchsuccesshasvital

role.

Instruction

Pleaserespondtoeachitem byputtingatick“√“markinthebox&fillintheblankon

thenumberwhichbestreflectsyourownperception

DemographicCharacteristics
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1.Educationalqualification

Diploma[ ] Degree [ ] Mastersandabove[ ]

2.Currentprofessionalposition

Officer [ ] Senior-officer[ ] Manager[ ] Director

[ ]

3.WorkingexperienceinBanks

Lessthan2years[ ] 2-5years[ ] 6-10years[ ] Morethan10years

[ ]

Instruction:

Thestatementsbelowdescribeworksituationsthatareconsideredasidealforan

organizationinthesensethatbothemployerandtheemployeeswillbenefitfrom

them.Yourtaskistorateeachstatementbasedonhowyouperceiveitastrueor

applicableinBankofAbyssinia,basedonyourownexperienceinyourcurrentjob.

Theratingsareshownbelow,followedbyanexample.Pleaseanswerastruthfullyas

youcan.Beassuredthatindividualanswersshallremainconfidential.Thankyou.

Rating,StronglyAgree(SA)=5,Agree(A)=4,Natural(N)=3,Disagree(D)=2,

StronglyDisagree(SD)=1
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S.No National Bank Principles in Bank of
Abyssinia

Agreement

1 2 3 4 5

A Compliancemonitors

         

1 TheNationalBankPrinciplesbeingoffered
byyourinstitutionareadequatetocope
withtheongoingservicesofthebankand
periodicallyupdateandcommunicatedto
employees.          

2
IstheirAutomatedcompliancesystem in
thebank todetectandreportsuspicious
transactions and monitoring the
complianceriskexposureofthebank          

3 Compliancedepartmentavailableinyour
institution keep a balance between
employeescontributionand theNational
bankprinciplesandbankprocedures          

4 Your institutionperiodicallyevaluatethe
effectivenesstheirpracticeaccordingwith
NationalBankPrinciples

       

S.No National Bank Principles in Bank of

Abyssinia

Agreement

1 2 3 4 5

B KnowYourCustomer

         

1 Does the bank have a regulation in

implementedandidentifythecustomer.
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2 Is your institution screened customers

againstinternationalSDN sanctionedlists

suchas;UN beforeestablishingbusiness

relationshipandonanongoingbasis.          

3 Isyourinstitutionhavea screeningtoolis

in place to identify Politically Exposed

Persons          

4 IsAMLawarenessinmediaisgoodinthe

country.

5 Absence of National ID card hinders

effectiveKYCprocedures.

6 Is there a department of KYC that

conducted and AML/CFT controls are

assessed before establishing agreement

withcustomer        

C

Auditors          

1 TheBankhaveaninternalauditandother

independentthird party to auditto,a

testingfunctionthatassessesAML,CTF

andSanctionspoliciesandpracticeson

aregularbasis.

2 Regular supervision is conducted on

branchesandsubsidiariesto ensurethe

effective implementation of the

complianceprogram.

3 RiskBasedApproachisadoptedtoassess

thebank'sexposuretomoneylaundering

andfinancingrisks
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S.No

National Bank Principles in Bank of

Abyssinia

Agreement

1 2 3 4 5

D Training

         

1

AComplianceOfficerprovidesemployees

withrelevantcompetenceandauthorityto

overseethebank‘sAML/CFTcompliance

program.          

2 New AML/CFTrelatedlawsorchangesto

theexistingpoliciesorpracticesaretimely

communicatedtoconcernedemployees          

3 Regulartrainingisprovidedtoconcerned

employees on the various aspects of

money laundering and KYC alongside

methods ofidentification and reporting

suspicious

transactionandcustomers.          

4 Doesthebanktakestepstounderstand

thenormalandexpectedtransactionsof

its customers based on its risk
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assessmentofits customers and give

awarenesstoitsemployees

1,.Please,specifytheimportantbenefitsthatarebeingofferedbyotherorganization

thatisnotavailableinyourinstitutionincompliancesandKYC.

______________________________________________________________________

______________________________________________________________________

___________________________________________________________________

______________________________________________________________________

_____.

2,Whatdoyouthinkthesolutiontotheproblem willbe?

______________________________________________________________________

______________________________________________________________________

___________________________________________________________________

______________________________________________________________________

______________________________________________________________________

________________________________________________

InterviewQuestions

1.Doesyourinstitutionappointtrainingforanti-moneylaunderingandKYCprogram?
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2. In orderto effectivelysolvethemoneylaundering practiceswhateffective

measurementdoesyourbanktake?

3.In youropinion how do you explain the effective controlofcompliances

departmentinyourinstitution?


