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PSNO2 requires an independent audit function to assess the adequacy and
effectiveness of the AML/CFT programme regularly.! The PSA separately requires
licensees to appoint an auditor and, for major payment institutions, to submit an
annual auditor's report that covers compliance with the AML/CFT notices as well as
the financial statements and the safeguarding of customer assets.> Small firms
without an internal-audit department satisfy the first requirement through an
external reviewer engaged for the purpose, which MAS accepts provided the
reviewer is independent of the compliance function and reports to the board.

The audit should test the controls themselves and should go beyond confirming that
policies exist. MAS has repeatedly found that firms' audits confirmed the existence
of documents without testing the substance. The untested questions were whether
onboarding files were complete, whether alerts were cleared with reasons, whether
screening was performed on every list update and whether travel-rule messages
were actually sent. The standard is an audit programme that samples transactions
end-to-end, from onboarding through screening, monitoring, travel rule and

record-keeping, and reports exceptions with root causes. The firm should track
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remediation of audit findings in a register that the board reviews. An unremediated
audit finding that an inspector then discovers is the most damaging outcome
possible.

Notes

1. MAS Notice PSNO2, para. 16, requirement for an independent audit function
adequately resourced and independent to regularly assess the effectiveness of

AML/CFT policies, procedures and controls. <

2. Payment Services Act 2019, s. 37 (appointment of auditors and auditor's
report), read with the Payment Services Regulations 2019 on the content of
the annual audit report, including the auditor's assessment of compliance with
the AML/CFT notice. <

Disclaimer

This article is provided for general information only. It is based on publicly available sources as at its
date of publication. These sources have not been independently verified against licences, regulatory
registers or the records of the entities concerned. It is not legal, tax, financial or investment advice.
Nor is it a recommendation to invest in, transact with or use the services of any entity mentioned.
Law and regulation change frequently, so the content may be incomplete or outdated. To the fullest
extent permitted by law, Dr Alexander Ressos and the publisher of SingaporelQ exclude all liability
for loss or damage arising from the use of or reliance on this article. Readers should obtain advice on
their specific circumstances before acting or refraining from action.

Names and trademarks of the entities discussed belong to their owners and are used for identification
only. Their mention implies no endorsement, affiliation or allegation of wrongdoing. All Singapore
law advice is provided by a duly licensed and regulated firm of Singapore advocates and solicitors
only on the basis of an express written letter of engagement. Corrections and updates:
contact@ressos.com.
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