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Alternative remittance and underground banking systems, significant
elements in the money-laundering process, are a vital device for conducting
illegal business and money laundering. Measures to combat the smuggling,
remittance and transfer of money will attack money transfers via both the
conventional and underground banking systems.

The Foreign Exchange Control Act B.E. 2485 (A.D. 1942) introduced
controls on the buying, selling, exchange, transfer and remittance of foreign
currency. In 1984, this act was amended by adding the provision that currency
which has been transferred illegally shall be expropriated. In addition, according

to the Customs Act, Thai currency, foreign currency, bank notes and securities
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shall be treated as ‘goods’ and illegal money transfers shall be considered
illegal and subject to the legal process inherent in such a law.

On May 21, 1990, Thailand became a signatory of Article 8 of the
International Monetary Fund in order to liberalize its financial system. As a
result, the foreign exchange controls have been loosened. For instance, foreign
bank notes and travellers' cheques can be purchased and sold via commercial
banks, authorized persons, without the prior official permission. Nevertheless,
since the provision prohibiting the remittance and transfer of foreign currency
has been repealed, rendering Article 8 bis of the Foreign Exchange Control
Act concerning the prevention and suppression of the illegal transfer and

remittance of money ineffective and unenforceable. Many problems, therefore,
have occurred, for example with regard to examination and confiscation.

In 2001-2003, the Bank of Thailand entrusted by the Ministry of
Finance with the responsibility of administering foreign exchange according
to the Foreign Control Act of 1942 found instances of smuggling of ﬁoney
transfers and remittance for import payment by means of the purchase and
transfer of foreign currency via authorized persons. However, the supporting
documents shown to such authorized persons are counterfeit. The amount of
foreign currency transferred, consequently, totals around US$ 541.43 million,
or 18,928.65 million baht. In all, 16 criminal cases were brought to court, while
during the same period time, the Anti-money Laundering Office and Customs
Department searched a number of individuals, confiscated a large amount of

foreign currency and arrested many offenders at Bangkok International Airport.
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Many problems have arisen with regard to taking legal action against
The offenders in accordance with Article 8 bis of the Foreign Exchange Control
Act. A number of factors have rendered enforcement of the law ineffective and
inefficient, for example, including legal ambiguity, lack of data networking,
prdblems related to the investigation process, and delays in taking legal action
against offenders because of the lack of expertise.

Consequently, to maintain national security and investors’ confidence,
not only do measures need to be in place to combat the illegal transfer and
remittance of money, but those measures should be implemented effectively
as well. Those will comply with the objectives of the UN Convention for the
Suppression of the Financing of Terrorism and the 40 + 9 recommendations
of the Financial Action Task Force (FATF).

In Thailand, existing measures aimed at combating the illegal transfer
and remittance of money are inadequate and difficult to enforce effectively.
Therefore, albeit they do not comply with IMF’s Article 8, the measures
referred to in the UN Convention for the Suppression of the Financing of
Terrorism and the 40 + 9 recommendations of the Financial Action Task Force
(FATF) will be sufficient to solve the problem regarding the illegal transfer
And remittance of money and any damage, both economic and social, will

be diminished.
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This thesis recommends that many issues regarding the Foreign
Exchange Control Act should be amended. For example, the measure
concerning details of money transfers and remittance should be amended,
legal action taken against offenders suspected of the illegal money transfer
should rely on the criminal action and damages, while the power of officials
to investigate and expropriate should be cleverly delineated. Moreover, to
efficiently examine and effectively control the data regarding the transfer of
money, a Data Warehouse should be developed in accordance with the Bank
of Thailand’s Data Management System. Finally, a Central Unit should be
established for coordinating with other organizations to strengthen legal

enforcement.





