A periodical newsletter issued by the Jersey Financial Services Commission in conjunction with the Joint Financial
Crimes Unit, which highlights significant initiatives and changes to anti money laundering practices.
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STATUS OF NOTICE
The Proceeds of Crime (Jersey) Law 1999 provides that in determining whether a person or institution has complied with any of the re-
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1. Policy Statement on Politically Exposed Persons

This update includes a statement of policy from the Jersey Financial Services Commission in relation to the
risks associated with “Politically Exposed Persons’ (“PEPS’).

This Policy Statement is in addition to the requirements of the Anti-Money Laundering Guidance Notes for
the Finance Sector issued by the Jersey Financia Services Commission in July 1999 and should be treated as
an integral part of those Notes with immediate effect.

The purpose of the statement is to clarify the measures that the Commission would expect financial services
businesses to take when dealing with PEPs, and to assist financial services businesses with the development
of their own policies and procedures in this regard.

There is an overriding expectation that all financid services businesses will “know their customer” in al
cases, and the Commission expects al businesses to have formal policies and procedures in place in relation
to the acceptance of new clients and ongoing review thereafter. All financial services businesses should ex-
amine the attached PEP policy statement to establish whether and in what way their existing policies and pro-
cedures will need to be modified in order to follow this guidance.

The Guernsey Financial Services Commission and the Ide of Man Financial Supervison Commission are is-
suing similar policy statements. Financial services businesses which operate in either or both of the other ju-
risdictions will therefore be able to apply a consistent policy throughout the idands.

Politically Exposed Persons (PEP) Risk

1 There has been much international attention paid recently to “politicaly exposed persons’ (or
“potentate”) risk, the term given to the risk associated with providing financia and business services
to government ministers or officials from countries with widely-known problems of bribery, corruption
and financid irregularity within their governments and society. This risk is even more acute where
such countries do not have anti-money laundering standards, or where these do not meet international
financial transparency standards.

2 “Politically exposed persons’ will include senior politica figures and their immediate family, and close

Page 1




Anti Money Laundering Guidance Update —Issue 3
associates. (See explanation note at the end of this section).

In a number of prominent cases, it is believed (or has been proven) that those in power ille-
galy amassed large fortunes by looting their country’s funds, diverting internationa aid pay-
ments, disproportionately benefiting from the proceeds of privatisations, or taking bribes
(described by a variety of terms such as commission or consultancy fees) in return for a-
ranging for favourable decisions, contracts or job appointments. For further analysis on the
effects of corruption, it is worth examining the web site for Transparency International at
www.transparency.org.

The proceeds of such corruption are often transferred to other jurisdictions and concealed
through companies, trusts or foundations or under the names of relatives or close associates.
This makes it more difficult to establish alink between the asset and the individual concerned.
Where family or associates are used, it may be more difficult to establish that the true benefi-
cid owner isa“politicaly exposed person”.

Financia services businesses that handle the proceeds of corruption, or handle illegaly d+
verted government, supranational or aid funds, face the risk of severe reputational damage
and aso the possihility of crimina charges for having assisted in laundering the proceeds of
crime.  Financia services businesses also face the risk of constructive trust suits in such
Stuations.

Jersey as ajurisdiction aso faces considerable reputational damage should any of its financid
services businesses have a business relationship with customers of this nature involving the
proceeds of foreign corruption.

Financia services businesses can reduce risk by conducting detailed due diligence at the out-
st of the relationship and on an ongoing basis where they know or suspect that the busi-
ness relationship is with a “politically exposed person”. Financia services businesses should
develop and maintain “enhanced scrutiny” practices to address PEP risk.

71 All financia services businesses should assess which countries, with which they have
financia relationships, are most vulnerable to corruption. One source of information
is the Transparency Internationa Corruption Perceptions Index a www.
transparency.org. Financial services businesses which are part of an international
group might also use the group network as another source of information.

7.2 Where financia services businesses do have business in countries vulnerable to cor-
ruption, they should establish who are the senior politica figures in that country and,
should seek to determine whether or not their customer has any connections with
such individuas (for example they are immediate family or close associates). Finan-
cid services businesses should note the risk that individuals may acquire such con-
nections after the business relationship has been established.

7.3 Financial services businesses should be most vigilant where their customers are n-
volved in those businesses which appear to be most vulnerable to corruption, such as,
but not limited to, ail, or arms sales.

In particular detailed due diligence, should include:

8.1 Close scrutiny of any complex structures (for example, involving companies, trusts
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and multiple jurisdictions) so as to establish that there is a clear and legitimate reason
for using such structures and a centre such as Jersey, bearing in mind that most legiti-
mate political figures would expect their personal affairs to be undertaken in a more
than usually open manner rather than the reverse.

Every effort to establish the source of wealth (including the economic activity that
created the wealth) as well as the source of funds involved in the relaionship - again
establishing that these are legitimate, both at the outset of the relationship and on an
ongoing basis.

The development of a profile of expected activity on the business relationship so as to
provide a bagis for future monitoring. The profile should be regularly reviewed and
updated.

A review at senior management or board level of the decision to commence the busi-
ness relationship and regular review, on at least an annua basis, of the development
of the relationship.

Close scrutiny d any unusua features, such as very large transactions, the use of
government or central bank accounts, particular demands for secrecy, the use of cash
or bearer bonds or other instruments which break an audit trail, the use of small and
unknown financia ingtitutions in secrecy jurisdictions and regular transactions involv-
ing sums just below atypica reporting amount.

9. There should be full documentation of the information collected in line with the above. Given
the above safeguards the Commission would not necessarily expect financia services busi-
nesses to avoid or close relationships with “politically exposed persons’. |If the risks are under-
stood and properly addressed then the acceptance of such persons becomes a commercial de-
cision as with al other types of customer.

10  For further information about recent developments in response to PEP risk, visit the Wolfsberg
Group's web site at www.wolfsberg-principles.com. In addition financia services businesses
should be aware of recent guidance from the United States of America on enhanced security
for transactions that may involve the proceeds of foreign official corruption. This can be found
on the Internet at www.federalreserve.gov.

Senior political figure is a senior figure in the executive, legidative, administrative, military or judicia branches of a gov-
ernment (elected or non-elected), a senior figure of amajor political party, or a senior executive of a government owned cor-
poration. It includes any corporate entity, partnership or trust relationship that has been established by, or for the benefit
of, asenior political figure.

Immediate family typically includes the person’s parents, siblings, spouse, children, in-laws, grandparents and grandchil-

dren.

Close associate typically includes a person who is widely and publicly known to maintain an unusually close relationship
with the PEP and includes a person who is in a position to conduct substantial domestic and international financial transec-
tions on the PEP’ s behalf.
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2. Revision of Appendix D to the Guidance Notes

Page 3



Anti Money Laundering Guidance Update —Issue 3

A revised Appendix D to the Anti-Money Laundering Guidance Notes for the Finance Sector is &-
tached to this Update. The existing Appendix D of your copy of the Guidance Notes should be re-
moved and the attached copy inserted.

The revised ligt, which is effective immediately, has been drawn up in conjunction with the Guernsey
Financid Services Commission and the Ide of Man Financia Supervision Commission.

The significant changes are as follows:-

i. Cayman Islands and Malta have been removed from the list of countries whose authorised
ingtitutions can be treated as if they were loca indtitutions, as notified in the Anti-Money
Laundering Update Issue 1;

ii. Turkey has aso been removed from the list of countries whose authorised ingtitutions can
be treated as if they were locdl ingtitutions;

iii. Clarification is given regarding those countries who have joined the FATF since the Guidance
Notes were issued in July 1999 (Argentina, Brazil and Mexico);

iv. The current list of Non-Co-operating Countries and Territories issued by the FATF is incor-
porated into the Appendix.

The revised Appendix D is divided into sections as follows:-

Section 1 - Countries and territories whose regulated institutions may be treated as if they
were local institutions

The countries and territories listed in this section are deemed to have in place anti-money laundering
measures which are equivalent to those in force in Jersey. As such, where the Guidance Notes and
Money Laundering (Jersey) Order 1999 make reference to such jurisdictions, this is the list which
should be followed with immediate effect.

Section 2 - FATF countries whose regulated institutions may not be treated as if they were
local institutions

The countries listed in this section are al full members of the FATF, and in the case of Austriaalso a
member of the EU. However, it is not felt appropriate at the present time to regard these countries as
“equivalent” to Jersey due to the issues outlined. This section is not intended to suggest that these
countries are especidly “high risk”: more to explain the reason why, as FATF members, they are not
included in Section 1. These countries should therefore be regarded in the same way & any non-
FATF member country.

Section 3 - Non-cooperative countries and territories (NCCTs)

The countries listed in this section have been identified as “non-co-operative’ by the FATF and the
status as at September 2001 is shown. The Jersey Financid
Services Commission would ex- pect dl financia services busi-
nesses to have in place en hanced procedures for identifi-
cation and due diligence when conducting business involving
any of these territories.

Section 4 — Regular updates

All financial services businesses
gad to reevant information
about the territories with which

are expected to have due re-
which isin the public domain
they are doing business. Formal
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Contact Details

Jersey Financial Services Commission
Andrew Le Brun
Director, Policy & Legal
PO Box 267
Nelson House
David Place
St.Helier
Jersey
Channd Idands
JE4 8TP

Phone: (0)1534 822065 Fax: (0)1534 822001
E-Mail: alebrun@jerseyfsc.org

Joint Financial Crimes Unit

Town Police Station
Piquet House
11 Royd Square
St.Helier
Jersey
Channd Idands
JE2 AWA

Phone: (0)1534 612250 Fax: (0)1534 870537
E-Mall: gp@itl.net

IMPORTANT NOTICE

updates to Appendix D will be posted on the JFSC Website, www.jerseyfsc.org, whilst up to date in-

formation on any countries and territories listed can be obtained from www.oecd.org/fatf

*The revised Appendix D can be found attached to this update.

z I WOULD LIKE TO BE NOTIFIED BY E-MAIL OF FUTURE PUBLICATIONS OF THE
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STATUS OF NON-CO-OPERATING COUNTRIES AND TERRITORIES AS AT

SEPTEMBER 2001
Cook Islands Significant progress made June 2001
Dominica Progress welcomed June 2001
Egypt Classified NCCT June 2001
Grenada Classified NCCT September 2001
Guatemala Classified NCCT June 2001
Hungary Classified NCCT June 2001
Indonesia Classified NCCT June 2001
Israel Significant progress made June 2001
Lebanon Significant progress made June 2001
Marshall Islands Significant progress made June 2001
Myanmar Classified NCCT June 2001
Nauru Additional FATF sanctions planned from 30

September 2001
Nigeria Classified NCCT June 2001
Niue Progress welcomed June 2001
Philippines Additional FATF sanctions planned from 30
September 2001

Russia Progress welcomed September 2001
St. Kitts and Nevis Progress welcomed June 2001
gr;/r']r;(a?:é:md the Progress stalled February 2001
Ukraine Classified NCCT September 2001
4. REGULAR UPDATES

Regular updates to Appendix D can be anticipated and these will be posted on the Jersey
Financial Services Commission website, www.jerseyfsc.org. Up to date information on
listed countries and territories can also be obtained from the FATF website,

www.oecd.org/fatf .




