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AML FOR CSA

MANAGING PEP USING PEP PRIVATE



WHAT CONSTITUTES A PEP?

•Holds a prominent public position

•Potential for abuse of power

FATF: “an individual who is or has been entrusted with a prominent public function. Due to their
position and influence, it is recognized that many PEPs are in positions that potentially can be
abused for the purpose of committing money laundering (ML) offences and related predicate
offences, including corruption and bribery, as well as conducting activity related to terrorist
financing (TF).”



WHO ARE PEP?

1. Top government office holders

2. Governmental advisory bodies’ members

3. Legislators and quasi local representatives

4. Family members and closed associates of the PEPs (June 2003)

Foreign PEPs: “individuals who are or have been entrusted with prominent public functions by a 
foreign country, for example Heads of State or of government, senior politicians, senior 
government, judicial or military officials, senior executives of state-owned corporations, 
important political party officials.”



DOMESTIC AND INT’L ORG PEP

Domestic PEPs: individuals who are or have been entrusted domestically with
prominent public functions, for example Heads of State or of government,
senior politicians, senior government, judicial or military officials, senior
executives of state-owned corporations, important political party officials.

International organization PEPs: persons who are or have been entrusted with
a prominent function by an international organization, refers to members of
senior management or individuals who have been entrusted with equivalent
functions, i.e., directors, deputy directors and members of the board or
equivalent functions.



FAMILY MEMBERS AND CLOSED ASSOCIATES

Family members are individuals who are related to a PEP either directly
(consanguinity) or through marriage or similar (civil) forms of partnership.

Close associates are individuals who are closely connected to a PEP, either
socially or professionally



WHAT TO DO WITH A FOREIGN PEP?

For Foreign PEPs

1. Recommendation 12 requires appropriate risk management systems to
determine whether the customer or beneficial owner is a foreign PEP.

2. This means that proactive steps must be taken, such as assessing
customers on the basis of risk criteria, risk profiles, the business model,
verification of CDD information, and the institution’s own research, to
determine whether a customer or a beneficial owner is a foreign PEP.



WHAT TO DO WITH A DOMESTIC/INT’L PEP?

1. Recommendation 12 requires taking reasonable measures, based on the
assessment of the level of risk, to determine whether the customer or
beneficial owner is a domestic PEP.

2. This means reviewing, according to relevant risk factors, CDD data
collected pursuant to Recommendation 10 in order to determine
whether a customer or beneficial owner is a domestic PEP.

3. Determine the risk of the business relationship and, in low-risk cases, no
further steps to determine if a customer is a PEP are required.



ALL VS SOME CASES FOR EDD

For foreign PEPs

• Apply the enhanced risk mitigation measures of Recommendation 12 in
all cases.

For domestic/international organization PEPs

• In cases of a higher risk business relationship with the PEP, apply the enhanced
risk mitigation measures of Recommendation 12.



RECOMMENDATIONS

1. Evaluation of the kind of positions that may potentially lead to corruption

2. Identification of beneficial owners

3. Prominent public function

4. Time limit of PEP status

5. Family members and closed associates

SOURCE OF INFORMATION

1. Ensuring client information is up-to-date

2. Employee training

3. Internet and media search

4. Commercial database (“not required”, “cost too high”, “not reliable”,
“false positive”)



IN-HOUSE DATABASE AND SHARING

Recommendation 18 (internal controls and foreign branches and subsidiaries)
requires financial groups to implement procedures for sharing information with
the group for AML/CFT purposes.

CUSTOMER SELF-DECLARATION

1. to obtain verbal or written declarations from customers to facilitate
taking civil, administrative or criminal action against those PEPs who
wrongly chose to not identify themselves as such.

2. Such a procedure would shift the financial institution’s or DNFBP’s
obligation to their customer, which is not an acceptable practice.



PEP PRIVATE DATABASE

What are the Criteria?

1. Top government office holders

2. Governmental advisory bodies’ members

3. Legislators and quasi local representatives

4. Family members and closed associates of the PEPs (June 2003)

Information Sharing (Recommendation 18)

1. Input by P & L Associates

2. Input by AML users

3. Confidentiality



PEP PRIVATE DATABASE



PEP PRIVATE DATABASE



PEP PRIVATE DATABASE



PEP PRIVATE CHECK



PEP CONTROL CENTER



PEP CONTROL CENTER



PEP CONTROL CENTER



Q & A



Thank you
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