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1. BACKGROUND

1. These Guidance Notes should be read in conjunction with the Core Guidance Notes
and reference should be made to the Criminal Justice (Money Laundering and
Terrori st Financing) Act, 2010 (, Th

2. The Act derives fromthe 3 EU Money Laundering Di
which in turn is based upon the 40+9 recommendations of the Financial Action Task
For celTF(), FtAhe f or emost internati onal
and terrorist financing.

3. A risk based approach is the foundation upon which this Directive is based. By
providing for a risk-based approach, the Directive enables Designated Persons to
ensure that measures to mitigate money laundering and terrorist financing are
commensurate with the risks identified.

4. The key features of the Act are as follows:

i. The obligation on Designated Persons to apply Customer Due Diligence
(CDD) procedures to their investors in specific circumstances, which not only
require the initial identification and verification of identity but also require
the ongoing monitoring of the business relationship with investors for
suspicions of money laundering and terrorist financing.

ii. There are further obligations to monitor the business relationship with high-
risk investorssuchasPo |l i ti cal |l y EXRo)sed Per s

iii. The obligation to also identify and verify where applicable the beneficial
owners of investments.

iv. The application of the CDD obligations on a risk based approach to provide
for better allocation of resources in the fight against money laundering and
the financing of terrorism.

v. In line with the concept of a risk based approach, the Act sets out specifically
when both enhanced and simplified CDD procedures should be applied to
specified investor types.

vi. Designated Persons are permitted to rely on third parties to meet the CDD
requirements. Notwithstanding this, there is an obligation for ongoing
monitoring of the business relationship. However, ultimate responsibility for
ensuring compliance with the full CDD obligation still resides with the
Designated Person that relies on a third party.

vii. Designated Persons covered by the Directive are obliged to promptly report
suspicions of money laundering or terrorist financing to the Gardai and
Revenue Commissioners.

viii.The Act imposes obligations on Designated Persons in relation to
recordkeeping, staff training and the maintenance of appropriate procedures
and controls pertaining to the obligations imposed by the Act.

5. These Guidance Notes are designed to provide guidance to Designated Persons (as
defined within the Act), on a suggested industry approach to combating money
laundering and terrorist financing in light of the Act.
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2. RESPONSIBILITIES

6.

The adoption and application of appropriate anti-money laundering procedures in
relation to investment funds is a process that involves the following:

i. The board of directors and MLRO of the Fund or Management Company (in the
case of a unit trust);

ii. The promoter/investment manager (we will refer to both of them as the
“Promoter”) of the Fund;

iii. The entity responsible for marketing / sale of the Fund; and
iv. The Fund Service Providers (FSP) e.g. Administrator, Trustee/Custodian etc.

Any or all of the above may be a Designated Person as defined in the Act.

All Designated Persons must comply with the Act and may rely on each other or a
delegate to undertake some of their anti-money laundering responsibilities. It is
recommended that it is clearly set
AML.

The Fund or the Management Company (in the case of a unit trust) is responsible for
performing Customer Due Diligence on its customers, the investors. As detailed
below, the Fund may delegate certain Customer Due Diligence activities to the FSP.
The Fund is the customer of the FSP (see diagram below).

The FSP is responsible for performing AML
on its customer, that is, the fund

v

FSP The Fund

A

The Fund may delegate certain CDD
to the FSP

The Fund is responsible
for performing AML on
its customer, that is, the
investor (s). This may be
delegated to the FSP

Where the Fund has
delegated certain CDD to
the FSP

The Investor(s)

The FSP should conduct relevant due diligence, prior to entering into business with
the Fund Promoter. Such due diligence will include ascertaining if the Promoter is
regulated for AML purposes, if the Promoter is domiciled in the EU or other
Equivalent jurisdictions.

Subsequently,an“ Ar r a n g e meeemered intomithstite Fund, the Management
Company or the Promoter outlining the respective duties and obligations of the Fund
and the FSP. It should be agreed who has contractual responsibility for AML
compliance support, ver i fying the identity of-
money laundering procedures. These roles should be outlined in an Agreement or
SLA.

10.

In practice, it is typically the FSP or the Promoter who undertakes Customer Due
Diligence of the investors on behalf of the Fund and the FSP is responsible for on-
going monitoring.

The Money Laundering Reporting Officer (MLRO)

11.

The Core Guidance elaborates in greater detail on the role and responsibilities of the
MLRO. In addition to the FSP MLRO, a Fund MLRO may be appointed.
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12. A Fund as well as the FSP may have their own respective MLRO. For the avoidance
of doubt, the MLRO of the Fund is responsible for suspicious activity reporting and
may also be assigned responsibility for reviewing processes, systems, controls, and
other matters concerning money laundering and terrorist financing, as they apply to
the Fund. On a regular basis, the MLRO of the Fund may provide a report on such
aforementioned matters to the Board of the Fund or Management Company. An FSP
MLRO may consider it prudent to agree reporting responsibilities with the Fund
MLRO e.g. who has responsibility for reporting a suspicious transaction to the
relevant authorities or whether a joint report is to be made to the relevant authorities
etc. It is recommended that clearly defined responsibilities are agreed and
documented between both parties.
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3.

RISK BASED APPROACH TO COUNTER MONEY
LAUNDERING

13.

The adoption of a Risk Based Approach to counter money laundering and terrorist
financing can yield huge benefits for Designated Persons. Applied correctly this
approach should allow Designated Persons to be more efficient and effective in its
allocation of resources as well as minimizing the burden on investors. Designated
Persons should use their judgment, knowledge and expertise in developing an
appropriate risk-based approach for its particular business activities (e.g.
consideration of the investor type).

14.

A risk-based approach allows Designated Persons to determine and implement
proportionate and appropriate measures and controls to mitigate money-laundering
risk. This is more efficient -siziitdaldg
approach where identical measures and controls are implemented across all investor
accounts regardless of their risk profile.

15.

A well-designed risk based approach will provide a framework for identifying the
degree of potential money laundering (and potential terrorist financing) risks
associated with investors and their transactions. It will allow a Designated Person to
focus on those investors and transactions that potentially pose the greatest risk of
money laundering. It should however be appreciated that a risk based approach is
unlikely by itself to provide a means to identify terrorist financing, although it may
indirectly assist in combating terrorist financing through the reporting of suspected
money laundering activities to government authorities.

16.

Outlined below are some considerations, which Designated Persons may find useful
in developing and implementing a risk based approach to counter money laundering
and terrorist financing The speci fic details of
process should be determined by its Desi gnat ed Person*”
Reporting Officer and Compliance and Business Unit, based on the nature, scale and
complexity of its operations.

Customer Due Diligence (CDD)
17.

Customer Due Diligence (CDD) shall comprise of the following:

(a) Identifying the investor and verifying the i n v e sidentity bnsthe basis of
documents, data or information obtained from a reliable and independent source;

(b) Identifying the investor and verifying the i n v e sidentity bnsthe basis of
documents, data or information obtained from a reliable and independent source;

(c) Identifying the beneficial owner of the investor, if deemed appropriate, after applying a
risk-based approach. This may include understanding the ownership and control structure
of the investor if it is an entity rather than a person;

(d) Obtaining information on the purpose and intended nature of the business
relationship;

(e) Conducting ongoing monitoring of the business relationship including scrutiny of
transactions undertaken throughout the course of that relationship to ensure that
the transactions being conducted are consistent with the institution's or person's
knowledge of the customer, the business and risk profile, including, where
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necessary, the source of funds.

18. The Act, under Section 33, specifies that CDD measures shall be applied in the
following cases:

(a) Prior to establishing a business relationship with the investor;
(b) During the establishment of a business relationship with the investor if the
Designated Person has reasonable grounds to believe that:

i. Verifying the identity of the investor prior to the establishment of the
relationship would interrupt the normal conduct of business

and

ii. There is no real risk of money laundering or terrorist financing occurring
provided that the verification is completed as soon as practicable after the
initial contact

It should be noted that no investor payments should be made until the
appropriate due diligence is carried out.

(c) When carrying out occasional transactions, whether the transaction is carried
out in a single operation or in several operations which appear to be linked;

(d) When there is a suspicion of money laundering or terrorist financing,
regardless of any derogation, exemption or threshold;

(e) When there are doubts about the veracity or adequacy of previously obtained
investor identification data.
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4. KEY COMPONENTS OF A RISK BASED APPROACH

19.

The most common and applicable risk criteria for an Designated Person or
Intermediary for measuring money laundering risk are Country Risk (i.e. domicile of
the investor) and Customer Risk (i.e. investor type). In each case, these primary risk
criteria may be modified by further additional risk variables as outlined further below.

GEOGRAPHIC RISK ASSESSMENT

20.

The Act permits a Designated Person to rely on certain designated third parties to
complete their CDD. However, the Designated Person should be cautious when
relying on third parties as the Designated Person remains liable under Sections 33 and
35(1) for any unreasonable failure by the third party to apply these measures. In
addition, a Designated Person must undertake ongoing monitoring of all investors
including where it has relied upon a third party to meet its CDD obligations. (The
following geographic risk assessment factors would also be relevant for investors
investing directly).

21. Jurisdictions where a presumption of comparability may be made are:

1. EU/EEA member states, through the implementation of the Directive.

2. Jurisdictions included on a list of prescribed countries issued by the Minister for
Justice.

3. Other countries on a risk basis, see below

It would not normally be appropriate to make a presumption of comparability in
respect of other jurisdictions without further investigation.

EU/EEA member states

22.

Member States of the EU/EEA benefit de jure from mutual recognition through the
implementation of the Directive.

FATF members

23.

24,

All FATEF members undertake to implement the FATF anti-money laundering and
counter-t er r or i s m recommendati ons (,the
membership obligations.

However, unlike the transposition of the money-laundering directive by EU Member
States, implementation cannot be mandatory, and members may approach their
obligations in different ways, and under different timetables. It should also be noted
that whilst some countries have been FATF members for a long time, others have
only recently been admitted to membership. Long established members are more
likely to be in fuller compliance with the Recommendations than more recently
admitted members. Moreover, some of these new members were admitted primarily
because of their strategic importance within a region, and in a number of cases, their
national anti-money laundering strategies are still developing. All FATF members
other than China and Turkey (and the Gulf Co-operation Council) are included in the
EU list of equivalent jurisdictions.
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Gulf Cooperation Council

25. The Gulf Co-operation Council (GCC) is in the unique position of being a member of
FATF but with non-FATF countries as its members. However, whilst the GCC
countries - Bahrain, Kuwait, Oman, Qatar, Saudi Arabia and the United Arab
Emirates - have all undergone FATF style mutual evaluations, few of these reports
are publicly available. Moreover, few GCC countries have yet enacted legislation that
contains equivalent provisions to the Directive, and so there may be unevenness in the
position of relevant regulation across GCC member countries. Individual GCC
member countries should therefore be assessed in the same way as for other non-
EU/FATF jurisdictions.

Other jurisdictions

26. Certain jurisdictions and territories do not fall within list of countries prescribed by
the Minister for Justice. This does not necessarily mean that the AML/CTF
legislation, and standards of due diligence, in these countries are lower than those in
prescribed countries. However, standards vary significantly, and Designated Persons
will need to carry out their own assessment of particular jurisdictions. In addition to a
Designated Person's own knowledge and experience of the country concerned,
particular attention should be paid to any FATF-style or IMF/World Bank evaluations
that have been undertaken. As a result of due diligence carried out, therefore,
jurisdictions may be treated the same as those on the prescribed list, for the purposes
of;

e determining those jurisdictions
meet the required AML/CTF standards,

o for the purposes of determining if SCDD is appropriate,

e and/or determining whether Designated Persons may rely, for the purposes of
carrying out CDD measures, on other Designated Persons situated in such a
jurisdiction.

Factors to be taken into account when assessing other jurisdictions AML/CTF
27. Factors include:

U Membership of groups that only admit those meeting a certain benchmark.

U Contextual factors — political stability; level of (endemic) corruption etc.
U Evidence of relevant (public) criticism of a jurisdiction, including FATF (and
other)  advisory notices.
0 Independent and publ i c ass e &/6TRegine
0 Need for any assessment to be current.
U Implementation standards (including quality and effectiveness of supervision).
U Incidence of trade with the jurisdiction — need to be proportionate especially
where very small.
Membership of an internatioa | or regional O6groupd
288 There are a number of international

to membership only those jurisdictions that have demonstrated a commitment to the
fight against money laundering and terrorist financing, and which have an appropriate
legal and regulatory regime to back up this commitment. Where a jurisdiction is a
member of such a group, there may be an initial belief that the jurisdiction is likely to
meet similar AML/CTF requirements.

Contextual factors

29. Such factors as the political stability of a jurisdiction, and where it stands in tables of
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corruption (e.g. Transparency International) are relevant to whether it is likely that a
jurisdiction may be considered to apply an acceptable standard. It will, however,
seldom be easy for Designated Persons to make their own assessments of such
matters, and it is likely that they will have to rely on external agencies for such
evidence, whether prepared for general consumption, or specifically for the
Designated Person. Where the Designated Person looks to publicly available
evidence, it will be important that it has some knowledge of the criteria that were
used in making the assessment. The Designated Person cannot rely solely on the fact
that such a list has been independently prepared, even if by a respected third party
agency.

Evidence of relevant (public) criticism

30.

31.

32.

33.

FATF published a report (in 2000) setting out criteria for identifying those countries
and territories that are not cooperative in the international fight against money
laundering. Following evaluations of a number of countries against this set of criteria,
FATF published a list of jurisdictions (NCCT jurisdictions) that were identified as
non-cooperative.

FATF monitored progress made by NCCT jurisdictions as a priority; in view of
progress made, no jurisdictions remained on the list as at February 2007, and the
NCCT process was discontinued.

When constructing their internal procedures, however, Designated Persons should for
the time being have regard to the need for additional monitoring procedures for
transactions from any country that was recently NCCT classified. Additional
monitoring procedures will also be required in respect of correspondent relationships
with financial institutions from such countries.

The Financial Regulator and FATF issue advisory notices from time to time alerting
Designated Persons to jurisdictions with poor AML controls. Other, commercial
agencies also produce reports and lists of jurisdictions, entities and individuals that
are involved, or that are alleged to be involved, in activities that cast doubt on their
integrity in the AML/CTF area. Such reports lists can provide some useful and
relevant evidence — which may or may not be conclusive — on whether or not a
particular jurisdiction is likely to meet acceptable standards.

Mutual evaluation reports

34,

FATF

35.

Particular attention should be paid to assessments that have been undertaken by
standard setting bodies such as FATF, and by international financial institutions such
as the IMF.

FATF member countries monitor their own progress in the fight against money
laundering and terrorist financing through regular mutual evaluation by their peers. In
1998, FATF extended the concept of mutual evaluation beyond its own membership
through its endorsement of FATF-style mutual evaluation programmes of a number
of regional groups FATF members. The groups undertaking FATF-style mutual
evaluations are:

the Offshore Group of Banking Supervisors (OGBS) see www.ogbs.net

the Caribbean Financial Action Task Force (CFATF) see www.cfatf.org

the Asia/Pacific Group on Money Laundering (APG) see www.apgml.org
MONEYVAL, covering the Council of Europe countries which are not members
of

O O OO
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FATF see www.coe.int/moneyval

¢ the Financial Action Task Force on Money Laundering in South America
(GAFISUD) see www.gafisud.org

¢ the Middle East and North Africa Financial Action Task Force (MENAFATF)
see
www.menafatf.org

¢ the Eurasian Group (EAG) see www.eurasiangroup.org,

¢ the Eastern and Southern Africa Anti-Money Laundering Group (ESAAMLG)
see
www.esaamlg.org

¢ the Intergovernmental Action Group against Money-Laundering in Africa
(GIABA) see www.giabasn.org

36. Summaries of FATF and FATF-style evaluations are published in FATF Annual
Reports and can be accessed at www.fatf-gafi.org. However, Designated Persons
should note that those conducted by the Caribbean Financial Action Task Force have,
to date, not included representatives of any FATF country on their evaluation teams.

IMF/World bank

37. In additional to the mutual evaluations carried out by FATF and FATF-style regional
bodies, as part of their financial stability assessments of jurisdictions, the IMF and the
World Bank have agreed with FATF a detailed methodology for assessing
compliance with AML/CTF standards, using the FATF Recommendations as the
base. A number of countries have already undergone IMF/World Bank assessments in
addition to those carried out by FATF, and some of the results can be accessed at
www.imf.org.

Implementation standards (including effectiveness of supervision)
38. Information on the extent and quality of supervision of AML/CTF standards may be
obtained from the extent to which a jurisdiction complies with Recommendations 17,
23, 29 and 30.
Incidence of trade with the jurisdiction
39. In respect of any particular jurisdiction, the level and extent of due diligence that
needs to be carried out in making a judgement on AML/CTF standards will be
influenced by the vol ume & budinesswith tat
jurisdiction in relation to the Des

EU prohibition notices and advisory notices

40. Details of countries where EU prohibition notices are in place and countries where
additional countermeasures must be applied are set out at:

http://ec.europa.eu/external_relations/cfsp/sanctions/index_en.htm
Customer Risk

41. Factors to consider which will establish the level of risk may include:

0 Unregulated non-profit organisations;
0 Family trusts;

11 Version 20.0 16 June 2010



http://www.eurasiangroup.org/

Additional risk variables

42.

43.

0 Trusts with complex structures in high risk jurisdictions

Unlisted companies;

., Gatekeeper™" account s operated b
customers where the identity of the investor is not disclosed;

The known business of the investor (e.g. cash intensive businesses);

Politically exposedPers ons ( “ PEPs " ) ;

Entities with no physicabndpl ace of
Investors with PO Box addresses.Where postal boxes are supplied instead of full
addresses, the Designated Person should consider whether this is standard
practice for t he i nvestor"“s coun
suspicious.

U The Wolfsberg Principles

o

[t e e ]

Refer to the matrix in Sect i on 6 ,Gener al appro
regarding the documentation, which may be obtained, based on the risk categorization
of the investor.

A Designated Person's risk based approach methodology may also take into account
additional risk variables, specific to a particular investor or transaction. These
variables may increase or decrease the perceived risk posed by a particular investor or
transaction and may include:

e The level of investment by the particular investor or size and frequency of
transactions undertaken (e.g. unusually high levels of investments and
transactions compared to what might reasonably be expected of investors with a
similar profile).

e Product risk — A risk based approach should include determining the potential
risks presented by products and services offered. For example, a close-ended
fund, by its nature, may be a less attractive vehicle for laundering money than an
open-ended fund. Investment in such funds may pose a lower money laundering
risk.

e The level of regulation or other oversight or governance regime to which an
investor is subject in its home jurisdiction.

e The closeness of the investor relationship. Long standing relationships involving
frequent investor contact throughout the relationship may present less risk from a
money laundering perspective.

e The familiarity with a jurisdiction, including knowledge of local laws, regulations
and rules, as well as the structure and extent of regulatory oversight, as the result
of the financial institution®"s owr

e The use of intermediate corporate vehicles or other structures that have no
apparent commercial or other rationale or that unnecessarily increase the
complexity or otherwise result in a lack of transparency. The use of such vehicles
or structures, without an acceptable explanation, increases the risk.

o Whether the investor has been introduced by a Third Party-see Section 8
», Reliance gantodohiundePamakiee Due Dil i

Note: The weight given to these primary risk criteria and the additional risk variables
in assessing the overall risk of potential money laundering by a specific investor is
discretionary. Application of the above referenced risk criteria and risk variables is
intended to provide a strategy for managing potential money laundering risks
primarily aimed at high risk investors.

Each Designated Person should document the rationale behind its individual risk
based approach to money laundering and in line with good practice periodically (no
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less frequently than annually) review its risk assessment approach.

What level of Customer Due Diligence should be applied?

44. Having assessed the Country Risk, Customer Risk and other risk variables the
Designated Person will determine which of the following risk based approaches are
most appropriate.

Simplified Customer Due Diligence (SCDD)
Section IV (H) of the Core Guidance gives further information on SCDD

45. The Act specifies investors for whom it may be appropriate to apply SCDD. These
include:

1. A credit or financial institution that carries out business in an EU Member State
or in a jurisdiction, which operates comparable AML/CTF, controls.

2. A company listed on aregulated market or a majority-owned subsidiary of a
parent company listed on a regulated market.

3. A public body

4. A body which:

a) has been entrusted with public functions under a provision of a treaties of the
European Communities or under an Act adopted by an institution of the
European Communities;

b) in the reasonable opinion of the designated person concerned, the identity of
the body is publicly available, transparent and certain;

¢) in the reasonable opinion of the designated person concerned, the activities of
the body and its accounting practices are transparent; and

d) the body is either accountable to an institution of the European Communities
or to a public authority of a Member State.

Examples of institutions falling into this category include the European Central Bank,
The European Investment Bank, the European Environment Agency etc.

A list of EU agencies can be found at:
http://europa.eu/agencies/community agencies/index_en.htm

5. A pension, superannuation or similar scheme that

0] provides for retirement benefits to employees, and,;

(i) where contributions are made by an employer or by deduction from an
empl oyee"s wages, and;

(i) where the rules of the scheme do
assigned.

46. When SCDD is applicable, the Designated Person is required to obtain sufficient
evidence to confirm that the investor belongs to one of the categories above. This
could be achieved, for example, by verifying a credit or financial institution to an
appropriate r.egulator®s web site
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47.

48.

49.

Standard Customer Due Diligence

50.

Non Face to Face

51.

Enhanced Customer Due Diligence (ECDD)

52.

Providing that the Designated Person has obtained necessary proof, then the
Designated Person may not be required to obtain any additional identification
documentation.

Although an investor may appear to qualify for SCDD, there is no exemption from
the obligation to verify identity where the Designated Person knows or suspects that a
proposed business relationship or occasional transaction involves money laundering
or terrorist financing, or where there are doubts about the veracity or accuracy of
documents, data or information previously obtained for the purposes of investor
verification.

Even where SCDD has been judged appropriate for an investor, Designated Persons
must still conduct ongoing monitoring of the investor and report any suspicions of
money laundering or terrorist financing.

The Designated Person may apply standard due diligence in situations where based
on their risk assessment the investor does not fall into either the simplified or
enhanced categories as outlined in the Act. The level of standard due diligence
applied will vary based on a risk assessment of investors within this category i.e.
lower or higher risk. Section 6 of these Sectoral Guidance Notest i t | e d
Approach to Verification of | dent
documentation, which a Designated Person may request, when applying a range of
standard Customer Due Diligence to prove identity of an investor, using a risk based
approach.

There are some situations where the investor is typically not physically present —such
as investing in a collective investment scheme, which would not in itself increase the
risk attaching to the transaction or activity. A Designated Person should take account
of such situations, for example, where the investor has been identified/introduced by a
third party and recognise this in developing their processes and procedures,

A Designated Person must apply (ECDD) measures on a risk sensitive basis in any
situation, which by its nature would present a higher risk of money laundering or
terrorist financing. The Directive specifies that ECDD should be carried out in
respect of a business relationship or an occasional transaction with a PEP.
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53. The application of ECDD will require that the Designated Person apply higher than
standard Customer Due Diligence measures. Section 9 of these Sectoral Guidance
Notes t i t Poktidally ‘Exposed Persons (PEPs)” p r ofwthedgaidance in this
area.
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5. APPLICATION OF A RISK BASED APPROACH
TO VERIFICATION AND ONGOING
MONITORING

Existing investors

54. For investors in relation to whom the Designated Person was exempted from
verifying identity because they were investors prior to the Designated Person
falling within the scope of the Criminal Justice Act, 1994, it should be
acceptable for the Designated Person to manage any risk of money laundering
and terrorist financing through ongoing monitoring. Due to the long-standing
relationship between the Designated Person and the investor, retrospective
wholesale verification of identification is unlikely to enhance Customer Due
Diligence, especially given the practical issues to which it would give rise.
However, Designated Persons should consider whether verification of identity
would be warranted on a risk-sensitive basis.

55. A Designated Person may be satisfied with its existing risk control measures for
particular investors and additional risk assessment may be unnecessary. Any
decision in this regard should be taken after considering the overall risks of the
Designated Person“s Dbusiness or
transactions or business lines.

Obtaining new investor information for existing investors

56. There are significant practical problems in obtaining new identification
information for existing investors. However, it may be appropriate to request
additional documentation in the following circumstances:

¢ The Desi gnat eabed Bsessmsnbindicases thatiths kvestor
falls into a higher than standard risk category.

¢ The i nvestor"s account h a s -pehiogl efr|
time for the type of service being provided and has a balance in it.

¢ The investor instructs a redemption on the investment and the CDD
documentation with the Designated Person is inadequate or absent.

¢ The Designated Person suspects that the investor may be involved in money
laundering or terrorist financing.

If identification and verification documentation has not been received from an investor
at the time of enactment of the Act then the Core Guidance Notes and these Sectoral
Guidance Notes, which are applicable at the time of enactment, will be deemed to apply
to these investors.
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Need for ongoing monitoring

57. Money laundering risks for some investors may only become evident once the
investor has begun transacting through the investor account. Thus ongoing
monitoring of investors is a key component of a risk-based approach to
combating money laundering and terrorist financing.

58. Depending upon activity and the risk of potential money laundering or terrorist
financing, monitoring of investors may involve some form of automated process
of all or a sample of transactions being monitored against pre-determined risk
parameters. See also sections 97 to 114 for examples of situations warranting
further investigation and monitoring of investors.

59. It should be noted that ongoing monitoring includes monitoring against relevant
government lists and PEPs.

60. The Designated Person, in this case the FSP, will perform monitoring of the
activities relating to the registered shareholder (please refer to Section 10
s, Suspicious Transactions").

6. GENERAL APPROACH TO VERIFICATION OF IDENTITY

61. Designated Persons should verify an investor's identity as soon as practicable,
but they are not prevented from processing initial subscriptions before
verification checks are completed. The Designated Person may decide to restrict
investor®“s account for subscripti
laundering or terrorist financing. In either case, any payment to an investor
should be withheld until full verification has taken place and failure to proceed
with the transaction or service would not result in tipping off.

62. It is important to note that, in addition to the documents required for Customer
Due Diligence outlined below, other documentation will be required from an
investor to enable the Designated Person to open up an account and to perform
normal operational duties such as payment of redemptions. These are outside
the scope of the Criminal Justice (Money Laundering and Terrorist Financing)
Act 2010 but there may be other relevant regulations or legislation, which
governs the format of these documents.

63. Examples of operational documents which are typically required from investors
are:

1. Application form.
2. Bank details for payment of redemptions or dividends.
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64. Outlined below is general guidance on the documentation, which a Designated Person may request, when
undertaking Standard Customer Due Diligence to prove the identity of an investor. We have prepared this
guidance in the form of a matrix within the parameters of Lower Risk to Higher Risk and it is for each
Designated Person to decide, within their risk-based assessment, the appropriate level and detail of
documentation required to identify an investor within these parameters.

Examples of Standard Due Diligence i please refer to footnotes at the end of the matrix

Investor Standard Due Diligence-Lower | Standard Due Diligence-Higher Risk®

Type’ Risk

Individual / 1. A copy photographic identity 1. Certified® copy of a photographic identity document
Verify name document and a copy non- and two certified® or original non-photographic

and address (or
name and date
of birth)

photographic identity document.
or

2. The investor can be verified
electronically.

identity documents.

Joint Accounts’
Verify name
and address (or
name and date
of birth)

Same as individuals except must be
done for all parties.

Same as individuals except must be done for all parties.

Listed
Companies
not qualifying
for SCDD
[Verify
corporate
details, and
directors

Proof of listing.

Full name.

Registered number.

Registered office address.

Principal business address

Details of Directors.

Verify the identity‘of two

directors or one director and one

authorised signatory.

8. Details of beneficial owners
who own more than 25% of the
share capital or voting rights.

9. Verification of identity from:

a. Search of the
relevant company
registry; and/or

b. Copy of Certificate
of incorporation or
equivalent; and/or

c. Copy of
Memorandum and
Articles of
Association or
equivalent; and/or

d. Copy of latest
audited financial
statements

10. Authorised signatory list.

Nogk~wbdE

1. Verify the identity® of all beneficial owners
beneficially entitled to more than 25% of the share
capital or voting rights of the entity or otherwise
exercises control over the management of the entity.

Private and
Unlisted

1. Full name.
2. Registered number.

1. Verify the identity” of all beneficial owners

beneficially entitled

t
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Companies/ 3. Registered office address. share capital or voting rights of the entity or otherwise
Verify corporate | 4. Principal business address. exercises control over the management of the entity.
details and 5. Details of directors.
directors / 6. Verify the identity*of two
authorised directors or one director and one
signatories authorised signatory.
7. Details of beneficial owners
who own more than 25% of the
share capital or voting rights.
8. Verification of identity from
i. Search of the relevant
company registry; and/or
ii. Copy of Certificate of
incorporation or equivalent;
and/or
iii. Copy of Memorandum and
Articles of Association or
equivalent; and/or
iv. Copy of audited financial
statements
9. Authorised signatory list.
Partnerships/ 1. Full name. 1. Verify the identity” of all partners who own more that
Verify 2. Registered office address. 25% of the partnership capital, profit or voting rights.
partnership 3. Principal business address.
details and 4. Details of all partners (where
partners/ not a Partnership Fund) or
authorised 5. If a Partnership Fund, details of
signatory General Partner and partners
who own more than 25% of the
partnership capital, profit or
voting rights and listing of
directors, if appropriate.
6. Verify the identity* of General
Partner or two partners or one
partner and one authorised
signatory.
7. Constitutional Document* (e.g.
Partnership Agreement).
8. Authorised signatory list.
1. Full name. 1. Verify the identity* of all Members beneficially
LLC// Verify 2. Registered office address. entitled to more than 25% of the of the share capital,
partnership 3. Principal business address. profit or voting rights.
details and 4. Details of the Managing
partners/ Members
authorised 5. Verify the identity* of two
signatory Managing Members or one

Managing Member and one
authorised signatory.

Details of Members who own
more than 25% of the share
capital, profit or voting rights.
Constitutional Document* (e.g.
Certificate of formation).
Operating agreement.
Authorised signatory list.
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Collective
Investment
Schemes not
qualifying for
SCDD/

Verify investors of
the CIS who own
more than 25% of
the share capital.
May also obtain
comfort on entity
carrying out
AML/CTF
controls

Consider legal form of collective
investment scheme — if the
scheme is listed in a regulated
market then it may qualify for
SCDD, otherwise, the following
documentation is suggested:

1. Full name of CIS.

2. Registered address of CIS.

3. Prospectus® or equivalent

4. Name and address of scheme
promoter.

5. Name and address of scheme
administrator.

6. Name and address of entity
carrying out anti-money
laundering checks upon the
scheme investors and
confirmation that entity is
regulated for AML purposes.

7. Details of all investors who
own more than 25% of the
share capital.

8. Authorised signatory list

1. Verify” all investors of the CIS who own more than
25% of the share capital.

and/or

2. Written confirmations from entity carrying out
AML/CTF controls similar to that requested from third
parties undertaking due diligence;

and/or

3. Revi

and/or

4. Arrange for an independent due diligence review of
responsible entity.

ew of r e sAMLICTFptodedares;e

Trusts,
foundations and
similar
entities//Verify
trust, trustees,
protector/
controller / settler
and beneficiary

=

Full name of trust.

Registered address of trust.

3. Consider legal form of the
trust, foundation or similar
entity

4. Trust deed* or equivalent or

confirmation of the entity to

an appropriate register.

Nature / purpose

Details of all trustees

Details of settler

Verify identity* of two

trustees or one trustee and

one authorised signatory.

9. Details of all beneficial
owners who own at least
25% of capital-.. —please
refer to Section 1V of the
core re the definition of
6Beneficial
relation to a trust

10. Authorised signatory list

N

NG

Lo

Verify the identity* of any settler, where practicable.
2. Verify identity* of all beneficiaries who own at least
25% of the capital. —please refer to Section 1V of the
corere the definition of
relation to a trust.
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Pension Schemes | 1. Full name 1. Verify identity* of scheme administrator and entity
not qualifying for | 2. Registered office address carrying out AML/CTF controls on scheme investors,
SCDD/Verify 3. Authorised signatory list per legal form ;
underlying 4. Confirmation of registration, | and/or
employer and as appropriate, from the 2. Written confirmations from entity carrying out
scheme relevant tax authorities or AML/CTF controls similar to that requested from third
Pensions Board or obtain parties undertaking due diligence;
items 5 and 6 below and/or
5. Details of 3. Review of r e sAMLICSH pooteduresp
Trustees/Directors/Governor | and/or
s /Board Members or 4. Arrange for an independent due diligence review of
equivalent responsible entity.
6. Constitutional/Formation
Document (e.g. Trust Deed).
Charities/ Verify | 1. Full name 1. Copy of audited financial statements.
entity and selected | 2. Nature/Purpose including the
officials nature of the funding
3. Registered office address
4. Principal business address
5. Authorised signatory list
6. A check of arelevant

Charities Register e.g. UK
Charities Commission or
obtain items 7-10 below
Details of
Trustees/Directors/Governor
s/Board Members or
equivalent

Verify the identity® of either
two Trustees / Directors/
Governors / Board Members
/equivalent, or one Trustee /
Director/ Governor / Board
Member/ equivalent, and one
authorised signatory.

9. Details of beneficiaries
(where ascertainable)
10. Constitutional/Formation
Document*
Clubs and 1. Full name.
Societies/Verify 2. Registered office address
entity and selected | 3. Nature/Purpose including the
officials nature of the funding
4. Confirmation of the legal
status.
5. Constitutional/Formation
Document* (e.g. Trust Deed)
and / or copy of audited
financial statements (if
available).
6. Details of officers.
7. Verification of the identity”
of two of the officers of the
Club/Society or one officer
and one authorised signatory.
8. Authorised signatory list.
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Nominees not 1. Proof that entity (or its 1. Verify entity according
qualifying for parent) is regulated for ri sk investor.
SCDD/Verify AML/CTF purposes in a 2. Verify identity* of all third parties investing through
entity. Obtain jurisdiction assessed by the the entity which owns more than 25% of the initial
comfort on Designated Person to operate investment;
AML/CTF comparable AML/CTF and/or
controls operated controls; or 3. Obtain written confirmations from entity on AML/CTF
by entity. 2. Verify entity according to its controls similar to that requested from third parties
l egal form ag undertaking due diligence;
investor. and/or
4. Reviewof entity"s AML/ CTF
and/or
5. Arrange for an independent due diligence review of
entity.
Credit or 1. Verify entity according to its | 1. Verify entity according to its legal forma s a “
financial legalfomas a “ Il owe|ri sk” investor?’
institutions to investor.
which SCDD does
not apply /Verify
credit or financial
institution details
Public bodies to 1. Full name. 1. Verify the identity” of two officials or one official and
which SCDD does | 2. Nature and status one authorised signatory, where applicable and/or.
not apply/ Verify | 3. Registered office address 2. Verify the identity” of all persons who own or control
public body details | 4. Name of the home state over 25% o sharetcdpital orevating righty
and officials authority and nature of its of the body or otherwise exercises control over the

o

© ©

relationship with public body.
Ownership of the entity.
Details of main public body
officials.

Where applicable details of
all persons who own or
control over 25% of the
entity"s shar
voting rights of the body or
otherwise exercises control
over the management of the
body.

Authorised signatory list.
Appropriate background
information e.g. via internet
search.

management of the body, where applicable.
3. Certified audited financial statements.

Schools, colleges
or
universities/Verify
entity details and
officials

Schools, colleges or universities
under State control should be
treated as similar to public
bodies; if the entity is
independent then this may

increase emphasis on independent

background information.

1. Full name.

2. Registered office address.
3. Authorised signatory list.
4. Verify identity by checking

1. Verify the identity” of all persons who own or control
over 25% of the entity"
rights, where applicable.
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with relevant registers and /or
obtaining appropriate
background information e.g.
via internet search

5. Verify the identity* of two
officials or one official and
one authorised signatory or
obtain 6 and 7 below

6. Determine the ownership of
the entity. In particular,
determine if in public
ownership or independent
and

7. Obtain names of main
officials.

' Refer to Appendix 1 of the core guidance for further details of documentation required.

% The higher risk section details documents and actions, which are recommended to be obtained
or performed in addition to those recommended in the lower risk section.

¥ In terms of certified documents this means that there is an original signature on the document
from a suitable person. Suitable persons include:

Garda Siochana/Police Officers;

Chartered & Certified Public Accountants;
Notaries Public/Practicing Solicitors;
Embassy Consular Staff;

Designated Persons as defined

* Identity should be verified according to your risk assessment. A Designated Person may decide
as part of their risk-based approach that some documents should be received in original or
certified form (see note 3 above), rather than just copies e.g. for a certain investor type or for
individuals/entities based in certain jurisdictions.

7. Source of Funds

65. See Section B of the Core Guidance in relation to the reliance, which can be placed

on source of funds. Where a Designated Person is relying on source of funds, they
should consider the risk variables outlinedinSecti on 4 , Key Component
Based Approach®, of this Sectoral Gui dance.
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8. RELIANCE ON THIRD PARTIES TO UNDERTAKE
DUE DILIGENCE

Introduction

66. A Designated Person may rely upon the fact that certain third parties have already
undertaken due diligence measures in relation to an investor that the third party has
introduced to it. However, the Designated Person retains responsibility for ensuring
that its CDD obligations have been met.

In addition, a Designated Person must undertake ongoing monitoring of all investors
including where it has relied upon a third party to meet its other CDD obligations.

Circumstances in which due diligence is often performed by a third party

67. Detailed below, are some common circumstances where, for the funds industry, due
diligence may be performed by a third party. This should not be considered to be an
exhaustive list.

1. A third party may be appointed as intermediary by the shareholder,
e.g. as a broker or independent financial advisor, and would
undertake AML/CTF controls as part of their normal business
requirements.

2. A third party is appointed as an intermediary by a promoter or
distributor to perform certain duties for an investor or group of
investors, e.g. as part of their marketing strategy.

3. A third party is appointed by a promoter, Administrator, Registrar or
distributor as part of a formal outsourcing arrangement of AML/CTF
controls.

68. Where it is proposed that AML/CTF will be carried out by the fund promoter, the
Designated Person should consider similar factors as below when risk assessing the
proposed practice. The Designated Person must obtain a written confirmation from
the promoter similar to that discussedinSe ct i on 2 ., Respons
Guidance.

69. Nominee shareholders should not be considered third parties in this respect because
typically, the Nominees themselves are the registered shareholder, although they will
normally be investing on behalf of another party, on whom they will have carried out
CDD. Nominee shareholders are likely to be regulated credit or financial institutions
and for this reason may be eligible for simplified due diligence as detailed in Section
IV (g) of the Core Guidance.

Relevant Third Parties

70. SectionlVof t he Core Guidance details *
upon. Designated Persons should consider
i. that the third party is appropriately regulated
ii. isbased in a country, which could be considered to have equivalent AML/CTF
requirements to those specified in the Third Money Laundering Directive.

71. A Designated Person should assess whether a country can be considered equivalent,
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as follows:

1.

establishing whether it is an EU member State; or a place designated under
s31 of the legislation and after due consideration of country / geographical
risk factors (see Section V of the Core Guidance and Section 4 of these
Sectoral Guidance Notes); and

a Designated Person may, based on their own risk assessment consider a
country which is not an EU member state or a place designated under section
31 of the legislation as comparable, after consideration of factors detailed in
Section 4 ,Key Components of A r

Points to be considered prior to relying upon a Third Party

72. There are a number of important points contained in Sections V of the Core Guidance
with particular relevance for the funds industry:

Although a Designated Person can rely on a third party to undertake due
diligence, the Designated Person still retains overall responsibility for
ensuring that it has met its customer due diligence obligations .

The Designated Person must undertake ongoing monitoring of all customers
including those for which it has placed reliance on a third party .

iii. A Designated Person should consider whether it is comfortable placing

reliance on a particular third p
status, reputation, country of registration, countries) of business and any prior
experience that the designated party may have with the third party .

A Designated Personshouldar r ange for a review
policies and procedures on a risk based approach and level of compliance
with the Third Money Laundering Directive or equivalent legislation. This
could be undertaken by the Designated Person itself or by a suitably qualified
independent expert.

The Designated Person may also consider the risk profile of the registered
shareholders when deciding on whether to rely upon due diligence performed
by a third party or whether the third party has itself relied upon another third
party to meet its CDD obligations .

Recommended written confirmations to be received from Third Parties

73. Sections V of the Core Guidance details various confirmations, which the Designated
Person should receive from any third party being relied upon. These are:

Acknowledgement that the third party is aware that the Designated Person is
relying upon it for CDD purposes other than monitoring.

The group of customers for whom the confirmation is being given (e.g. all
investors in a fund, named investors, etc).

iii. Confirmation that the third party will retain the records for a period of at least

five years after the business relationship has ended .

Confirmation that the third party will make copies of the identification
documents available upon reasonable request from the Designated Person.
Please note that third parties based in certain jurisdictions with strict banking
secrecy laws e.g. Switzerland and Luxembourg, may need to amend this
confirmation to indicate that they will deliver the documents to a regulatory
authority rather than directly to the Designated Person e.g. on foot of a court
order.

Confirmation of the AML/CTF regulations to which the third party adheres
to.
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Group Introductions

74,

75.

76.

77.

Sections V of the Core Guidance gives general information regarding group
introductions. Where an investor is introduced by one part of a group to another, it is
not necessary for his identity to be re-verified, provided that;

The identity of the investor has been verified by the introducing part of the group in
line with AML/CTF standards in the Legislation or equivalent standards set down by
non-EEA jurisdictions;

The group that carried out the CDD measures meets the definition of a third party that
can be relied upon as set out above; and

The relevant records in relation to the investor should be capable of being reproduced
in written form in the State.

Business Acquisitions

78.

79.

80.

81.

Section V of the Core Guidance Notes discusses situations where a Designated
Person acquires the business and customers of another Designated Person. In the
funds industry, this happens most often when a fund is converted from one
Administrator to another

It may not be considered necessary to re-verify existing investors provided that:

1. the investor documents are obtained by the acquiring Designated Person
either in original or copy form, and

2. the acquiring Designated Person is given a confirmation by the outgoing
Designated Person or the Promoter that the investors have been verified
according to appropriate AML/CTF controls, and/or the acquiring Designated
Person has satisfied itself that the investors have been properly verified by
sample-checking investor identification documentation in order to confirm
that AML/CTF controls have been performed to an acceptable standard.

As risk assessments may differ between different Designated Persons, it may be
helpful for the acquiring Designated Person to obtain an understanding of the
outgoing DesignatedPer son“s AML/ CTF policies.

In the event that:
1. sample testing of the CDD of existing investors indicates that
AML/CTF procedures may not have been carried out to an
appropriate standard; or

2. the outgoing designated Persons risk assessment differs from the
acquiring Designated Persons risk assessment; or
3. the investor records are not accessible,

then the acquiring Designated Person may decide to perform its own due diligence on
investors who it adjudges to have been inappropriately identified.
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9. POLITICALLY EXPOSED PERSONS (PEPS)

82. See Section IV of the Core Guidance for further details on PEPs, e.g. definition of a
PEP etc.

83. Designated Persons are required, on a risk-sensitive basis, to:

1. have appropriate risk-based procedures to determine whether an investor
is a PEP;

2. obtain appropriate senior management approval for establishing a
business relationship with such an investor;

3. take adequate measures to establish the source of wealth and source of
funds which are involved in the business relationship or occasional
transaction; and

4. conduct enhanced ongoing monitoring of the business relationship.

84. Establishing whether individuals or legal entities qualify as PEPs is not always
straightforward and can present difficulties. It is recommended that a Designated
Person inserts relevant language into the Fund Subscription Documents to aid and
assist in the identification of a PEP, including the determination of the Source of
Wealth. This language may contain a request to disclose whether the applicant is a
PEP but should at minimum; contain a request to disclose the source of wealth. In
addition, the Fund may determine it appropriate to insert certain language in the
Funds Offering Documentation.

85. In the situation where the Designated Person considers that there is an increased risk
that it may have investors who are PEPs, electronic tools are available, via third-party
vendors, which can be employed to compare the names of investors within record
keeping systems agai mfskhowntPERs. It weyrldoobe
advisable to consult relevant reports and databases on corruption risk published by
specialised national, international, non-governmental and commercial organisations.

86. Investors may not initially meet the definition of a PEP. The Designated Person
should, consider, as far as practicable, being alert to public information relating to
possible changes in the status of its investors with regard to political exposure, and
determining an appropriate course of action.
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10. SUSPICIOUS TRANSACTIONS

87.

See Section VII of the Core Guidance for more detail on when and how reports of
suspicious transactions must be made and the necessary internal procedures to
support the reporting process.

88.

There is a statutory obligation on all staff of an FSP to report transactions which
appear suspicious to either the Fun
., Responsibilities", of this Sectora
of reference the directive defines that a report must be made in circumstances when
the Designated Person should *“ .. k
suspect that money laundering or terrorist financing is being or has been committed
or attempted". It i S pne excstgwhen zidendifying
suspicious transactions, as decisions can only be based on the knowledge (of the
investor) available to the Designated Person at that time but that it is the
responsibility of the Senior Management Team of the Designated Person to ensure
that adequate training on anti-money laundering and suspicious activity, is provided
by the Designated Person.

89.

The following are some examples of situations that may warrant further investigation.
These are only indicative in nature and should not be considered to be an exhaustive
list of suspicious transactions. Further, the fact that certain transactions display any of
the following characteristics, may not always imply that actual money laundering
activities are being conducted:

Sales and Dealing Staff

90.

91.

92.

93.

94,

l nvestor s i n a Fund (individual s,

identity proves unusually difficult; who are reluctant to provide the requested
information to verify their identity; attempt to reduce the level of information
provided to the minimum or provide information that is misleading or difficult to

verify.

Communication difficulties could be a possible indicator of suspicion, Investor /
Intermediary cannot be contacted at the contact details provided (e.g. business
address, contact numbers on headed paper, etc). Returned mail and Hold Mail
requests could be considered suspicious, as could an on-going preference shown by
the Investor / Intermediary to communicate only by mobile phone or via the use of
unrelated internet search engine mailboxes (i.e. to an address that cannot be easily
identified as being that of the investor).

Unexplained inconsistencies arising from the process of identifying or verifying the
investor (for example, regarding previous or current country of residence, country of
issue of the passport, countries visited according to the passport and documents
furnished to confirm name, address and date of birth).

An account for which several people have signing authority, yet these people appear
to have no relationship with each other (either family ties or business relationship).

Investors introduced by an overseas bank, affiliate or other investor where both the
investor and introducer are based in jurisdictions where production of drugs or drugs
trafficking may be prevalent. Also investors based in Non-cooperative jurisdictions as
per the FATF report.
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95. An account opened by a legal entity or an organization that has the same address as

other legal entities or organizations and for which the same person or persons have
signing authority, where there is no apparent economic or legal reason for such an
arrangement (for example, individuals serving as company directors for multiple
companies headquartered at the same location, etc.).

96. Any transaction in which the counterparty to the transaction is unknown and cannot

be identified using reasonable means.

Intermediaries
97. Any apparent unnecessary use of an intermediary in the transaction.

Dealing patterns

98. A large number of security or fund transactions across a number of jurisdictions.

99. Buying and selling of a security or fund with no discernible purpose or in

100.

101.

102.

103.

circumstances which appear unusual
exception being in a money market fund where this practice is not unusual or
suspicious.

The subscription, redemption, exchange or transfer of amounts that fall consistently
just below threshold and reporting levels.

Regarding non-profit or charitable organisations, financial transactions for which
there appears to be no logical economic purpose or in which there appears to be no
link between the stated activity of the organisation and the other parties in the
transaction.

Accounts that receive relevant periodical subscriptions and are dormant for other
periods. These accounts are then used in creating a legitimate appearing financial
background through which additional fraudulent activities may be carried out.

A dormant account containing a minimal sum suddenly receives a subscription or
series of subscriptions followed by daily cash withdrawals that continue until the total
subscribed amount has been removed.

Abnormal transactions

104.

105.
106.

107.

108.

A number of small transactions held by the same counterparty in small amounts of
the same security, when the proceeds are being credited to an account different from
the original account.

The size of the Investment does not tie with the occupation (if stated) of the investor.

With the exception of Money Market Funds, early redemptions from a Fund could be
deemed suspicious, especially if the investor seems willing to accept a short-term loss
a and is willing to incur large redemption penalties (in comparison to any gains that
may have been made).

Any transaction in which the nature, size or frequency appears unusual, e.g. early
termination of packaged products at a loss due to front end loading; early
cancellation, especially where cash had been tendered and/or the refund cheque is to a
third party.

Transfer of investments to apparently unrelated third parties, (with the exception of
Funds on which a secondary market is known to operate. Such transfers can be quite
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common and permissible provided the Transfer Agent has ensured the appropriate
investor identification checks have been completed on both parties to the transfer,
before the transferhas b een compl eted on the Tr g

109. Transactions not in keeping with normal practice in the market to which they relate,
e.g. with reference to market size and frequency, or at off-market prices.

110. Other transactions linked to the transaction in question which could be designed to
disguise money and divert it into other forms or to other destinations and/or
beneficiaries.

Payments

111. A number of transactions by the same counterparty in small amounts of the same
security, each purchased for cash and then sold in one transaction.

112. Payment by way of third party cheque or money transfer where there is variation
between the account holder, the signatory and the prospective investor or where the
payment information is unusual in relation to the domicile or residence of the
investor.

113. Any request to make redemption settlement to a third party without any apparent
connection with the investor.

Disposition

114. Settlement either by registration or delivery of securities to an unverified third party.

115. Abnormal settlement instructions including payment to apparently unconnected
parties.

Reporting

116. Where the Designated Person is unable to identify and verify an investor"s identity or
identify and verify a beneficial owner"s identity or obtain sufficient information about
the nature and purpose of a business relationship or transaction with an investor and
after all reasonable efforts have been made to obtain the documentation a report
should be made to the FSP MLRO or MLRO of the Fund, depending on the
arrangement agreed with the Promoter. The FSP MLRO is responsible for
determining whether an event or transaction that occurs in the relevant funds should
be brought to the attention of the Fund MLRO

117. Depending on the arrangement agreed with the Promoter, the FSP MLRO may then
liaise with the Fund MLRO and co-ordinate reporting arrangements to the relevant
authorities. The Fund MLRO will then determine whether or not the matter brought
to their attention should be the subject of a suspicious transaction report to the Gardai
and Revenue Commissioners. The FSP MLRO may file a suspicious activity report to
the relevant authorities independently of the Fund MLRO as deemed necessary.

118. Until a decision has been made by t he Fund or t he
Reporting Officer to notify the Gardai and Revenue Commissioners, further
transactions or activity in respect of that investor, whether of the same nature or
different, must also be included in the report.

119. If the Fund / FSP MLRO decide not to make a report to the Gardai and Revenue
Commissioners, the reasons for not doing so should be recorded and retained by the
MLRO.
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120.

121.

122.

123.

The Fund / FSP MLRO must maintain a suspicious transaction reporting procedure,
which clearly outlines the protocol around making such a report, and the FSP"
MLRO must be able to demonstrate that a process for the ongoing monitoring of
investor accounts and transactions is in place.

This policy must include controls and proceduresar ound “ti ppi n
that such a report may be in progress or has been made.

The Fund MLRO should report to the Fund Board as necessary in relation to the
execution of their responsibilities

The FSP MLRO should report to the FSP Board as necessary in relation to thee
execution of their responsibilities.
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11. RECORD KEEPING

124. Section VIII of the Core Guidance gives specific requirements for Designated
Persons to maintain records and these should be reviewed in detail.

125. The legislation requires maintenance of:

a. Customer Due Diligence records.

b. Transaction records by Designated Persons.

c. Other records required to demonstrate compliance with legislation relating to
internal systems, training, reporting, compliance management, etc.

126. Documentation (e.g. Letter of Assurance) relating to Customer Due Diligence should
be kept by Designated Persons for at least five years after cessation of the business
relationship.

127. Documents relating to transactions should be kept for five years after completion of
the transaction.

128. Where a Designated Person has an agent, it should ensure that the agent complies
with the record keeping obligations under the legislation. This principle would also
apply where the record keeping is delegated in any way to a third party. A third party
outside the State must comply with requirements at least equivalent to those of the
Third Money Laundering Directive.

129. Section 55 (7) of the Act notes that although it is not necessary to keep documents in

original form, where other storage media are used, the documents should be capable
of being reproduced in written form.
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12. STAFF TRAINING

What is required?

130.

Under section 54 of the Act, Designated Persons are required to ensure that persons
involved in the conduct of the Desi
relating to money laundering and terrorist financing. These persons include the
directors, other officers and employees of the Designated Person. The Act also
requires that these persons partake in ongoing training to help them follow internal
Customer Due Diligence and other anti-money laundering procedures in addition to
the ability to identify a transaction or other activity that may be related to money
laundering or terrorist financing and that they be instructed on the actions to take in
such circumstances.

131.

To ensure maximum effectiveness it is recommended that, where possible, this
training should relate to the funds industry by including examples or case studies that
pertain to the Designated Person as a service provider to funds. AML/CTF training
materials should include up to date information on the practices of money launderers
and terrorist financiers and on indications leading to the recognition of suspicious
transactions.

132.

Failure to provide appropriate training on money laundering and terrorist financing is
an offence on the part of the Designated Person as an employer. Where a Designated
Person has failed to provide appropriate training this may provide a defence for the
relevant person who has failed to make a report, in the sense that the objective test (of
being required to report i f there a
as well as actual knowledge and suspicion) may in effect be removed in such
circumstances. Training should be provided no less frequently than on an annual basis
and may be executed in one or all of the following manners as relevant to the size,
complexity and type of business of each Designated Person:

general awareness bulletins;

formal instructor-led training;

over-the-shoulder training/orientation; and

the completion of computer based training or other online modules.
attendance of training should be documented.

SRR A o
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What should Designated Persons do?

Education and training programmes

133. Timing and content of training of staff will need to be adapted by each individual
Designated Person for their own needs and according to the specific roles of the
individual staff members. The following is recommended:

New Staff
134. The Designated Person will provide training to include the following:

i. background to money laundering and terrorist financing;

ii. commentary on the Directive and the Act including information on offences
and penalties arising for non-reporting and providing assistance to money
launderers and terrorist financiers;

iii. the requirement (and personal statutory obligation) to report any suspicious
activitiestothe MLRO( or del egat e in his/ he
the relevant investor(s), the customer, colleagues or others;

iv. factors that may give rise to suspicions and the procedures to be adopted
when a transaction is deemed suspicious;

v. the importance placed on the reporting of suspicions by the Designated
Person; and

vi. details of the Designated Person® s systems for o]
investors and their transactions and the role the individual staff member plays
in the functioning of this system.

Note: training should be provided as a priority to new staff members dealing
with investors or their transactions (irrespective of seniority).

Customer/Investor Facing Staff
135. The Designated Person will provide training to include the following:

i. background to money laundering and terrorist financing;

ii. commentary on the Directive and the Act including information on offences
and penalties arising for non-reporting and providing assistance to money
launderers and terrorist financiers;

iii. transaction processing and verification procedures;

iv. recognition of abnormal settlement, payment or delivery instructions;

v. the requirement (and personal statutory obligation) to report any suspicious
activities to the MLRO (or delegatei n hi s/ her absenc
the relevant investor(s), the customer, colleagues or others;

vi. factors that may give rise to suspicions and the procedures to be adopted
when a transaction is deemed suspicious;

vii. the importance placed on the reporting of suspicions by the Designated
Person; and

viii.details of the Designated Person” s syst ems for o]
investors and their transactions and the role the individual staff member plays
in the functioning of this system.

Note: a higher level of instruction covering all aspects of money laundering and
terrorist financing procedures should be provided to those with the responsibility
for supervising or managing staff.

136. Customer/investor facing staff are the first point of contact with potential money
launderers and terrorist financiers and their efforts are therefore vital to the
Designated Person®"s strategy in th
financing. They should be made awar
with high-risk investors and the need for extra vigilance in these cases.
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Others (not Customer/Investor Facing)

137.

138.

The Designated Person will provide training to include the following:

i. background to money laundering and terrorist financing;

ii. commentary on the Directive and the Act including information on offences
and penalties arising for non-reporting and providing assistance to money
launderers and terrorist financiers;

iii. the requirement (and personal statutory obligation) to report any suspicious
activitiestothe MLRO( or del egate in his/ he
the relevant investor(s), the customer, colleagues or others;

iv. factors that may give rise to suspicions and the procedures to be adopted
when a transaction is deemed suspicious;

v. the importance placed on the reporting of suspicions by the Designated
Person; and

vi. details of the Designated Person® s Ssystems for o]
investors and their transactions and the role the individual staff member plays
in the functioning of this system.

Note: a higher level of instruction covering all aspects of money laundering and
terrorist financing procedures should be provided to those with the
responsibility for supervising or managing staff.

Those members of staff who process the settlement of transactions should receive
appropriate training in the processing and verification procedures and in the
recognition of abnormal settlement, payment or delivery instructions. The identity of
the investor and matching against the cheque or payment received in settlement is, for
instance, a key process. Such staff should be made aware that the offer of monies
which are deemed suspicious, when undertaking an investment may need to be
reported to the relevant authorities whether or not the funds are accepted or the
transactions proceeded with. Staff should know the correct procedures to follow in
this instance.

Nominated Reporting Officers/Money Laundering Reporting Officers

139.

Training concerning all aspects of the Act and internal policies will be required for
these officers. In addition, the MLRO may require extensive initial and ongoing
instruction on the validation and reporting of suspicious transactions to the Garda
Siochana and the Revenue Commissioners and on the feedback arrangements and
new trends and patterns of money laundering and terrorist financing. It is also
possible that much knowledge required may be obtained through reading, the internet
and less formal discussions within networks.

Refresher Training/Ongoing Training

140.

It will also be necessary to make arrangements for refresher training to ensure that
staff (and in particular customer/investor facing staff) do not forget their
responsibilities. While a Designated Person may wish to take a flexible approach to
such training depending on their type of business, it is recommended that such
training should take place no less frequently than on an annual basis.
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Staff Awareness of Suspicious Activity

141.

142.

143.

Sufficient training will need to be given to all relevant staff to enable them to
recognise when a transaction is unusual or suspicious, or when they should have
reasonable grounds to know or suspect that money laundering or terrorist financing is
taking place. The circumstances giving rise to an unusual transaction or arrangement,
and which may provide reasonable grounds for concluding that it is suspicious, will
depend on the investor and the product or service in question. Examples of the type of
situation that may be unusual, and which in certain circumstances might give rise to
reasonable groundsforsuspi ci on i n accordance wit

approach include:

1. Activities which have no apparent purpose, or which make no obvious economic
sense (including where a person makes an unusual loss), or which involve
apparently unnecessary complexity.

2. The use of non-resident accounts, companies or structures in circumstances
where the investor®s needs do not

3. Where the activities being undertaken by the investor, or the size or pattern of
transactions, are, without reasonable explanation, out of the ordinary range of
services normally requested or are inconsistent with the experience of the
Designated Person in relation to the particular investor.

Issues around the investor identification process that may raise concerns include such
matters as the following:

1. Has the investor refused, or appeared particularly reluctant, to provide the
information requested without reasonable explanation.

2. Does the Designated Person understand the legal and corporate structure of
the investor entity, and its ownership and control, and does the structure
appear to make sense.

3. Is the staff member aware of any inconsistencies between locations linked to
the investor arising in the course of the business relationship and other
information provided.

4. |s the area of residence given consistent with other profile details, such as
employment.

5. Does an address appear vague or unusual (e.g. an accommodation agency, a
professional ., registered office"

6. Does it make sense for the investor to be opening the account or relationship
in the jurisdiction that he is asking for.

7. Does the supporting documentation add validity to the other information
provided by the investor.

8. Does the investor want to conclude arrangements unusually urgently, against
a promise to provide information at a later stage, which is not satisfactorily
explained.

9. Has the investor suggested changes to a proposed arrangement in order to
avoid providing certain information.

It is important that staff are made aware of changing behaviour and practices amongst
money launderers and those financing terrorism. As well as their regular series of
publications on the typol ogies of

Institutions in Detecting Terrorist Financing issued in April 2002 contains an in-depth
analysis of the methods used in the financing of terrorism and the types of financial
activities constituting potential indicators of such activities. These documents are
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available at www.fatf-gafi.org.
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APPENDIX 1
THIRD COUNTRIES WHICH IMPOSE REQUIREMENTS
EQUIVALENT TO THOSE LAID DOWN IN THIS LEGISLATION

COMMON UNDERSTANDING BETWEEN MEMBER STATES
on third country equivalence?
under the Anti-Money Laundering Directive (Directive 2005/60/EC)

Brussels, 18 April 2008

These third countries are currently considered as having equivalent AML/CFT systems
to the EU. The list may be reviewed, in particular in the light of public evaluation
reports adopted by the FATF, FSRBs, the IMF or the World Bank according to the
revised 2003 FATF Recommendations and Methodology.

Argentina
Australia
Brazil
Canada
Hongkong
Japan
Mexico
New Zealand
The Russian Federation
Singapore
Switzerland
South Africa
The United States

2 The list does not apply to Member States of the EU/EEA which benefit de jure from mutual recognition through the implementation of
the 3rd AML Directive. The list also includes the French overseas territories (Mayotte, New Caledonia, French Polynesia, Saint Pierre and
Miquelon and Wallis and Futuna) and the Dutch overseas territories (Netherlands Antilles and Aruba). Those overseas territories are not
member of the EU/EEA but are part of the membership of France and the Kingdom of the Netherlands of the FATF. The UK Crown

Dependencies (Jersey, Guernsey, Isle of Man) may also be considered as equivalent by Member States.
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Appendix 2

Web Links
F.AT.F.

http://www.fatf-gafi.org/
OECD - Financial Action Task Force on Money Laundering (FATF) and Guidance for
Financial Institutions in Detecting Terrorist Financing.

REGULATORY WEB LISTS

http://www.fese.be/statistics/european_regulators/
Federation of European Securities Exchanges (FESE) — list of Supervisory Authorities

http://www.centralbanking.co.uk/links/fra.htm
Links: Financial Regulatory Agencies

http://www.bis.org/cbanks.htm
Bank for International Settlements - global Central Bank web links

SANCTIONS / BLOCKED PERSONS

http://europa.eu.int/eur-lex/en/oj/
European Union / EUR-LEX official journals

http://europa.eu.int/comm/external_relations/cfsp/sanctions/list/consol-list.htm
Consolidated list of persons, groups and entities subject to EU financial sanctions

http://www.ustreas.gov/offices/enforcement/ofac/sdn/index.html
Office of Foreign Assets Control ("OFAC") of the U.S. Department of the Treasury

http://www.bankofengland.co.uk/sanctions/main.htm
Bank of England — Financial Sanctions lists

IRELAND

http://www.centralbank.ie
Central Bank of Ireland

http://www.ifsra.ie/
Irish Financial Services Regulatory Authority

http://www.ise.ie/
Irish Stock Exchange

UNITED KINGDOM

http://www.jmlsg.org.uk/
Joint Money Laundering Steering Group (JMLSG) website

http://www.fsa.gov.uk/register-res/ntml/prof_fsa_fram.html
UK Financial Services Authority register (search screen)
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http://www.ustreas.gov/offices/enforcement/ofac/sdn/index.html
http://www.bankofengland.co.uk/sanctions/main.htm
http://www.centralbank.ie/
http://www.ifsra.ie/
http://www.ise.ie/
http://www.jmlsg.org.uk/
http://www.fsa.gov.uk/register-res/html/prof_fsa_fram.html

http://www.gfsc.gg/
Guernsey Financial Services Commission

http://www.gov.im/fsc/
Isle of Man Government Financial Supervision Commission

http://www.jerseyfsc.org/
Jersey Financial Services Commission

UNITED STATES OF AMERICA

http://www.sec.gov/edgar/searchedgar/companysearch.html
U.S. Securities & Exchange Commission (EDGAR Company Search)

http://www.cftc.gov/cftc/cftchome.htm
Commodity Futures Trading Commission

http://www.nasdr.com/
NASD (USA)

SELECTED OTHERS

http://www.asic.gov.au/
Australian Securities and Investments Commission

http://www.cimoney.com.ky/
Cayman Islands Monetary Authority

http://www.reservebank.co.za/
South African Reserve Bank

http://www.moneylaundering.com/
Alert Global Media, Inc. (publisher of Money Laundering Alert)

http://www.world-exchanges.org/member-exchanges/member-exchanges/2010-wfe-members

Regulated Markets-World Federation of Exchanges
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