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Abstract 

 

The customer acceptance policy of financial institutions stipulates that the Bank shall enter in business relationship and 

offer banking products and services to customers based on risk appetite correlated to the reputational risk. According to 

Financial Action Task Force (FATF), a politically exposed person (PEP) is “an individual who is or has been entrusted 

with a prominent public function: Heads of State or of government, senior politicians, senior government, judicial or 

military officials, senior executives of state owned corporations, important political party officials, etc.” The business 

relationship involving politically exposed persons (PEPs) is classified according to Know Your Customer and Anti 

Money Laundering Principles with high risk, because PEPs have the position to influence some decisions at state level, 

being involved in corruption, bribery schemes; they have access to significant state funds which can be laundered 

through companies owned by PEPs, their relatives or close associates by abusing of PEPs high position. The purpose of 

this scientific research is to highlight the money laundering risk indicators connected to PEPs and to propose mitigation 

measures to be applied by financial institutions, while strengthening their controls, as a part of an effective compliance 

program. . 
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The economic activities performed in many 

developing countries favors initiation and after that 

the development of an impressive number of 

illegal activities, named as financial crimes. 

Each modern society contains also a shadow 

economy, based on own rules where illegal 

activities take place and dirty money are obtained. 

In many cases the authorities perform 

investigation activities when it is too late; the 

wrong things are visible and cannot be contested, 

when there are unbalances in society. 

Each new governance, has the major 

objective to demonstrate how corrupt was the 

previous governance and based on this the 

dimension of financial crimes is increasing as a 

result of the intensification of the organized crime. 

In this sense, the organized crime is using 

the corruption of politicians, judicial and financial 

bodies, customs authorities, etc. 

For financial institutions is very important to 

apply the principles of Know Your Customer 

(KYC), in relation to PEP, which are classified 

from Anti Money Laundering (AML) point of 

view with high risk because of: bribery, money 

laundering, terrorist financing activities they may 

be involved in and for which must be applied by 

the financial institution enhance due diligence 

measures, which include but are not limited: 

 prior approval of the 

initiation/continuation of the business relationship 

with a PEP client by the senior executive 

(executives or employees that have sufficient 

knowledge of the institution’s exposure to money 

laundering and financing of terrorism and have a 

senior position to make decisions regarding that 

exposure and who are not necessarily members of 

the Board of Directors) 

 collecting additional information 

about the source of funds and the source of wealth 

related to the business relationship or transactions 

and their verification (e.g. supporting documents);  

 paying close attention to the 

client-related personal information from third 

parties (e.g. the press, requests for information 

from authorities, etc.); 

 the high value transactions of 

clients assigned to the PEP category have to be 

approved in advance by the senior executive; 
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