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Treating ‘DysPEPsia’ 



Diagnosing the 
problem
Politically Exposed Persons, or PEPs, have 

been a topic of interest for many years and 

the term has been written into multiple pieces 

of compliance legislation in various countries. 

Yet there is still no single global definition 

of a PEP. In fact, the guidelines provided by 

governmental and regulatory bodies can be 

infuriatingly ambiguous. This is contrary to 

many other aspects of customer due diligence 

which seem straightforward in comparison 

– such as applying risk weightings to certain 

geographies, industries, and products of 

potential concern.

More recently however, anti-money 

laundering (AML) and counter-terrorist 

financing controls have become more 

stringent around the world, and more 

countries are implementing and enforcing 

regulations. Whether this is a result of the 

findings of a Financial Action Task Force 

(FATF) mutual evaluation, due to a political 

shift within a specific country, or simply 

down to increasing levels of regulation, PEPs 

are now a global area of focus.

The reason why PEPs must be a key part of 

any AML programme is clear. Instances of 

political graft and the subsequent methods 

for cleaning illicit funds are well known and 

often make the headlines. All companies, 

from large financial institutions to law firms 

or gaming companies, must seek to avoid 

potentially apocalyptic media scenarios, such 

as the recent Panama Papers scandal. 

Case in point: the Panama Papers

 • In April 2016, documents created by 

Panamanian law firm Mossack Fonseca 

detailing shareholder information for over 

200,000 offshore entities were leaked to  

the press.

 • The ICIJ reported that within the 11.5 

million files leaked, there were names 

of 140 politicians from more than 50 

countries that were connected to offshore 

companies in 21 tax havens.  

 • Attention-grabbing headlines questioned 

the involvement of high profile individuals 

and their families (many of them PEPs) – 

with famous cases including former British 

Prime Minister David Cameron and former 

Icelandic Prime Minister Sigmundur Davíð 

Gunnlaugsson.

 • Though involvement in an offshore shell 

company is not necessarily illegal, the 

Panama Papers served to highlight the  

ways in which offshore entities can be  

used for crimes such as tax evasion and 

money laundering.

 • The scandal made an example of Mossack 

Fonseca, warning financial, legal, and other 

organisations of the importance of knowing 

exactly who they are doing business with. 

Individuals who have a high profile in society 

have, by their nature, a greater sphere of 

influence and therefore a greater risk of being 

involved in bribery or corruption. As such, it 

is wise, if not essential, to check the network 

that surrounds a PEP before doing business 

with them. 

dyspepsia | dis’pepseə; -pep sh ə | noun indigestion.
ORIGIN early 18th cent. via Latin from Greek duspepsia, from duspeptos ‘difficult to digest.’
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Examples of criminal activity committed by PEPs include Sani Abacha bankrupting an entire 

nation, a corrupt official leveraging underground banks to evade Chinese capital controls and 

fleeing abroad, or a multi-national company seeking to gain favours for large infrastructure 

projects. The underlying cause is often a corrupt person seeking to evade regulations in pursuit of 

personal gain. 

Global definitions and focus have progressed since the first PEP guidance was offered as a part of 

the FATF’s 2003 list of 40 recommendations. Various international bodies and local regulatory 

authorities have attempted to add or refine their own definitions. 

For example, the EU 4th Anti-Money Laundering Directive has expanded the definition of a PEP 

to include domestic PEPs, while limiting the amount of time a PEP can be out of office before 

they are still considered politically exposed to 12 months. 

Some guidance has extended to sporting bodies (such as FIFA) and most also includes senior 

management at state-owned enterprises, as well as immediate family members and associates. 
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How to approach PEPs
In order to implement and adhere to global 

standards and meet local requirements, 

businesses need access to reliable PEP 

data as well as the flexibility to adapt their 

internal resources. The concept is simple: 

follow internal guidelines and the applicable 

regulatory requirements - anything in 

addition to this will only add complexity  

and beg the question ‘so what?’ when 

matches are identified. 

Most commercial databases maintain massive 

volumes of PEP data; the largest contains 

more than 1.4 million profiles of current 

and former PEPs. However, that does not 

mean that all 1.4 million will actually fit the 

definition of a PEP for most organisations 

(and international regulatory guidance). 

Commercial database vendors have to 

categorise a large number of individuals 

because one customer’s definition of a PEP 

may differ from another. Thus, PEP due 

diligence is among the most difficult  

elements of customer due diligence to 

implement, mainly due to the volume of 

potential PEPs and the vague international 

guidance which exists. 

Defining your PEP policy

To make a PEP policy successful, 

organisations must be explicit in their 

definition of a PEP. The following three 

elements are important to consider: 

1. Title - Start by deciding which titles should 

be considered ‘politically exposed’ in your 

organisation’s definition. Will you include 

sports bodies, union leadership, political 

candidates, party officials or members, for 

example?

2. Prominence - The next step is to identify 

the appropriate levels of prominence. 

Categories could include those in positions  

of national significance such as members  

of parliament or senators, representatives  

of international bodies such as the  

UN or senior diplomats, members of 

provincial governments or influential  

figures within municipalities.

3. Geography - Finally, geography can play 

a role in which PEPs to screen. For example, 

you may need to consider officials from  

high-risk jurisdictions, such as those which 

rank highly on the FATF’s list of  

non-cooperative jurisdictions (these are 

typically countries in which the government 

does not implement AML laws or are weak 

at enforcing them). Officials from these 

jurisdictions may pose higher risks than 

others, so you may need to tailor your PEP 

approach regionally.

There are additional criteria that can be 

leveraged such as reviewing negative news 

flags associated with PEPs or ignoring 

those PEPs who have left office for more 

than a year. The bottom line is that your 

organisation should be flexible about how it 

leverages its PEP data in order to be effective. 
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Fit for purpose
Once the PEP definition is in place and applicable datasets 

have been created (depending on the line of business, internal 

policy, and nature of the data being screened), organisations 

should seek to optimise their screening algorithms. 

Due to the global nature of PEP due diligence, the ideal 

matching algorithms should take into account cultural naming 

conventions and include the capability to screen in local 

languages. For example, a Chinese name can be romanised 

into English in multiple ways, pending the ‘pinyin’ system 

used. The same Chinese characters can be represented in one 

form in ‘Hanyu Pinyin’, another in ‘Wade Giles’, another in 

‘Jyutping’, and yet possibly another character if the person is a 

part of the Chinese South East Asia diaspora. The underlying 

Chinese characters are the same, but the romanised iterations 

can be vastly different. The difference can be attributed to 

the various regions an individual could be from - for example 

Taiwan, Hong Kong, Singapore or mainland China will likely 

use differing romanised spellings for the same name. 

Korean names can also be transliterated differently; for 

example, the common surname ‘Kim’ can be romanised 

as ‘Ghim’. In Japan, the Kanji characters can have multiple 

pronunciations and the most accurate approach is to screen 

both the Kanji as well as the pronunciation, which are often in 

Katakana in most business systems. 

The same is true of Arabic, Thai, Greek, or Hindi – the further 

the language family is from the Latin family tree, the more 

difficult it is to screen based on transliteration or romanisation 

into letters of the alphabet. 

The most accurate way to overcome this obstacle is to optimise 

algorithms for local languages and match directly in the 

applicable local context. However, using the data available 

within a company’s internal systems may not always allow for 

this, so additional criteria should be leveraged. 

CHINESE
Original Name: 王世紅 

Wong Sai Hung – Jyutping, 
common in Macau and Hong Kong 
(Cantonese pronunciation)

Wang Shih Hung – Wade Giles, 
common in Taiwan

Wang ShiHong – Hanyu Pinyin, 
common in Mainland China

Ong Si Ang – Hokkien (Fujian) 
Romanisation, non-standardised – 
common in South East Asia where-
ever large populations of decedents 
of Hokkien migrants

KOREAN
Original Name: 임재범

Lim Jae Bum

Yim Jae Beom

Im Jae Beom

JAPANESE
Original Name: 佐藤　章子

Katakana Readings:

サトウ　アキコ

サトウ　ショウコ

サトウ　アヤコ

Equivalent in Hiragana:

さとう　あきこ

さとう　しょうこ

さとう　あやこ

ENGLISH
Sato Akiko

Sato Shoko

Sato Ayako
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Individuals are more than just a name. Other 

important criteria used to identify individuals 

can include dates of birth, nationality, and 

gender. The algorithms used should offer 

flexible weighting depending on the available 

data (for example, multiple dates of birth or 

nationalities resulting from known multiple 

forms of identification). 

Through comprehensive data and intelligent 

filtering engines, the potentially high volume 

of PEPs identified can be reduced to a more 

manageable quantity. However, even in an 

ideal scenario, there can be PEP matches 

which fall into a grey area, making it difficult 

for compliance departments to decide on the 

appropriate course of action.

The human touch
The final piece of the puzzle is to apply 

enhanced human intelligence. Having 

followed the previous stages of custom 

formatting your PEP list to align with your 

internal policy and using sophisticated 

matching algorithms to whittle down the rest, 

what remains is the need for a quality match 

that has met all specified criteria. 

The most important clue for the compliance 

analyst to use at this stage is the individual’s 

occupation. It should be possible to quickly 

verify that indeed the individual’s occupation 

(perhaps daytime job as a mid-level manager 

at a multi-national company) cannot allow 

for this person to also be a current Member 

of Parliament. 

Other forms of investigation might include 

liaising with the relationship manager 

and seeking additional information from 

publically available websites such as LinkedIn, 

Facebook, or Google. 
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A concluding PEP talk
Identifying high volumes of PEPs is not always an indication of a good PEP programme. 

Screening intelligently is the key to managing PEPs effectively. The principle of ‘the boy who 

cried wolf ’ applies - the more times an alert is triggered, the easier it can become for a compliance 

analyst to dismiss it. 

If violations occur, an organisation may never fully absolve itself of the responsibility, but the 

consequences will depend on the steps taken to mitigate these risks in the first place. 

Smarter management of a PEP programme can produce ‘truer’ alerts, reducing analyst fatigue and 

ensuring better quality human investigation takes place for high-risk clientele. 

Corrupt officials will always seek to circumvent controls and find ways to do so, but intelligent 

PEP due diligence will make it more difficult, and their criminal activities more transparent. In 

the ever continuing fight against money laundering, bribery, and corruption, it is imperative that 

financial institutions, regulators, and technology providers work together to ensure a cleaner and 

more accountable society.

How can Accuity help?
Although doing business with a PEP is not illegal, it is every organisation’s responsibility to identify the risks associated 

with its client base.

The Fircosoft portfolio of data-enabled solutions—integrated with Accuity—can help you identify PEPs and evaluate the 

risk to your business by providing the comprehensive intelligence and intuitive technology you need.

For more information visit www.accuity.com/compliance

accuity.com/fircosoft



Boston, Brooklyn (South Africa), Chicago, Dubai, Frankfurt, Hong Kong, 
London, Miami, New York, Paris, San Diego, São Paulo, Shanghai, 
Singapore, Strassen, Sydney, Tokyo

Accuity offers a suite of innovative solutions for payments and compliance professionals. Our portfolio includes comprehensive data and software that control risk and manage compliance, and 
accurate data and tools that optimise payments pathways. Backed by our deep expertise, the industry-leading solutions from our Fircosoft, Bankers Almanac and NRS brands deliver protection for 
individual and organisational reputations.

Accuity is part of The RELX Group, one of the world’s leading business information and data providers, and has been delivering solutions to banks and businesses worldwide for 180 years.
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