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April 24, 2002 Deadline for Establishment of Anti-Money Laundering Programs
On October 26, 2001, President Bush
signed into law anti-terrorism legisla-
tion in the form of the USA PATRI-
OT Act of 2001 (the “Act”). Among
other things, the Act contains anti-
money laundering provisions that
require “financial institutions,” includ-
ing all investment companies, to
establish anti-money laundering pro-
grams to detect and prevent money
laundering no later than April 24,
2002.1

At a minimum, a mutual fund’s anti-
money laundering program must
include the development of internal
policies, procedures and controls, des-
ignation of a compliance officer, an
ongoing employee training program,
and an independent audit function.

The Secretary of Treasury is required
to prescribe regulations by April 24,
2002 that consider the extent to
which the anti-money laundering pro-
gram requirements set forth above are
commensurate with the size, location,
and activities of the financial institu-
tions to which such regulations apply.
The Act also provides that the
Secretary of Treasury may, in consul-
tation with the Securities and
Exchange Commission (“SEC”), pre-
scribe minimum standards for such
anti-money laundering programs. As
of the date of this memorandum,

however, the Secretary of Treasury
has not promulgated any such regula-
tions or requirements. As a result,
fund’s are left in a position of imple-
menting an anti-money laundering
program by April 24, 2002 based only
on the scant guidance provided
through the Act.

To help facilitate our mutual fund
clients’ compliance with the Act by
the April 24, 2002 deadline, we have
prepared a form of anti-money laun-
dering policy. (This model policy will,
however, need to be updated upon
the issuance of formal guidance from
the Secretary of Treasury or SEC.)
The form of anti-money laundering
policy is attached. You may find this
to be a useful model in developing an
anti-money laundering policy for your
funds. We would be happy to provide
you with an electronic copy of the
model policy (as a Word document)
and discuss how our model policy
may best be tailored to fit the individ-
ual circumstances of your funds. We
believe that the required anti-money
laundering program can be adopted
by action of the President (or other
executive officer) of the Fund, fol-
lowed by review of the program by
the Board of Trustees or Directors of
the fund, at its next regularly sched-
uled board meeting. We have provid-

ed for such adoption on the last page
of our model policy.

Please contact us if you have any questions
concerning the anti-money laundering provi-
sions of the USA PATRIOT ACT of
2001.

In Los Angeles
Robert E. Carlson 213-683-6299
Michael Glazer 213-683-6207
Jacob M. Simon 213-683-6125
Chris Wilson 213-683-6280

In New York
Michael R. Rosella 212-318-6800
Michael L. Zuppone 212-318-6906
Gary D. Rawitz 212-318-6877
Robert Boresta 212-318-6272
Joanne Doldo 212-318-6547
Kathleen D. Fuentes 212-318-6569
Jay Majka 212-318-6206
Joshua Sternoff 212-318-6011
Christopher Tafone 212-318-6713

In San Francisco
Julie Allecta 415-856-7006
David A. Hearth 415-856-7007
Mitchell E. Nichter 415-856-7009
Pamela L. Lewis 415-856-7041
Adam Mizock 415-856-7094
Thao H. Ngo 415-856-7049

In Washington, D.C.
Wendell M. Faria 202-508-9574

Paul, Hastings, Janofsky & Walker LLP

1 Financial institutions include a wide variety of organizations such as mutual funds, private funds (hedge funds), broker-dealers, CTAs (commodity trading
advisers), CPOs (commodity pool operators) but not investment advisers unless they also are one of the above types of organizations.

Client Alert is published solely for the interest of friends and clients of Paul, Hastings, Janofsky & Walker LLP and should in no way be
relied upon or construed as legal advice. For specific information on recent developments or particular factual situations, the opinion of
legal counsel should be sought. Paul, Hastings, Janofsky & Walker LLP is a limited liability partnership.



[NAME OF INVESTMENT COMPANY]

Anti-Money Laundering Policy
__________________, (“the Fund”) is committed to full compliance with all applicable anti-money laundering laws and

regulations (“Applicable Law”) and taking appropriate steps to prevent, detect and report the possible use of  the Fund for the
purpose of money laundering.  The Fund’s integrity and reputation can be severely damaged by failing to detect those customer
transactions that may create possible criminal and/or civil liability.

To ensure compliance with Applicable Law, the Fund has adopted this Anti-Money Laundering Policy (the “Policy”).  The
purpose of  the Policy is to detect customer transactions that may place the Fund at risk.  The Fund also has appointed a
Compliance Officer who is responsible for the oversight of  the Fund’s implementation of, and compliance with, the Policy.  

Money Laundering
Money laundering is a diverse and often complex process by which individuals and entities seek to “launder” the proceeds

of  illegal activities in order to make them appear legitimate.  It generally involves three independent steps that often occur
simultaneously:

Placement – Physically placing bulk proceeds of  criminal activity (i.e., cash) into the stream of  commerce (i.e., a bank deposit
or automobile purchase).

Layering – Separating the proceeds of  criminal activity from their origins through layers of  complex financial transactions
(transferring funds from bank to bank, or selling car and using proceeds to buy stock).

Integration – Creating an apparently legitimate explanation for illicit proceeds (i.e., savings account withdrawal, proceeds from
stock sale). 

Launders seek to launder money by disconnecting or muddying any “paper trail” that could connect the three steps of  this
process.  Launderers generally attempt to conceal the true source of  their illicit proceeds by structuring transactions, coercing
employees not to file proper reports, and/or establishing “front” businesses or organizations to open accounts.  A large percent-
age of money laundering transactions involve the use of  offshore banks and accounts, often in countries known as “tax havens”
or bank secrecy jurisdictions.

The purpose of  this Policy is to seek to prevent money laundering through the Fund.

The Fund’s Policies
It is the Fund’s Policies to:

l Cooperate fully with law enforcement and regulatory authorities and to report suspicious activities to relevant 
governmental authorities.  

l Facilitate a formal “Know Your Customer” program to properly identify all of  the Fund’s clients.

l Facilitate a system of  internal policies, procedures and controls that will ensure ongoing compliance with Applicable 
Law and this Policy.

l Designate a Compliance Officer who is responsible for the coordination and monitoring of  the Fund’s compliance with 
Applicable Law and this Policy.

l Provide for employee awareness and training to ensure compliance with Applicable Law and this Policy.

l Provide for independent auditing of  the Fund’s anti-money laundering efforts to test compliance with Applicable Law 
and this Policy.

l Revise this Policy as necessary, with the approval of  the Board, to address developments in Applicable Law and 
guidance by applicable governmental authorities and self-regulatory organizations with respect to Applicable Law.

The Fund may delegate its responsibilities under this Policy to the Compliance Officer, Appointed Employee Representative(s),
Appointed Intermediary Representative(s) and/or other Intermediary Representative(s).  Therefore, references to the Fund
throughout this Policy can also mean the Compliance Officer, Appointed Employee Representative(s), Appointed Intermediary
Representative(s) and/or other Intermediary Representative(s).  Additionally, references to “personnel” or “employees” of  the



Fund can mean the personnel of  an Appointed Intermediary Representative or other Intermediary Representative, although
such persons are not actually employees of  the Fund.

Compliance Officer
The Fund has appointed _________________ as the Fund’s Compliance Officer with regard to its compliance with Applicable

Law and this Policy.  The Compliance Officer may be an employee of  a service provider to the Fund (such as the investment advis-
er) and need not be an employee of  the Fund.  The Compliance Officer is responsible for:

l monitoring the Fund’s compliance process with Applicable Law and this Policy.

l monitoring the day-to-day operation of  the Policy.

l implementing and maintaining reasonable measures to ascertain relevant information about the customers of  the Fund 
and associated transactions.

l external reporting of  suspicious activities to the applicable governmental authorities.

l responding promptly to any reasonable request for information made by government officials.

l periodically training and updating employees with regard to anti-money laundering matters

l coordinating the periodic auditing of  the Policy by a qualified, independent third party

The Compliance Officer also shall periodically report to the Board the results and any material matters or deficiencies of  the
independent audit of  the Policy.  The Compliance Officer shall also make any recommendations to improve the Policy.

Appointed Employee Representatives
The Compliance Officer may delegate to one or more employees of  the Fund or service providers to the Fund (such as the

investment adviser to the Fund) as the appointed representative of  the Fund (“Appointed Employee Representative”) such por-
tion of  the Compliance Officer’s duties and responsibilities under this Policy as the Compliance Officer so determines appropriate, pro-
vided such Appointed Employee Representative is subject to supervision by the Compliance Officer with respect to such duties and
responsibilities and the Compliance Officer retains the ultimate responsibility for the Fund’s compliance with Applicable Law and
this Policy.

Intermediaries
The Fund may enter into arrangements with intermediaries such as transfer agents, broker-dealers and other financial inter-

mediaries to open customer accounts and to accept and process customer payments with regard to the shares of  the series of
the Fund (“Intermediaries”).  In such instances, the Intermediaries perform services on behalf  the Fund and are directly
involved with customer transactions.  Certain Intermediaries also are subject to anti-money laundering laws and regulations.
They also may be subject to currency reporting requirements.  The Fund generally does not accept or process customer pay-
ments.

Appointed Intermediary Representatives (Transfer Agents)
To the extent the Fund relies on one or more Intermediaries to perform transfer agent services for the Fund, including the

acceptance and processing of  customer payments, and such Intermediaries have adopted anti-money laundering policies and
procedures that the Intermediaries represent are compliant with Applicable Law and that are consistent with the Policy, the
Compliance Officer may delegate such portion of  his or her duties and responsibilities under this Policy to one or more such
Intermediaries as the appointed representative of  the Fund (“Appointed Intermediary Representative”) as determined by the
Compliance Officer provided the relevant anti-money laundering policies and procedures of  any such Appointed Intermediary
Representative shall first be reviewed and approved the Fund and the Compliance Officer shall retain the ultimate responsibility for
the Fund’s compliance with Applicable Law and the Policy.  The Compliance Officer shall periodically request and review such
reports and certifications from the Appointed Intermediary Representative, including independent audit reports, as appropriate
to monitor the Appointed Intermediary Representatives’ compliance with its policies and procedures.  The Compliance Officer shall
take appropriate action against any Appointed Intermediary Representative that fails to comply with its policies and procedures
which may include termination of  the relationship with the Appointed Intermediary Representative.



Other Intermediary Representatives
To the extent that the Fund relies on one or more other Intermediaries, such as broker-dealers and investment advisers, to

open customer accounts or accept and process customer payments, and such Intermediaries have adopted anti-money laundering
policies and procedures that the Intermediaries represent are compliant with Applicable Law, the Fund may rely upon such
Intermediaries representations.  In addition, each Intermediary will supply the Fund with an independent audit report regarding
its policies and procedures on request.  The Compliance Officer shall periodically request and review such representations and inde-
pendent audit reports from the Intermediaries.  The Compliance Officer shall take appropriate action against any Intermediary that
fails to provide a representation or independent audit report which may include termination of  the relationship with the
Intermediary. 

Know Your Customer
An important method for avoiding money laundering liability is to follow the Fund’s procedures for screening and accepting

new customers.  This process is commonly referred to as “know your customer.”  The specific requirements may vary depending
upon the nature and type of  the customer.  For example, a customer whose stock is publicly traded on a national exchange and
who files regular SEC reports may require less demanding scrutiny than a small private partnership with overseas bank accounts.
Additionally, there may be instances where a party is acting for another as an intermediary broker-dealer or in an agency, nomi-
nee or other similar capacity.  The Fund has adopted these procedures to help it know its customers: the Fund requires that per-
sonnel who interact with potential investors and shareholders of  the Fund to verify the identity of  any person seeking to open a
customer account, to the extent reasonable and practicable, by taking appropriate steps which may include:

l Obtaining basic information from the customer: name, address, contact numbers, Social Security or tax identification 
number, and date of  birth.

l Verifying information such as addresses and social security or tax identification numbers. 

l For customers with nominal owners/signatories, identifying on whose behalf  they are acting, and also obtain the 
necessary information and verification for all beneficial owners, i.e., persons who have a right to share in profits or who 
have pledged security for customer debt.

l For accounts held in the name of  broker-dealers or similar intermediaries, ascertaining if  the intermediary has 
conducted sufficient due diligence on the beneficiaries that is satisfactory to the Fund.

l Obtaining bank information for the customer; verifying the location and bona fides of  the bank itself.

l Where customers are [associated with offshore jurisdictions, countries that are high risk money laundering sites, or] 
involved in business activities susceptible to money laundering, the Fund shall obtain such additional information as the 
Compliance Officer deems necessary. 

l The Fund also requires such personnel to check the names of  all entities and individuals against government blacklists, 
as created and updated periodically.  No accounts will be opened if  the potential customer appears on such a list.

Record Creation and Retention
l The Fund requires that all standard account opening documents be designed to collect the above information as 

obtained from the customers or third parties, and that these documents be maintained in the customer’s file for at least 
five years after the account is closed.  The Fund will periodically update open customer files to ensure continued 
accuracy.

l Persons who interact with potential investors and shareholders in opening accounts will not always be able to obtain 
verification of  all information for all customers, but they must make reasonable, good faith efforts to do so.  Where 
required verification is not available, it should be so noted and explained in the account opening documents, and efforts 
made to obtain alternative sources of  verification.

Suspicious Transactions
In order to prevent the Fund from becoming an unwitting vehicle for, or a victim of, illegal activity, all employees must be

alert for suspicious transactions.  Employees who violate the spirit or the letter of  the Policy may be subject to disciplinary action
up to and including termination of  employment.  Suspicious transactions are generally those transactions that are inconsistent
with normal customer behavior or with the customer file.  Some examples of  possible suspicious transactions are:



l Payments with monetary instruments that have been identified as frequently used money laundering mechanisms.  The 
following types of  instruments can be suspicious: travelers checks, money orders, cashiers checks and other cash 
equivalents, starter checks, checks drawn in foreign currencies [checks drawn on foreign banks or foreign branches of  
domestic banks] and third-party checks and third-party wire transfers.  Cash payments will not be accepted.

l Payments through third parties or via bank accounts that are unknown.

l Unusual fund transfers to or from foreign countries, especially from areas identified as tax havens or areas of  known 
money laundering activity.

l Unexplained urgency.

The Fund will attempt to identify such transactions by periodic monitoring of  the customer’s account.  It may also obtain
information from the news media about the customer or the customer’s business/industry that might require additional review.
The Fund has adopted a standard form, which must be completed and submitted to the Compliance Officer, each time a suspicious
transaction is identified.

Adopted for [Fund]

By:___________________________
[ ]
President of  [Fund]

Dated:  April __, 2002



[Fund]

Suspicious Activity Report Form

Name of  customer:

Full account name(s):

Account no(s):

Date(s) of  opening:

Date of  customer’s birth:

Nationality:

Passport number:

Identification and references:

Customer’s address:

Details of  Transactions arousing suspicion:

As relevant:

Amount (currency)                    Date of  Receipt                    Source of  Funds

Other relevant information:

Compliance Officer:

(The Compliance Officer or his or her designee – such as an Appointed Employee Representative, Appointed Intermediary
Representative or other Intermediary Representative – should briefly set out the reason for regarding the transactions to be
reported as suspicious or, if  he decides against reporting, his reasons for that decision.)



[NAME OF COMPANY]

New Account Opening Form - [Individual Accounts]

1. Client Name: 

(a) Other Names Used: 

2. Client Address: 

3. Place and Date of  Birth: 

4. Nationality: 

5. Social Security Number and/or Passport Number: 

6. Occupation: 

7. Source of  Investment Funds: 

8. Banking Relationships:

(a) Principle Bank and Account Numbers: 

(b) Financial Institutions with Brokerage and/or Other Investment Accounts: 

9. Source of  Referral/Introduction: 

10. Review of  Public Information:

(a) Sources Checked: 

(b) Results of  Check: 

11. For Accounts Held in the Name of  Intermediary:

(a) Identity of  Beneficial Owners: 

(b) Complete the Appropriate Form for each Beneficial Owner identified.

12. Verification Documents Obtained and Reviewed (to be placed in client’s file):

Current Valid Passport: 

Current Valid Driver’s License with Photo and Signature: 

Verification of Address:

Phone Directory: 

Recent Phone/Utilities Bill: 

Public Information: 

Credit Reference Check: 



[NAME OF COMPANY]

New Account Opening Form - [Corporation or Business Entity]

13. Client Name: 

(a) Type of Entity: 

(b) Publicly Registered – Reporting Company?  Where?

(c) Date of  Formation: 

(d) Nationality: 

(e) Place of  Incorporation/Registration: 

14. Principle Business Address and Phone Numbers: 

(a) Additional Business Locations: 

(b) World Wide Web Site Address: 

15. Taxpayer I.D. Number (or equivalent if  non-U.S.): 

16. Nature of  Business: 

(a) Source of  Investment Funds: 

(b) Purpose of  Investment: 

17. Banking Relationships:

(a) Principle Bank and Account Numbers: 

(b) Financial Institutions with Brokerage and/or Other Accounts: 

18. Direct Owners/Executive Officers:

(a) Name, Title, Address and Phone numbers: 

(b) Authorized Client Contacts: 

(1)  Name, Address, Phone: 

(2)  Title/Relationship: 

19. Evidence of  Authority to Open and/or Direct Account: 

20. Source of  Referral/Introduction: 

21. For Accounts Held in the Name of  an Intermediary:



(a) Identity of  Beneficial Owners of  the Account: 

(b) Describe the “Know Your Customer” Procedures Conducted by the Intermediary: 

(c) If  no procedures were conducted, complete the appropriate form for each Beneficial Owner.

22. References: 

23. Review of  Public Information:

(a) Sources Checked: 

(b) Results of  Check: 

24. Verification Documents Obtained and Reviewed (to be placed in Client’s file):

Certificate of  Incorporation (or equivalent) 

Verification of  Business Address 

Recent Financial Statement(s) 

Photo and Signature identification and verification information for Authorized Signatories/Owners/Executive Employees 

Authorization to Open Account 

Photo and Signature Identification and Verification for Beneficial Owners 

Public Information  

List Other 


