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CIRCULAR LETTER

TO All lnsurance/Reinsurance Companies, Mutual Benefit Association,
Trusts for Charitable Uses, lnsurance and Reinsurance Brokers,
Pre-Need Companies and Health Maintenance Organization

SUBJECT : Dissemination of the National AML/CFT Coordinating Committee
(NACC) Statement On The lmpact of Grey-Lasting

The lnsurance Commission received a report of some "de-risking'' moves by reinsurers
because of the grey-listing of the Philippines.

Please be informed that the National AML/CFT Coordinating Committee (NACC) issued
a statement on the impact of grey-listing. Attached is a copy of the said statement for your
information and guidance.

Relative thereto, all ICREs and Filipino nationals are advised to immediately report to this
Commission and the Anti-Money Laundering Council (AMLC) of any incident experienced
as a result of the greylisting

DENNI
lnsu Commissioner

P};Sffi

2022-05

Thus, all lnsurance Commission Regulated Entities (lCREs) and Filipino nationals are
reminded that mere identification of the Philippines as having "Jurisdiction under lncrease
Monitoring" with serious AML/CFT deficiencies, does not automaticallv mean
imposition of Countermeasu res.
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PROPER APPTICATION OF THE RISX.BASED APPROACH ON FILIPINOS

FOLLOWNG THE INCTUSION OF THE PHILIPPINES IN THE FATF'S GRET UST

On 25 June 2021, the FinancialActlon Task Force (FATF) included the Philipplnes in its llst
of "Jurlsdictlons Under lncreased Monitorlnf, whlch ls often referred to as the "FATF Grey llst" .

The Philippines has expressed its hith-level political commitment in swiftly resolvinB its identlfied
stratetic deficiencies. The FATF tave the Philippines untilJanuary 2023 to address all identlfied
deficiencies

The statement, as published in the FATF website, clarifies that the FATF does not call for
the appllcatlon of enhanced due diligence (EDDI measures to be applled to these lurlsdictlons
but only encourages lts membeB and allludsdlctlons to account the lnformatlon presented ln
the FATF website ln thelr rlsk analysls.r

The effect of the grey tisting is more clearly understood ln relation to the lntemational Co-

operation Beview Group (ICRG) Procedures2 which provides:

"lf a country falls to provide hlghlevel polltical commltment to its action plan or a

country has not made sufflcient progress on its ICRG actlon plan one vear after
orovidinR lts hith-level commitment, the FATF would call on its members to
consider the risks arising from the deficlencies assoclated wlth each Jurlsdlctlon.
ln order to align such language with Recommendatlon 1!, on hlSher-rlsk countrles,

the lantuage would state: "The FATF calls on its members to advise thelr flnancial
institutions to apply enhanced due dlligence measures proportionate to the rlsks

arising from the deficiencies associated with each Jurlsdiction". h should be

clarified that th rs wou dnotbeaca lfo counte rmeasu res which is the second

part of Recommendatlon 19. (UnderscorinB supplied)

To put into proper context, Recommendation 19 of the FATF Standards states:

19. Hither-risk countries

Financial institutlons should be requlred to aDolv enhanced due dilisence
measures to buslness relationships and transactlons with natural and legal

persons, and financial institutions, from countrles for which this ls called for bv

the FATF. The type of enhanced due diligence measures applied should be

effective and proportionate to the risks.

1 Refer to httpsr//www.futfuafi.o.&/publicationi/hi8h{isk-and-oth€r-mooltored-
iurlsdlctlons/dcum.nts/increasGd{nonttoring.June-202 1.html
2 sec 2,7, par. 10 of th€ lcRG Procedurr!
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Countries should be able to aoplv aporooriate countermeasures when called u0on
to do so bv the FATF. Countries should also be able to apply countermeasures
independently of any call by the FATF to do so. Such countermeasures should be

effective and proportionate to the risks. (Underscoring supplied)

oespite the clear pronouncements of the FATF, the Philippine Government has been
receiving reports that Philippine-related transactions have been subjected to more scrutlny, or
worse, de-riskint. These are clear cases of over compliance and disproportionate application of
the following FATF Recommendation 19 measures against greylisted countries, their citizens and

businesses:

1) Requlrlng financial institutions to apply specific elements ofenhanced duediligence.
2) Limiting business relationships or financial transactions wlth the ldentlfled country or

persons in that country.
3) Requiring financial lnstitutlons to review and amend, or if necessary termlnate

correspondent relatlonships wlth financlal instltutions ln the country concerned.

Moreover, this is not ln line and lnconsistent with FATF'S expectations on the application of
risk-based approach, whlch is central to the effective implementation of the FATF Standards,

ln the statement, FATF dotfi$ sk-based apprcoclr: cose+y<ose, not whole,,ale de-
rlsklng, daled 23 october 2014,3 "de-risking" should never be an excuse for a bank to avoid
implementing a risk-based approach, in line wlth the FATF standards. The FATF

Recommendotions only require financial institutions to terminate customer relationships, on a

case-by-case basit where the money laundering and terrorist financing risks cannot be mitigated.
This is fully in line with AMVCFT obiectlves. What is not ln llne with the FATF standards ls the
wholesale cuttlnB loose of entire classes of customer, without takint lnto account, seriously and

comprehensively, their level of risk or risk mitigation measures for lndividual customers within a

particular sector."

Hence, in the case of Philippine+elated transactions, the obliBation of financial

institutions and Designated Non-Financial Businesses and Professlons is to conduct CDD in

accordance wtth the Anti-Money Laundering Act (AMLA) and thelr usual processes, whldl ls to
assess their customers comprehensively to determine the level of risk they pose, and thereafter
apply the commensurate rlsk mltitation measures, Flllplno buslne6ses or natlonals should not
be considered as hlgh rlsk based solely on the lncluslon of the Phlllppines ln the FATF'S lkt of
"Jurisdlctlon Under lncreased Monltoring".

It must be stressed that Sectlon 8,1', Rule 19 of the 2018 lmplementing Rules and

Regulations (lRR) ofthe Anti-Money Laundering Act (AMLA) of 2001, as amended, does not spply

! httos://wwur-fatf 4 afi.orEldocuments/news/r d€-riskin e html
4 Ser 8.1, Rule 19, 2018 IRR - Covered p€rsons shall apply EDO, proportlonate to th6 rlsks, to .c.ounts/ tnantlctlons,

and business and professlonal rBl.tlonshlps with customeE who are natlonals or cltlzens frqm torsitn ludsdlcllon
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to Phillpplne covered persons and forelgn covered persons conductlng buslncas in the
Phillpplnes wlth respect to the Philipplnes. Therefore, covered persons should not apply
enhanced due diligence, or any form of countermeasure against Fllipino businesses or nationals,
by reason only of jurisdictional/country rlsks arising from the grey list. lnstead, covered persons

should continue observing the risk-based approach in conducting customer due diligence as
provided under Section 9, Rule 18 of the 2018 lRR.

Government agencies and covered persons are also enjoined to provide assistance to the
Anti-Money Laundering Council by reporting incidents of de-risking, changes in correspondent
banking relationships, EDO or special measures imposed on Philippine-related accounts, or
imposition of any countermeasures, as a result of the inclusion of the Philippines in the FATF Grey

List. SupeNisors may issue their own Advisories or any issuance to provide guidance to their
covered persons,

or geographical location that presents treater rlsk for ML/fF or lts associated unlawful activities, or is recognized a5

havin8 inadequate internationally accepted AMUCTF standards, as determined by the relevant domestic or
international bodies such as the Financial Action Task Force (FATF) and the FATF-Style Re8ional bodies.
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