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1. Introduction

Anti-Money Laundering (AML), Counter-Terrorist Financing (CTF) and Counter-Proliferation
Financing (CPF) risk management are priorities for “Luxembourg Investment Fund (Manager)”
(the “Entity”). The Entity recognizes that robust controls to prevent money laundering, the
financing of terrorism and proliferation are essential not only for regulatory compliance but also
to protect the integrity and reputation of the Entity. The regulatory landscape in Luxembourg
imposes stringent obligations on financial entities. This AML/CFT/CPF Risk Appetite Statement
(“AML/CFT/CPF RAS") reflects our commitment to meeting these obligations comprehensively.

The purpose of this AML/CFT/CPF RAS is to clearly define the types and levels of AML/CFT/CPF
risks the Entity is willing to accept in pursuit of its business objectives. It serves as a
foundational document that informs decision-making across all levels of the organization,
ensuring that risk-taking aligns with our strategic goals and regulatory expectations. By setting
boundaries around acceptable risk, the AML/CFT/CPF RAS helps prevent engagement in
activities or relationships that could expose the Entity to undue legal, financial, or reputational
damage.

This RAS also underscores the importance of embedding a strong compliance culture
throughout the Entity. Effective AML/CFT/CPF risk management requires more than policies; it
demands active participation from all employees, supported by ongoing training and awareness
programs. The AML/CFT/CPF RAS provides clarity on roles and responsibilities, empowering
staff to make informed decisions while exercising professional judgment and escalating
matters when necessary.

Moreover, this AML/CFT/CPF RAS is designed to be a living document that evolves in response
to changes in the regulatory environment, emerging threats, and lessons learned from
operational experience. Regular reviews and updates will ensure that the Entity remains agile
and responsive, maintaining high standards of AML/CFT/CPF risk management over time.

Ultimately, the Entity's AML/CFT/CPF RAS is a key element in safeguarding our business
integrity, maintaining trust with investors, regulators and other stakeholders, and contributing
to the broader effort to combat financial crime. It reflects our commitment to uphold
Luxembourg'’s reputation as a leading financial center characterized by transparency and robust
governance.
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2. Risk Appetite Overview

2.1 General Principles

The Entity maintains a low tolerance for AML/CFT/CPF risks, reflecting its commitment to
preserving high standards of integrity, regulatory compliance, and operational resilience.
Recognizing that AML/CFT/CPF risks can have far-reaching consequences - including
regulatory, administrative and/or criminal sanctions, financial losses, and reputational damage
- the Entity adopts a cautious approach to risk acceptance. This means that only risks which
can be effectively identified, measured, controlled, and mitigated within robust frameworks will
be deemed acceptable.

We acknowledge that zero risk is unattainable; however, the Entity is committed to minimizing
exposure to AML/CFT/CPF risks by implementing stringent controls and continuously
enhancing our risk management capabilities. The Entity’s risk appetite prioritizes sustainable
growth balanced with prudent risk-taking, ensuring that business opportunities are pursued
without compromising compliance or ethical standards.

The Entity adopts a risk-based approach aligned with regulatory guidance and, if adequate,
industry best practices. This approach requires, inter alia, continuous assessment of customer
profiles, transaction behaviors, and geographic exposures to identify emerging risks. Risk
acceptance decisions are made based on comprehensive due diligence and ongoing
monitoring, ensuring that any elevated risks are addressed through enhanced scrutiny or
declined if beyond the Entity’s capacity to manage.

Transparency and accountability are fundamental to our principles. The Entity commits to clear
communication of the AML/CFT/CPF risk appetite, establishing a shared understanding of
acceptable risk thresholds. This transparency supports consistent decision-making and fosters
a culture where people feel responsible for identifying and escalating potential AML/CFT/CPF
issues.

Furthermore, the Entity recognizes the importance of leadership in setting the “tone from the
top.” Senior management and the Board of Directors provide strong oversight and active
engagement in AML/CFT/CPF risk governance, ensuring that adequate resources, expertise,
and technology are available to uphold this risk appetite effectively.

In summary, the Entity’s general AML/CFT/CPF risk principles emphasize a proactive,
transparent, and structured approach to managing AML/CFT/CPF risks - balancing diligence
with operational efficiency to protect the Entity’'s reputation and comply with regulatory
expectations.
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3. Key Risk Categories and Appetite

3.1 Product and Service Risk

The Entity maintains a risk appetite that is

3 high g high

4 medium high to d medium high for risks associated with certain

X medium low 4 medium low products or services
3 low X low

that may inherently increase AML/CFT/CPF exposure. Complex financial instruments or
services that offer a high degree of anonymity, such as certain derivatives, private equity
structures, or correspondent banking arrangements, will be carefully evaluated before
engagement. Where these products are part of the Entity’s offerings, enhanced controls and
ongoing monitoring will be applied to mitigate associated risks. The Entity aims to balance
innovation with compliance by ensuring transparency and traceability in all product lines.

3.2 Transaction Risk

The Entity adopts a risk appetite that is

5 high 5 high

4 medium high to 5 medium high for transaction-related risks.
X medium low 5 medium low

J low X low

All transactions must be consistent with the customer’s known profile, investment strategy, and
declared source of funds/source of wealth. Unusual, complex, or high-value transactions that
fall outside established patterns will trigger additional scrutiny and investigation. The Entity
commits to maintaining robust transaction monitoring systems capable of detecting suspicious
activity promptly, ensuring timely escalation and remediation. Direct cash transactions with the
Entity are not permitted under any circumstances.
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3.3 Customer Risk

The Entity maintains a risk appetite that is

3 high 4 high

4 medium high to 5 medium high for customer-related risks,
X medium low 5 medium low

5 low X low

ensuring that it only engages with customers whose backgrounds, business activities, and
ownership structures are transparent and verifiable. Customers classified as politically exposed
persons (PEPs), or those originating from high-risk industries or jurisdictions, will be subject to
enhanced due diligence (EDD) procedures. The Entity reserves the right to decline onboarding
or terminate relationships where risks cannot be sufficiently mitigated. The Entity prioritizes
customers whose business profiles align with its strategic objectives and risk tolerance,
focusing on long-term partnerships built on trust and compliance.

3.4 Country or Geographical Risk

The Entity exercises a risk appetite that is

5 high 5 high

3 medium high to 4 medium high for exposure to jurisdictions...
J medium low 5 medium low

X low X low

identified as high risk due to weak AML/CFT/CPF frameworks, prevalent corruption, or
significant organized crime activity. Investments or transactions involving such countries will
only be considered under exceptional circumstances with strong justification and senior
management approval. The Entity will continuously monitor geopolitical developments and
sanction lists to avoid inadvertent exposure. This cautious approach helps safeguard the Entity
from regulatory backlash and reputational harm associated with geographic risk.
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3.5 Distribution Channel Risk

The Entity exercises a risk appetite that is

3 high 4 high

4 medium high to 5 medium high for risks related to distribution channels,
5 medium low 5 medium low

X low X low

favoring direct, face-to-face customer interactions whenever possible to ensure thorough
verification and relationship management. Where non-face-to-face onboarding or third-party
intermediaries are used, additional controls will be imposed to counteract the increased risk of
idEntity fraud, money laundering or other financial crime attempts. All channels will be subject
to continuous review to ensure they align with the Entity’'s AML/CFT/CPF risk tolerance and
regulatory expectations.

4. Prohibited Elements

To uphold high standards of AML/CFT/CPF compliance and safeguard the Entity’s integrity, the
following elements are strictly prohibited and will not be tolerated under any circumstances:

1 Onboarding Customers with Unverifiable or Undisclosed Beneficial
Ownership: The Entity will not accept customers whose ultimate beneficial owners
cannot be clearly identified, verified, or who deliberately obscure ownership structures.
Transparency in customer ownership is essential to assess and mitigate AML/CFT/CPF
risks effectively.

1 Engagement with Sanctioned Entities or Individuals: The Entity categorically
prohibits any transactions, investments, or business relationships with persons, entities,
or jurisdictions subject to international sanctions, embargoes, or restrictive measures
issued by recognized authorities such as the United Nations, European Union, or the
Government of Luxembourg, in particular the Ministry of Finance.

1 Acceptance of Funds from High-Risk or Blacklisted Jurisdictions: The Entity
refuses to accept funds originating from countries identified on credible blacklists or
those known for inadequate AML/CFT/CPF controls, high corruption levels, or significant
criminal activity. This prohibition extends to indirect exposure through intermediaries
or complex structures linked to such jurisdictions.
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Use of Anonymous Accounts or Financial Instruments: Any financial products,
accounts, or services that allow for anonymity or hinder the traceability of funds -
beyond what is permitted by regulatory frameworks - are strictly disallowed. This
includes anonymous trust arrangements or bearer shares that cannot be linked to
identifiable individuals.

Facilitation of Structuring or Layering Activities: The Entity prohibits
engagement in activities that appear designed to conceal the origin of illicit funds
through layering techniques such as rapid movement of funds, splitting large
transactions into smaller amounts, or unnecessary complexity in ownership and
transaction structures (e.g., without any explainable economic reason).

Tolerance of Suspicious or Unusual Activities Without Proper
Investigation: The Entity commits to a zero-tolerance policy regarding suspicious
activities. Any unusual transactions or behaviors must be promptly investigated and,
where appropriate, reported to the relevant authorities in compliance with regulatory
requirements.

Acceptance of Funds from Shell Companies or Entities with No Legitimate
Business Purpose: The Entity will not onboard customers or accept transactions
involving entities that lack a clear, legitimate economic activity or appear to exist solely
to facilitate financial crime, e.g. money laundering or tax evasion.

Engagement in Transactions Involving Virtual Assets Without Adequate
Controls: Unless robust AML/CFT/CPF controls and regulatory compliance are
demonstrably in place, the Entity prohibits dealings involving cryptocurrencies or other
virtual assets known for their high risk of misuse in illicit activities.

Failure to Conduct Enhanced Due Diligence (EDD) on High-Risk Customers and
Transactions: The Entity prohibits any onboarding or transaction processing without
performing required EDD measures for customers or activities classified as high risk,
including PEPs, customers from high-risk jurisdictions, or complex ownership
structures.

Bypassing Established Internal Approval and Escalation
Procedures: Circumventing defined governance and escalation protocols for
exceptions, unusual transactions, or risk acceptance decisions is strictly forbidden. All
exceptions must follow documented processes with appropriate oversight.

Inadequate Documentation or Record-Keeping: The Entity prohibits inaccurate or
deliberately falsified records related to customer information, transaction details, or
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AML/CFT/CPF investigations. Proper documentation is important, inter alia, for
auditability and regulatory compliance.

Facilitating Tax Evasion or Other Illegal Activities: The Entity explicitly prohibits
any activity that knowingly facilitates tax evasion, fraud, corruption, or other criminal
conduct.

Ignoring Red Flags or Indicators of Suspicious Activity: Persons entrusted with
the respective matter must not disregard suspicious behaviors or known red flags
during customer onboarding or ongoing monitoring. Failure to report such indicators
contravenes the Entity’s AML/CFT/CPF policies.

5. Escalation Process

A clear, transparent, and well-defined escalation process is essential to ensure that any

AML/CFT/CPF risks exceeding the Entity’s established risk appetite are managed effectively

and consistently. The Entity commits to a structured approach that promotes timely

identification, thorough assessment, and appropriate decision-making at all levels.

1

Immediate Identification and Reporting: Persons entrusted with the respective
matter are responsible for promptly recognizing and reporting any transactions,
customer behaviors, or situations that deviate from the Entity’s defined risk appetite or
raise suspicion. Early detection enables swift intervention and reduces potential
exposure.

Tiered Escalation Levels: The escalation process follows a tiered structure based on
the risk severity and complexity. Initial concerns are reported to the immediate
supervisor or Compliance Officer, who conducts a preliminary assessment. Cases
involving significant risks or uncertainties are escalated to senior compliance
management and, where necessary, to the Board-level (responsible committee, if any).

Documentation and Transparency: Every escalation must be adequately documented,
including the nature of the risk or exception, the analysis performed, decisions taken,
and rationale. This ensures accountability and provides an audit trail for internal reviews
and regulatory inspections.

Approval and Exception Handling: Exceptions to the AML/CFT/CPF risk appetite -
such as onboarding a higher-risk customer or approving a transaction outside normal
parameters - require formal approval from designated senior management or the

10
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Board. These approvals are granted only after comprehensive risk evaluation and
implementation of mitigating controls.

f Ongoing Monitoring Post-Escalation: Cases that have been escalated and approved
with exceptions are subject to enhanced ongoing monitoring to quickly detect any
changes in risk profile or suspicious activity. This includes more frequent reviews,
updated due diligence, and stricter transaction monitoring.

1 Feedback Loop and Continuous Improvement: The escalation process includes a
feedback mechanism whereby lessons learned from escalated cases inform updates to
policies, procedures, and training programs. This continuous improvement cycle
ensures the Entity's AML/CFT/CPF framework evolves in line with emerging risks and
regulatory expectations.

f Communication and Alignment: All stakeholders involved in the escalation process
are kept informed to ensure alignment on decisions and risk mitigation strategies. Clear
communication minimizes misunderstandings, supports coordinated action, and
strengthens overall governance.

5.1 Escalation Process (Detailed by Stages)

The Entity’s AML/CFT/CPF escalation process is designed to ensure that breaches of the
AML/CFT/CPF RAS are identified, assessed, and resolved at the appropriate level with full
transparency and accountability. The following stages describe roles and responsibilities
throughout the escalation chain:

5.1.1 Stage 1, Contributor

1 Role: Frontline detection and initial reporting.
1 Responsibilities:

1 Identify suspicious activities, unusual transactions, or customer behaviors that
appear inconsistent with the Entity’s AML/CFT/CPF policies or risk appetite.

1 Immediately report concerns to their direct manager or designated compliance
contact using established internal reporting channels.

1 Maintain confidentiality and follow internal protocols to prevent tipping off
customers or external parties.

11
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5.1.2 Stage 2 | Manager or designated compliance contact

1 Role: First-level assessment and initial decision-making.

1 Responsibilities:

il

Review reported concerns from contributors promptly and perform an initial risk
assessment.

Engage with the contributor to gather additional information or clarification if
needed.

Decide whether the issue can be resolved within their remit or requires
escalation to the Money Laundering Reporting Officer (MLRO).

Document all findings and actions taken.

5.1.3 Stage 3 ; Money Laundering Reporting Officer (MLRO)

1 Role: Expert analysis and formal escalation decision.

1 Responsibilities:

1

Conduct a detailed investigation of reported cases involving potential
AML/CFT/CPF risks or breaches.

Assess whether the case warrants further escalation to senior compliance or
executive management.

Determine whether a Suspicious Activity Report (SAR) needs to be filed with
supervisory authorities in accordance with legal requirements.

Ensure all documentation is complete, accurate, and securely stored.

5.1.4 Stage 4 | Head of Compliance

1 Role: Oversight of AML/CFT/CPF risk management and escalation coordination.

1 Responsibilities:

il

Review escalated cases from the MLRO, particularly those involving significant
risk or complex regulatory issues.

Provide guidance on risk mitigation strategies and compliance measures to

manage identified risks.
12
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1 Liaise with other departments (e.g. legal, risk, operations) to coordinate a
comprehensive response.

1 Prepare reports for executive leadership and the Board of Directors as required.

5.1.5 Stage 5 ; Managing Director Responsible for AML/CFT/CPF

1 Role: Executive-level risk decision-making and resource allocation.
1 Responsibilities:

1 Review cases escalated by the Head of Compliance that involve material
AML/CFT/CPF risks or reputational concerns.

1 Make final decisions on accepting exceptions, imposing additional controls, or
terminating customer relationships.

1 Ensure sufficient resources and support are allocated for AML/CFT/CPF risk
management initiatives.

1 Communicate key issues and decisions to the Board of Directors.

5.1.6 Stage 6 , Board of Directors

1 Role: Ultimate governance and oversight authority.
1 Responsibilities:

1 Receive regular reports on AML/CFT/CPF risk exposure, escalated cases, and
compliance status from senior management.

1 Approve significant exceptions to the AML/CFT/CPF RAS or strategic changes
to AML/CFT/CPF policies.

1 Ensure that senior management is held accountable for effective AML/CFT/CPF
risk management.

1 Engage external auditors or consultants for independent assurance as needed.

5.1.7 Stage 7 | Supervisory Authorities

1 Role: External regulators with enforcement powers.

13
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1 Responsibilities:

1 Receive Suspicious Activity Reports (SARs) and other regulatory notifications
submitted by the Entity via the MLRO.

! Conduct investigations or audits based on reported incidents or supervisory
reviews.

1 Impose sanctions, fines, or corrective measures in cases of non-compliance.

1 Provide guidance and updates on evolving regulatory expectations.

6. Governance and Oversight

Strong governance and rigorous oversight are fundamental pillars for the effective
management of AML/CFT/CPF risks within the Entity. The Board of Directors, senior
management, and dedicated compliance functions collectively ensure that AML/CFT/CPF risk
appetite is clearly defined, communicated, and adhered to throughout the organization.

The Board of Directors holds ultimate responsibility for approving the AML/CFT/CPF RAS and
providing strategic direction on AML/CFT/CPF risk management. The Board actively oversees
the implementation of AML/CFT/CPF policies, ensures sufficient resources are allocated, and
regularly reviews comprehensive reports on AML/CFT/CPF risk exposures, compliance status,
and any material breaches or exceptions. By setting a clear “tone from the top,” the Board of
Directors fosters a culture of integrity and accountability that permeates all levels of the Entity.

Senior management, including the Managing Director responsible for AML/CFT/CPF, translates
the Board of Directors’ directives into operational frameworks. They are tasked with embedding
AML/CFT/CPF considerations into daily business activities, ensuring that AML/CFT/CPF risk
appetite principles are effectively applied in customer onboarding, transaction monitoring, and
ongoing due diligence. Senior leaders are also responsible for establishing cross-departmental
collaboration to address AML/CFT/CPF risks holistically and for promoting continuous
improvement in AML/CFT/CPF controls.

The Compliance function operates as the cornerstone of AML/CFT/CPF governance. Led by the
Head of Compliance and supported by the Money Laundering Reporting Officer (MLRO), this
team is responsible for developing, maintaining, and enforcing AML/CFT/CPF policies and
procedures aligned with regulatory requirements. The Compliance team conducts risk
assessments, manages training programs, monitors key risk indicators, and coordinates internal

14
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audits to verify adherence to the AML/CFT/CPF framework. They also serve as the primary
liaison with regulatory authorities and ensure timely reporting of suspicious activities.

To reinforce governance, the Entity ensures clear segregation of duties among control functions
and business units - following the three lines of defense model. This structure promotes
independent challenge and robust oversight while enabling efficient risk management.

Regular training and awareness programs are integral to governance efforts, ensuring that all
personnel - from front office staff to senior executives - understand their roles in upholding
the Entity’s AML/CFT/CPF risk appetite. These programs are tailored to reflect evolving risks
and regulatory updates.

Finally, governance extends beyond internal controls to include continuous engagement with
external stakeholders such as regulators, auditors, and industry bodies. This proactive
approach ensures the Entity remains aligned with good and/or best practices and adapts swiftly
to regulatory developments.

In summary, the Entity’s governance and oversight framework embodies a comprehensive,
multi-layered approach that integrates leadership commitment, dedicated compliance
resources, clear accountability, and ongoing education - enabling effective management of
AML/CFT/CPF risks in line with regulatory expectations.

7. Data and Monitoring

Robust data management and continuous monitoring are critical components in effectively
managing AML/CFT/CPF risks and ensuring alignment with the Entity’s risk appetite. The
Entity is committed to establishing a comprehensive data infrastructure that supports
accurate risk assessment, timely detection of suspicious activities, and informed decision-
making.

To this end, the Entity maintains AML/CFT/CPF Key Risk Indicators (KRIs), which can be
organized into a central dashboard that aggregates data across multiple dimensions, including
customer profiles, transaction patterns, geographic exposures, and compliance metrics. This
dashboard could serve as a tool for monitoring risk trends, detecting deviations from
established thresholds, and triggering alerts for further investigation. The technical design of
the dashboard depends on the type and scope of business relationships and transactions.

High data quality and integrity underpin the effectiveness of AML/CFT/CPF monitoring. The
Entity enforces data governance to ensure that all relevant information - such as customer
identification details, beneficial ownership, transaction records, and due diligence reports - is
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accurately captured, consistently updated, and securely stored. Validation checks and periodic
audits are conducted to detect anomalies or gaps that could impair risk evaluation.

The Entity recognizes the importance of dynamic monitoring. Key Risk Indicators are regularly
reviewed and recalibrated to reflect changes in regulatory requirements, market conditions,
and internal risk appetite adjustments. This ensures that thresholds remain relevant and
sensitive enough to capture new or evolving risks, such as those related to emerging
technologies or novel financial products.

In addition, the Entity supplements data monitoring with expert analysis and judgment.
Compliance teams interpret data outputs within the broader context of business activities and
regulatory expectations, allowing for nuanced risk assessments beyond purely quantitative
measures.

Finally, the Entity commits to transparency and auditability in its data and monitoring processes.
Detailed records of KPI calculations, alerts generated, investigations undertaken, and decisions
made are maintained to provide clear audit trails for internal reviews and regulatory
examinations.

By combining data management with monitoring and expert oversight, the Entity ensures that
AML/CFT/CPF risks are tracked and managed effectively - enabling interventions that protect
the Entity’s integrity and regulatory compliance.

8. Training and Awareness

Effective AML/CFT/CPF risk management is dependent on the knowledge, diligence, and
commitment of every contributor within the Entity. To foster a strong culture of compliance and
ensure that personnel understand their roles and responsibilities, a comprehensive and
ongoing training and awareness program has been tailored to the specific needs of different
functions and risk profiles.

The training program is designed to provide personnel with a clear understanding of
AML/CFT/CPF regulations, internal policies, and the Entity’s specific AML/CFT/CPF RAS. It
emphasizes practical application through real-world examples, case studies, and scenario-
based learning, enabling personnel to recognize suspicious activities, apply appropriate due
diligence measures, and follow escalation procedures confidently.

Training sessions are mandatory across the three lines of defense and are conducted regularly
to ensure awareness remains current amid evolving regulatory requirements and emerging
risks. New hires receive onboarding training focused on AML/CFT/CPF fundamentals, while
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refresher courses and specialized workshops are provided periodically to reinforce knowledge
and address updates in the regulatory landscape or internal controls.

9. Review and Update

The dynamic nature of the financial sector and the evolving regulatory landscape necessitate
that the Entity’s AML/CFT/CPF RAS remains a living document, subject to regular and rigorous
review. The Entity is committed to ensuring that the AML/CFT/CPF RAS continuously reflects
current regulatory requirements, emerging threats, operational experiences, and strategic
objectives.

At a minimum, the AML/CFT/CPF RAS will undergo a formal review annually. This scheduled
review is designed to assess the statement’s relevance, clarity, and effectiveness in guiding
AML/CFT/CPF risk management activities. It provides an opportunity to incorporate lessons
learned from internal audits, compliance monitoring, regulatory feedback, and actual cases of
suspicious activity or risk incidents.

In addition to the annual review, the Entity recognizes circumstances that warrant more
immediate updates. These include significant changes in AML/CFT/CPF regulations, material
shifts in the Entity’s business model or customer base, new typologies of financial crime, or
feedback from supervisory authorities. In such cases, the Entity will promptly revise the
AML/CFT/CPF RAS to maintain alignment with good and/or best practices and regulatory
expectations.

The review process involves a collaborative approach engaging key stakeholders across
compliance, risk management, legal, and senior leadership to ensure comprehensive
evaluation from multiple perspectives. The Board of Directors retains ultimate approval
authority for any substantive amendments to the AML/CFT/CPF RAS, reinforcing governance
accountability.

Documentation of each review cycle is maintained.

Furthermore, updates to the AML/CFT/CPF RAS are accompanied by targeted communication
and training initiatives to ensure that personnel understand changes and continue to apply the
Entity’s AML/CFT/CPF risk appetite consistently in their daily activities.
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10. Key Performance Indicators

Key Performance Indicators (KPIs) play an important role in the effective implementation and
ongoing management of this AML/CFT/CPF Risk Appetite Statement. They provide
measurable metrics that enable the Entity to monitor its exposure to money laundering and
terrorist financing risks, assess the effectiveness of controls, and ensure compliance with
regulatory requirements.

The KPIs selected must align closely with the Entity’s defined risk appetite and cover the key
AML/CFT/CPF risk areas identified in the Risk Appetite Statement. These typically include
customer risk, transaction risk, geographical risk, product/service risk, distribution channel
risk, and operational effectiveness.

Incorporating well-defined KPIs into the AML/CFT/CPF Risk Appetite Statement transforms it
from a conceptual framework into a practical tool for risk management. It empowers the
Entity to maintain control over its AML/CFT/CPF exposure, meet regulatory expectations, and
uphold its commitment to integrity and transparency in all business activities.

Purpose of KPIs:

f Risk Monitoring: KPIs offer (early) warning signals by highlighting deviations from
the defined risk appetite thresholds, allowing (timely) intervention.

91 Decision Support: They provide the people involved with objective data to support
risk-based decision-making and resource allocation.

1 Compliance Assurance: KPIs help demonstrate adherence to regulatory
requirements and prompt reporting obligations.

1 Operational Efficiency: By tracking investigation times, backlog volumes, and
training completion rates, KPIs support continuous improvement of AML/CFT/CPF
processes.

Key AML/CFT/CPF KPI Categories:

1. Product and Service Risk: Evaluate the use of products or services that carry a
higher inherent risk of abuse for money laundering or terrorist financing.

2. Transaction Risk: Track suspicious activity reports filed, alert volumes generated, and
false positive rates to assess detection system effectiveness.
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3. Customer Risk: Measure exposure to high-risk customers, such as politically exposed
persons (PEPs), customers from high-risk jurisdictions, and customers subject to
enhanced due diligence.

4. Country or Geographical Risk: Monitor business activities in high-risk countries or
regions prone to corruption and organized crime.

5. Distribution Channel Risk: Assess risks linked to non-face-to-face interactions or
digital channels that may complicate customer identification and monitoring.

6. AML/CFT/CPF Compliance Effectiveness: Include metrics such as average alert
investigation time, case backlog, and timeliness of regulatory reporting to ensure
operational robustness.

7. Training and Awareness: Track completion rates of mandatory AML/CFT/CPF training
programs and system uptime for AML/CFT/CPF tools to maintain organizational
readiness.

Setting Thresholds and Limits

Each KPI should have clearly defined thresholds that reflect the Entity’s tolerance levels for
specific risks. Exceeding these limits triggers escalation protocols as outlined in this Risk
Appetite Statement and downstream documentation, such as policies and procedures,
ensuring that potential issues are addressed promptly and transparently.

Data Quality and Governance

Accurate, complete, and timely data are fundamental for reliable KPI reporting. The institution
must maintain robust data governance frameworks to ensure integrity across all relevant
systems. Regular reviews should be conducted to adapt KPIs and thresholds in response to
evolving risks, regulatory guidance, and business changes.
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10.1 AML/CFT/CPF KPI Catalogue by Risk Categories

This KPI catalogue supports the ongoing monitoring and management of the Entity’s
AML/CFT/CPF risk profile in line with regulatory requirements. It covers multiple dimensions
- from customer risk and transaction monitoring to operational effectiveness - and enables
targeted compliance with guidelines and the effective implementation of this AML/CFT/CPF
Risk Appetite Statement.

10.1.4 Product and Service Risk

KPIs assessing risks associated with specific products and services offered.

- Soft Hard

KPI Description Purpose L. ..
Limit' Limit?

Proportion of High-Risk Share of products with a Managing product-
Products (e.g., anonymous higher risk of misuse in related
accounts, trade finance) the portfolio AML/CFT/CPF risks
Volume/Number of Measuring exposure
Correspondent Banking through correspondent Monitoring complex
Transactions with High-Risk  banking with risky product risks
Countries jurisdictions

1 Soft limit: Temporary or flexible limit that can be exceeded under certain conditions, subject to
approval by the Board of Directors.
2 Hard limit: Maximum permissible value that must not be exceeded. If it is exceeded, immediate
action must be taken or the risky activity must be stopped.
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10.1.2 Transaction Risk

KPIs for monitoring and assessing transaction-related risks.

KPI

Number of Suspicious
Activity Reports (e.g.
SARs/STRs) Filed

Number of Alerts

Generated

False Positive Rate

Volume/Number of High-
Value Cash Transactions

Description

Count of suspicious
transaction reports sent
to regulators

Total alerts triggered by
transaction monitoring
systems

Percentage of alerts
dismissed after
investigation

Monitoring cash
transactions above
defined thresholds

Purpose

Ensuring reporting
compliance and
effectiveness

Evaluating alert
system performance

Improving system
accuracy and reducing
workload

Identifying potentially
risky cash flows

Soft Hard
Limit Limit
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10.1.1 Customer Risk

These KPIs measure risks arising from different customer types and their characteristics.

L. Soft Hard

KPI Description Purpose N
Limit Limit
Percentage of Proportion of customers subject Identification and
High-Risk to Enhanced Due Diligence monitoring of high-risk
Customers (EDD) customer relationships
. . Percentage of customers from o .
Geographical Risk . . Monitoring geographic
high-risk jurisdictions (e.g., .

Exposure risk exposure

FATF-listed countries)

Politically Exposed
Persons (PEPs)
Ratio

Number/percentage of PEPs, Managing political
classified by degree of exposure exposure risk

. Number of customers/accounts  Early detection of
Adverse Media . . . .
with negative media or news reputational and
Exposure . .
coverage compliance risks
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10.1.3 Country or Geographical Risk

KPIs related to risks stemming from geographical business activities.

KPI

Percentage of Business
in High-Risk Countries

Number of
Relationships in
Countries with High
Corruption Index

Description

Share of customers and
transactions involving high-risk
jurisdictions

Count of customers/business in
countries known for corruption
or organized crime

10.1.5 Distribution Channel Risk

Soft Hard
Purpose N
Limit Limit
Managing
geographic risk
exposure
Preventing

involvement in
illegal activities

KPIs to monitor risks related to distribution channels and customer interaction methods.

KPI

Percentage of Non-Face-
to-Face Customer
Interactions

Volume/Number of Digital
Channel Transactions
with Elevated Risk

Description

Share of customer onboarding
or transactions without physical
presence (e.g., digital,
intermediaries)

Amount/count of potentially
risky transactions conducted
digitally

Soft Hard

Purpose N
Limit Limit

Assessing ID
verification risk

Controlling risks
introduced by
new channels
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10.1.6 AML/CFT/CPF Compliance and Investigation Effectiveness

KPIs that evaluate the effectiveness of Anti-Money Laundering compliance measures and the
thoroughness of investigations.

KPI

Average AML/CFT/CPF
Alert Investigation
Time

AML/CFT/CPF Case
Backlog

Timeliness of
Regulatory Reporting

Description

Time from alert generation to

case closure

Number of unresolved

AML/CFT/CPF cases beyond

defined thresholds

Percentage of reports
submitted on time to
regulators

Purpose

Measuring
compliance process
efficiency

Ensuring timely
case handling

Meeting regulatory
deadlines

Soft Hard
Limit Limit
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10.1.7 Operational Effectiveness and Training

KPIs that assess how well operational processes function and measure the adequacy of staff
training programs.

.. Soft Hard
KPI Description Purpose T
Limit Limit
AML/CFT/CPF Percentage of staff .
. . Ensuring awareness and
Compliance Staff completing mandatory
. . . competence throughout
Training Completion AML/CFT/CPF training L.
the organization
Rate annually

Availability and

System Uptime for Maintaining technical
performance rate of L
AML/CFT/CPF . reliability for
L AML/CFT/CPF detection
Monitoring Tools AML/CFT/CPF processes

systems (%)

Approved by the Board of Directors on: [Date]
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