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 Executive Summary 

This report considers the issue of money laundering linked to bribery and 
corruption in the Isle of Man, and other jurisdictions. Disclosures that relate to this 
type of activity have been analysed with a view to identifying the risks to the Isle 
of Man that bribery and corruption bring. Included within this report is an overview 
of bribery and corruption, the warning indicators, and examples of the types of 
disclosures the FIU has received that relate to this activity. These examples and 
other disclosures have been used to identify emerging threats, points of interest, 
and ongoing vulnerabilities to the Isle of Man. A number of recommendations have 
been provided to assist in mitigating the risk posed by this activity, both locally and 
internationally. 

 

Overview 

Corruption is a predicate offence that can affect a range of financial sectors. 
Corruption is the abuse of entrusted power by a person or organisation for private 
gain, financial or otherwise.  

Corruption has a significant impact on economies as it erodes trust, weakens 
democracy, hampers economic development and further exacerbates inequality, 
poverty, social division and the environmental crisis.  

Bribery is a financial or other advantage offered, promised or given (as in the 
Bribery Act 2013) in order to influence the judgement or conduct of a person in a 
position of trust or reward the improper performance of a function or activity; 
something that serves to induce or influence. 
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Red Flag Indicators 

Red flag indicators are the external signs of irregularity or wrongdoing that bring to 
light the methods and techniques used by criminals to launder money. Although 
many red flags will be general indicators of money laundering, rather than 
indicative of a specific predicate offence, there are some signs which may indicate 
the proceeds of corruption.  

Corruption 

Corruption is an offence that happens across a wide variety of sectors, both public 
and private. Those who hold public office are a key focus, however, a great deal of 
corruption does take place in the private sector without any known involvement by 
a government or its officials. When a government official initiates or succumbs to 
corruption, it is often with a private individual or private sector organisation. 
Corruption is an act in itself, but also facilitates other crimes such as wildlife 
crimes, human trafficking and modern day slavery. 

Common elements in corrupt interactions 

 Secrecy; 

 Collusion, Coercion or Compulsion; 

 Abuse of power/position/authority; 

 Loss;  

 Private gain; 

 The transaction or the third party is in a country known for widespread 
corruption, as measured by the Transparency International Corruption 
Perceptions Index or other similar indices; 

 The third party has a history of improper payment practices, such as prior or 
ongoing formal or informal investigations by law enforcement authorities or 
prior convictions; 

 The third party has been subject to criminal enforcement actions or civil 
actions for acts suggesting illegal, improper or unethical conduct; 

 The third party has a poor business reputation; 

 Allegations that the third party has made or has a propensity to make 
prohibited payments or facilitation payments to officials; 

 Allegations related to integrity, such as a reputation for illegal, improper, or 
unethical conduct; 

 The third party does not have in place an adequate compliance program or 
code of conduct or refuses to adopt one; 

 Other companies have terminated the third party for improper conduct; 

 Information provided about the third party or its services of principals is not 
verifiable by data, only anecdotally. 
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Government Relationships 

 The third party has a family relationship with a foreign official or government 
agency; 

 The third party has a business relationship or association with a foreign official 
or government agency; 

 The third party previously worked in the government. 

School Education 

 Misdirection of education budgets; 

 Teacher recruitment, promotion, posts and exit; 

 Infrastructure contracts; 

 Improper contract management; 

 Leakage of central education budgets; 

 Theft/control of education assets; 

 Schools used for private purposes; 

 Payment of fees, places, grades and certificates. 

Police Services 

 Improper allocation and distribution of funds; 

 Illegal private activity; 

 Facilitation payments; 

 Poor leadership behaviour; 

 Evidence tampering or theft; 

 Misuse of information. 

Health 

 Poor clinical protocols; 

 Corrupt invoicing. 
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Bribery 
Bribes may be paid in cash, but a broader view should be taken; a bribe may be 
made by the offer of any form of benefit. These range from traditional and tangible 
benefits, such as gifts, to these that may be less obvious and harder to prove as 
constituting a bribe, such as excessive hospitality and employment opportunities 
for family members, essential whatever is of value to the recipient. The benefit can 
also take the form of an act or an omission. An individual can be guilty of bribery 
whether they offer, request or receive a bribe, nor does the individual have to be 
the end recipient of the benefit. 

Red flag indicators of bribery include: 

 Failure to adequately advertise the request for bids or proposals; 

 Unreasonable prequalification procedures; 

 Unreasonably narrow contract specifications that favour the winning bidder 
and exclude others; 

 Leaking of bid information to favour a certain bidder, and withholding critical 
information from others; 

 Discarding or changing bids after receipt, or improperly manipulating the 
scoring of bids; 

 Disqualification of other bidders for arbitrary or trivial reasons during bid 
evaluation 

 Approval of unnecessary change orders to increase contract values after 
award (to allow the low bidder to cover the cost of the bribe); 

 Splitting purchases to avoid procurement thresholds; 

 Approval of unjustified sole source awards; 

 Pressure by project officials on contractors to select a particular subcontractor 
or agent; 

 Contractor engages a questionable subcontractor or local agent (to handle 
bribe payments); 

 Long delays in contract negotiations or award (as bribe demands are 
negotiated). 
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Examples of Disclosures Received - Risk or 
Vulnerability to the IOM 

Scenario 1 

The bank received an application for a transactional bank account from a foreign 
national (Mr A). Mr A stated he was the director, 35% owner and employee of a 
company based in a country scoring low on the Transparency International 
Corruption Perceptions Index. During the bank’s on-boarding checks, adverse 
media on the company was identified. The company had been named in an USA 
Securities and Exchange Commission Order (SEC Order). The SEC Order stated 
that the company had paid bribes to both government and privately owned entities 
to obtain sales. Mr A did not own the company at the time of the offences, 
however he did appear to be in a senior position in the same time period. This was 
subsequently disclosed to the FIU as declined business. 

 

Scenario 2 

An investment/fund institution identified potential adverse media through manual 
searches. It was not possible to verify the allegations against the client, so the 
institution opted to implement enhanced ongoing monitoring of the client 
company. Two years later, the enhanced monitoring uncovered further adverse 
media, which identified that the client had been charged with corruption and 
money laundering, with one article noting an Interpol alert.  

 

Scenario 3 

A PEP’s lawyer contacted an IOM law firm stating that their client was looking for 
assistance in relation to a previously struck off IOM company. The instructions 
were likely to involve steps to restore the company and deal with its outstanding 
obligations. The UBO of the company had extensive negative press coverage, with 
numerous allegations of corruption. The preliminary due diligence on PEP status, 
connections, high risk jurisdictions and adverse media raised suspicion. 

 

Scenario 4 

A client held a policy with an Isle of Man based investment institution where 
premiums had been paid for 13 years. The policy had been dormant for 7 years 
before a request was received to fully surrender the policy, with the proceeds to be 
split 50/50 between two accounts held by the client. The client’s financial adviser 
asked the institution to waive the standard procedural requirement of a verification 
call with the client, as they were imprisoned. The client originally did not want to 
disclose the nature of his offences, however after further enquiries, documentation 
received indicated a 16 year prison sentence for corruption, which included a 
seizure of assets. 
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Scenario 5 

A trust company had been providing services to a client since 2005. In 2007, 
source of wealth and funds were discussed with the client following a purchase of 
a multi-million pound property. Following a leak of documents which subsequently 
appeared on the International Consortium of Investigative Journalists website, the 
institution initiated a review of the client’s activities and circumstances and became 
suspicious that the source of funds for the property transaction may have been 
corruption offences. 
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IOM Threats and Vulnerabilities Identified 

As identified in the scenarios, a significant threat to the IOM, and in particular the 
regulated sector on the Island, is receiving and holding the proceeds of crime, 
mostly from international offences. 

Corrupt individuals may seek to use Isle of Man financial institutions to hide the 
proceeds of a bribery or corruption in policies, investments, or through purchasing 
assets. 

As seen in Scenario 1, the IOM FIU occasionally receives disclosures in relation to 
declined business when a potential new client approaches a financial institution but 
is discovered to be the subject of adverse media. 

As seen across all scenarios, it is often not until adverse media is identified that the 
institution forms a suspicion that funds involved (or intended to be involved) in a 
transaction may have derived from the proceeds of bribery and/or corruption. 

 

Assessment of IOM Risks based on the Threats and 
Vulnerabilities 

The Isle of Man, as a responsible international finance centre must be guarded 
against vulnerability to abuse by those seeking to launder the proceeds of bribery 
and corruption. The Isle of Man has featured in adverse media reports, such as 
those relating to the Panama, Paradise and Pandora Papers, with references to 
provision of shell companies, which although legal, are increasingly considered 
open to abuse for unethical purposes. 

Some such reports refer to Isle of Man registered companies being used to 
purchase high value UK properties. A report published by Transparency 
International in 2015, stated that Isle of Man companies owned 8.5% of London’s 
property titles, and that Isle of Man incorporated companies were 
disproportionately represented in criminal cases of grand corruption in the UK 
(Transparency International - Corruption on your doorstep). The report asserted 
that this was due to the Isle of Man’s Register of Beneficial Ownership not being 
accessible to the public.  

There is increasing international recognition of the need for accessible information 
on beneficial ownership, particularly in international finance centres. The Isle of 
Man has responded accordingly, and made a public commitment to deliver a public 
register of beneficial ownership of companies by 2023.  

Another vulnerability that has been identified from disclosures is financial 
institutions potentially assisting in concealment or layering of funds. 

This has been identified in the scenarios in a number of different ways. Financial 
institutions can mitigate this by ensuring that during on-boarding of clients, 
reviews, and receiving funds, that all relevant Customer Due Diligence (CDD) or 
Enhanced Due Diligence (EDD) is received and analysed, in particular with regard 
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to source of wealth and funds. This will allow institutions to identify whether a 
client is high or low risk, which will enable them to allocate the appropriate type 
and frequency of CDD reviews. 

Some financial institutions achieve greater security by using a screening system 
that runs daily searches for matches of adverse media against their clients. 

 

FIU Statistics 

During 2020, the FIU received 2369 disclosures from the regulated sector, of 
which, 50 (2.1%) were submitted under the suspicion of bribery and corruption 
combined; bribery accounted for 16 disclosures and corruption for 34. This is 
categorised further by sector below: 

 

 

The above table shows that a number of sectors are able to identify bribery and 
corruption risks in the Isle of Man. It is, however, encouraging that there are 
systems in place within the regulated sector to identify and report suspicious 
activity, including that related to bribery and corruption. Most disclosures (58%) 
recorded internet / media research as the main grounds for suspicion, which is in 
line with general reporting to the FIU. 

In 2020, 107 intelligence reports were generated as a result of 32 (64%) of the 50 
disclosures relating to bribery and corruption. Three of the disclosures generated 
multiple intelligence reports. Isle of Man agencies received 32 (30%) of the 
intelligence reports, and the remaining 75 (70%) were disseminated 
internationally.  

Sector Bribery Corruption Total 

Bank/Building Society 8 10 18 

Life Assurance/Insurance 4 12 16 

TCSP's 2 9 11 

Lawyer 0 2 2 

Tax Advisor 0 1 1 

Investment/Fund Manager 1 0 1 

Online/eGaming 1 0 1 

Grand Total 16 34 50 
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Points of Interest 

The sector submitting the most disclosures in relation to bribery and corruption is 
banks and building societies.  The country which is the subject of the largest 
number of these disclosures is Brazil. This is probably due to the number of reports 
associated with the widely reported Petrobas money laundering and corruption 
investigation (also known as the “Car Wash” investigation). 

As seen in Scenario 1, disclosures can be made to the FIU where business has 
been declined due to adverse media identified at the on boarding stage however in 
many of the disclosures received, institutions have had a relationship with the 
client for a significant period before adverse media gives rise to suspicion. 

 

Summary 

Due to the nature of bribery and corruption, whereby criminals have often 
committed the offence years before adverse media is released, it is important for 
institutions to have the correct CDD processes which include identification of 
source of funds. This will help the institution to identify whether the customer is 
high or low risk and whether annual monitoring and enhanced due diligence is 
required. 

Ongoing monitoring is a key tool in identifying corruption and bribery in institutions 
because relevant clients are often very wealthy individuals, and it is not uncommon 
for them to invest large sums of money. Ongoing CDD monitoring will aid the 
institution in identifying allegations of bribery and corruption, even where the 
client’s activities do not appear to have changed. 

 

Further Reading 

 https://www.transparency.org/en/what-is-corruption 

 https://transparency.org.au/wp-content/uploads/2020/09/Report_A-Typology-
of-Bribery.pdf 

 https://cilexregulation.org.uk/wp-content/uploads/2018/12/AML-Red-Flag-
Indicators.pdf 

 https://guide.iacrc.org/red-flags-of-bribes-and-kickbacks/ 

 After seven years, Brazil shuts down Car Wash anti-corruption squad | Reuters 
- https://www.reuters.com/article/us-brazil-corruption-idUSKBN2A4068  
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