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RESPONSE PAPER: CONSULTATION ON THE ROLE OF
THE MONEY LAUNDERING COMPLIANCE OFFICER

A key element of the Government of Jersey’s (Government) Financial Services Competitiveness
Programme, Workstream 2 focused on delivering practical, high-impact improvements to Jersey’s
regulatory and business environment.

Following extensive engagement with the financial and related professional services sector (FRPS),
the role of the Money Laundering Compliance Officer (MLCO) was identified as a priority area for
review.

In November and December 2025, Government and the Jersey Financial Services Commission
(JFSC) engaged with the FRPS, particularly compliance professionals, through workshops.
Feedback from these sessions informed the policy proposals set out in the consultation.

The Consultation Paper (Consultation) was published on 30 January and closed on 13 March
2026. The consultation’s purpose was to gather views on the potential adoption of a MLCO
framework which was less prescriptive and more Financial Action Task Force (FATF) compliant. It
set out four proposed policy amendments to the Money Laundering (Jersey) Order 2008 (the MLO):

e clarifying the requirement for MLCO appointment at management level
e decoupling MLCO responsibility from operational function

¢ introducing a risk-based approach to MLCO appointment

e permitting the appointment of a corporate MLCO

Amendments to the MLO would be supported by updates to the Handbook for the Prevention and
Detection of Money Laundering, the Countering of Terrorist Financing and the Countering of
Proliferation Financing (the Handbook).

Responses were carefully considered, alongside Ministerial engagement with key trade
associations, during the development of Government’s final position, and we sincerely thank
everyone who participated in the Consultation, attended our workshops, or otherwise engaged with
this initiative.

Due to the limited time between the end of the Consultation and the start of the election period,
priority was given to drafting the MLO amendments (approved on 17 April 2026), followed by
preparation of this Response Paper.

Approved amendments

Three of the four proposed amendments were adopted, and the changes will come into force on 30
June 2026. They are:

» Amendment 1: Appointment at Management Level

¢ Requiring the appointment of a MLCO to be at senior management level (instead of at an
appropriate level of seniority). This seeks to better reflect FATF explicit requirements and
is not anticipated to have any significant impact for industry.


https://www.gov.je/Industry/Finance/pages/financialservicescompetitivenessprogramme.aspx
https://www.gov.je/Industry/Finance/pages/financialservicescompetitivenessprogramme.aspx
https://www.gov.je/Government/Consultations/Pages/MoneyLaunderingComplianceOfficerAmendments.aspx
https://www.jerseylaw.je/laws/current/ro_20_2008

» Amendment 2: Decoupling Responsibility and Function

e Removing references to the “function” and instead adding references to the
“responsibility” of the MLCO. This emphasises that the MLCO is not required to get
involved in the day-to-day compliance activities.

o Clarifying that a MLCO may be assisted by other persons (person in this context
meaning either a natural or a legal person, based in Jersey or abroad, employed or
otherwise) in fulfilling their responsibilities. Whilst this already happens in practice, it
makes it clear that, when appropriate, the appointment of a MLCO at board-level is an
option available. This however will not be mandated or expected.

» Amendment 3: A Risk-Based Approach

e Enabling the JFSC to establish in the Handbook a set of scenarios (based on risk
considerations) where the appointment of a MLCO is not mandatory. We recognise this
would require operational work, including from a regulatory, systems and organisational
perspective.

Not adopted
» Amendment 4: Corporate MLCO was not adopted.

e This proposal has been abandoned having considered the Consultation feedback.
Indeed, there does not seem to be sufficient industry appetite (or expected benefits) that
may justify, on a cost/benefit analysis, Government committing to implementing it.

o Not only is it the hardest option to implement, with high operational complexity, but there

remain important considerations to resolve around liability, accountability, and
compatibility with FATF standards.

Details of the next steps are set out on page 10 of this paper.



OVERVIEW OF CONSULTATION RESPONSES

A total of 22 respondents participated in the Consultation. All four proposals received majority
support, but the number of concerns increased progressively from Amendment 1 through to
Amendment 4.

This reflects the increasing complexity and ambition of the proposals, ranging from Amendment 1
(technical clarification for FATF alignment) to Amendment 4 (corporate MLCO), which raised
operational and regulatory considerations.

Amendment 1: Appointment at Management Level

o 15 supported (with comments)

e 2 neutral
o 2 expressed significant concerns
e 3 opposed

Key observation: Need for clarity in defining “management level” including whether appointment at
board level would be mandatory.

Amendment 2: Decoupling Responsibility and Function

e 16 supported (with comments)
o 3 expressed significant concerns
e 3 opposed

Key observation: Many respondents noted the “decoupling” already takes place in practice.
Amendment 3: A Risk-Based Approach

e 12 supported (with comments)

e 2 neutral
o 5 expressed significant concerns
e 3 opposed

Key observation: Uncertainty regarding how eligibility would be defined (some preferred a wider
scope, some narrower) and applied in practice.

Amendment 4: Corporate MLCO

e 11 supported (with comments)

e 2 neutral
e 3 expressed significant concerns
e 6 opposed

Key observation: Concerns regarding operational feasibility, accountability, quality of service, and
compatibility with FATF standards.



QUESTIONS AND RESPONSES

Amendment 1: Appointment at Management Level

Respondents broadly supported more explicitly aligning the MLO with FATF Recommendation 18
(Rec.18), noting that replacing “adequate level of seniority” with “management level” would reduce
ambiguity and improve consistency with other jurisdictions.

However, respondents emphasised the need for guidance in the Handbook i.e. clearly defining
‘management level”, which is the term used by FATF in Rec. 18’s Interpretative Notes. This will
ensure consistent interpretation and avoid unintended consequences.

Some respondents expressed concern that if, the appointment were to be mandated at board level,
it would potentially require changes within the management structure and have an impact on
MLCOs not already operating at board level, generating recruitment challenges.

N.B. - The Amendment Order adopts the term “senior management level” which is already used
both in the MLO and the Handbook. This term, more familiar to the FRPS, should evidence there is
no requirement (or expectation) that MLCOs be appointed at board level.

One respondent also indicated that, whilst “management level” is accepted, it is also important to
permit an experienced staff member (i.e. below management level) to provide the function/
operational work, so long as the senior manager/board member takes full responsibility for the work
undertaken as MLCO.

Amendment 2: Decoupling Responsibility and Function

This proposal received strong support, with respondents noting that it reflected existing industry
practice of operational compliance work being undertaken by compliance teams while accountability
rested with a designated individual.

One respondent, for example, stated that many supervised persons already appointed a senior
employee as MLCO and Compliance Officer and that, although the operational activity of
compliance monitoring was carried out by more junior members of the compliance function, (e.g.
developing policies and procedures, and assisting the supervised person with compliance
arrangements), they were overseen by the appointed key person.

In large organisations, the MLCO often retains oversight, accountability and final approval, while
day-to-day monitoring is undertaken by appropriately skilled teams, with outcomes reported to the
board.

Respondents highlighted several benefits:

e It would more accurately reflect how Anti Money Laundering (AML), the Countering of
Terrorist Financing (CTF) and the Countering of Proliferation Financing (CPF)
compliance operates in practice, improving the overall perception of the regime;

e Greater flexibility in structuring compliance teams;

e Potential to attract more senior or experienced candidates with the possibility of a key
person acting also as a principal person (with conflicts and responsibilities duly managed
and noted); and

e Having a more senior person holding the role could bring the risk and reward into greater
alignment which may make the roles more attractive and potentially easier to fulfil.



At the same time, respondents noted that:

o The board must retain overall responsibility for AML/CTF/CPF compliance;

e Larger businesses have dedicated MLCOs or key persons who are specialised
compliance professionals not necessarily appointed at executive level;

¢ In some businesses, an executive director may not have the appropriate skills or
knowledge to take on such roles;

e The “decoupling” already exists in practice on the basis that Section 2.6 of the Handbook
already provides the possibility for a MLCO to have a deputy and compliance support
staff

e |t's important to have further clarity (i.e. definitions) of “responsibility” and “function”,
accountability for delivery and how liability/supervision would operate where functions
are outsourced;

e The MLCO needs to be accountable for the function too; and

e EXxcessive outsourcing, even to other group entities, could place Jersey at long term risk.

N.B. - The Amendment Order replaces “function” for “responsibility” to remove the implied
expectation that the MLCO be directly involved in the day-to-day operations. An additional
paragraph then clarifies that a MLCO may be assisted by other persons in fulfilling their
responsibilities. Whilst this change ensures board/executive level appointments are clearly
permitted, it should have no impact if a MLCO is already appointed below board-level or is currently
involved in the day-to-day operations.

Amendment 3: A Risk-Based Approach

Respondents generally supported the introduction of a risk-based approach, recognising it is
consistent with fundamental financial crime prevention principles.

One respondent supported the initiative noting that there must be a recognition of wider and longer-
term imperatives over the future of Jersey’s finance industry. In this regard, the proposed changes
seek to introduce flexibility into how and by whom the MLCO role is carried out rather than its
devaluation.

Key benefits identified include:

o Greater flexibility for lower-risk businesses;

e Improved proportionality;

o Alignment with international standards and proven UK practice; and

¢ A more sustainable compliance ecosystem in Jersey, indirectly reducing pressure on
MLCOs across the island, by ensuring that MLCO roles are held by individuals in
businesses where the role is needed.

However, respondents raised several important considerations:

o Defining eligibility criteria (e.g. firm size, business model, risk profile) — these included
considerations as to whether the scope should capture only Schedule 2 businesses or
whether it can be extended, in certain circumstances, to fully regulated business;

e Ensuring clarity through Handbook guidance, including as to where accountability
remains and whether the monitoring work still is required, if no MLCO is appointed; and

¢ Understanding the way in which a risk-based approach is going to be determined (i.e.
National Risk Assessment or the firm’s own Business Risk Assessment).



There was also a broad agreement that:

e The Business Risk Assessment should inform decisions.
e The board should remain accountable in the absence of an MLCO.

One respondent, who opposed the initiative, indicated that the role of the MLCO helps to focus a
board’s mind on the need to have appropriate systems and controls in place, with expertise that
require regulatory no objection, and that removing this could potentially bring greater risk to Jersey’s
finance industry.

Eligibility criteria

Questions regarding eligibility criteria (as above) attracted responses in which a broad set of views
were expressed, which are worth reflecting on in more detail.

One respondent considered the initiative beneficial to reducing duplication in cases where the Head
Office was in a different jurisdiction, and Jersey was purely a branch. In these cases, the
respondent argued, multiple MLCOs needed to be appointed to discharge the same roles and
duties under different regimes. Another respondent noted that this initiative would be useful for firms
undergoing wind-down procedures with a limited and passive client base.

In contrast, other respondents pointed out that, whilst they were supportive of the initiative, this
should not be available to fully regulated business or to Designated Non-Financial Business and
Professions (DNFBP) that had complex/high risk AML matters. Some noted that Trust Company
Businesses (TCB) are classed as DNFBP under the Proceeds of Crime Law but do not believe they
should be eligible to benefit from this approach, except for individuals conducting a single class of
TCB. One respondent noted that there may be small FTE businesses in Jersey that are higher risk
(by reference to activity or client base).

In relation to Schedule 2s, one respondent noted that businesses conducting the following activities
should be eligible to benefit from this approach in specific and lower-risk situations: lending;
financial leasing; financial guarantees and commitments; advice on capital structure, industrial
strategy etc; safe-keeping and administration; and safe custody. Others noted that Schedule 2
entities serviced by a regulated TCB of Fund Services Business could dispense with the MLCO role
provided that it was fulfilled by the AML Service Provider (AMLSP). One respondent also
considered that entities undertaking Schedule 2 activity, including legacy private funds, certain
lower-risk Jersey Private Funds, and entities caught by lending activities where lending occurs
within a group structure or between employees within a fund structure, should also benefit from the
exemption.

Respondents also had different views on who exactly should decide on the circumstances when
one can benefit. Some stated that the Handbook should specifically define the categories based on
risk, size, client complexity etc. Others indicated that the Handbook should provide guidance but
that the firms themselves would have to reach their decision as to whether to appoint a MLCO. This
would form part of the decisions over the supervised person’s broader AML compliance
management arrangements, and such decisions should be comprehensively documented.



Amendment 4: Corporate MLCO

While still supported by a majority of respondents, this proposal attracted the most concern with a
clear imbalance between legal, operational feasibility and achievable policy benefits.

Perceived benefits included:

Benefit to the wider industry by addressing ongoing MLCO recruitment and retention
challenges;

Supporting smaller firms by enabling outsourcing to specialised providers;

Providing greater flexibility to registered persons already being serviced by an AMLSP;
and

Supporting the consultancy market to grow (noting that it is currently shrinking post-
MONEYVAL) and provide another training ground for future MLCO.

However, significant concerns were raised:

Potential incompatibility with FATF expectations (suggesting FATF requires a natural
person);

Lack of precedent in comparable jurisdictions permitting the role to be fulfilled by a legal
person (i.e. without a named individual behind);

Reduced accountability and oversight when a MLCO sits outside the supervised person;
Risk of lower service quality as, in other jurisdictions, service levels and delivery have
proven to cause rather more work, at premium cost, with the roll out of generic
processes;

Commercial considerations (fees) could be detrimental to quality and risk management;
Existence of potential new market entrants without the right qualifications or without even
holding Schedule 2 licence;

A lack of required knowledge of the business would increase risk;

Apportionment of liability (when no individual behind the corporate is appointed) and
wider legal uncertainties, some of which may require legislative change (i.e. Civil
Financial Penalties regime); and

Operational complexity from a JFSC regulatory perspective.

Respondents also questioned:

Whether the initiative is needed, considering the additional flexibility offered by others,
perhaps unless the corporate MLCO is provided by a group entity;

The extent to which addressing only the MLCO role may be sufficiently appealing given
that experienced and effective compliance personnel come at a cost which can be
prohibitive;

The extent to which a complex or lengthy regulatory approval processes is required (i.e.
notification of appointment in advance, or provision of no objections based on fit and
proper test);

Whether this would be formally part of an outsourcing arrangement;

Interaction with existing AML Service Provider (AMLSP) roles — how would they work
together? and

Client confidentiality and conflict risks in outsourced models where corporate MLCO
needs access to all records of the client firm’s client.



General comments
Respondents re-stated key points made before, highlighting the importance of:

o Clear and practical Handbook guidance, which should complement the proposed
changes to the MLO;

o Appropriate transitional arrangements, where applicable; and

e Maintaining a balance between flexibility and accountability, ensuring effective
implementation is assessed against demonstrable monitoring/testing and governance
outcomes.

Several respondents welcomed the additional flexibility offered but emphasised the need for
balance, to preserve Jersey’s reputation for strong regulatory standards and FATF compliance.

One respondent reflected as to the reasons, in its view, for the current lack of qualified persons
willing to take on and stay in regulated key person roles which includes the introduction of personal
liability and fines against natural persons when these professionals are already naturally risk
averse. Other factors in the view of this respondent include cost pressures, increased demands on
the role and the increased number of entities that require key persons.

CONCLUSION

This Consultation has provided a substantial number of responses from Jersey’s FRPS. Regardless
of whether the preferences expressed were more measured or ambitious, the responses provided in
this Consultation and wider engagement confirm that there is a wide diversity of business needs
and views.

This Consultation has demonstrated the need for the introduction of greater flexibility within the
MLCO framework, whilst maintaining the right balance between a flexible but clear, commercial but
responsible approach.

This feedback has been instrumental in developing Government’s final policy position and to
approaching of the next steps, including amendments to the Handbook.

Having considered all the feedback, three of the four proposals have been adopted through the
Money Laundering (Jersey) Amendment Order 2026:



NEXT STEPS

The Amendment Order, in respect of the changes made to the MLCO regime, will come into force
on 30 June 2026.

Amendments 1 and 2

The JFSC will make amendments needed to align the Handbook (particularly Section 2.6) with the
Order, to meet the entry into force date of the Amendment Order. Any further enhancements (such
as additional guidance) will be considered as part of the next scheduled update to the Handbook,
currently planned for 31 October 2026.

Amendments 3

The JFSC will require detailed operational work and further industry consultation to develop a
practical scheme to support this change to the MLO within the Handbook. As a result, Handbook
changes will not be implemented before 31 October 2026.

However, we do not anticipate a practical misalignment between the Order and the Handbook
during the interim period. This is because Article 7(1B) requires firms to determine what is
appropriate “with reference to a relevant Code of Practice”, meaning firms will not be able to rely on
the flexibility regarding appointment of an MLCO introduced by this amendment to the MLO until the
new “relevant Code of Practice” is in place.

We recognise a key pre-condition for a successful policy initiative is the FRPS support and
involvement. We will therefore continue to engage and work with the FRPS to continue improving
Jersey’s regulatory and business environment.
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