Government of the United States Virgin Islands
Office of the Lieutenant Governor
Division of Banking, Insurance and Financial Regulation

RENEWAL APPLICATION FOR LICENSURE OF
INTERNATIONAL FINANCIAL SERVICES ENTITY

Name of International Financial Services Entity:

Southern Country International, Ltd. (“SCI")

LN [N

Parent or Affiliate:

MNone.

Location (street and city/town):

6100 Red Hook Quarter, Suite B3, St. Thomas V.I. 00802

Principal Business Address:

a) PHYSICAL: 6100 Red Hook Quarter, Suite B3, St. Thomas V.I. 00802

Telephone Number: _

Fax number:

b) MAILING: 6100 Red Hook Quarter, Suite B3, St. Thomas V.I. 00802

Is the organization using a fictitious (DBA) name to transact business? OJYes X No

If yes, please indicate such name:

Activities engaged in by the proposed International Financial Services Entity:

X Transaction-related funds Odemand deposits OFixed Term and Interbank Deposit of Funds

X Commercial Lending 0O Financial Leasing
X Money Services Activities

X Brokerage Management Services

X Insurance Brokerage

X Trade Financing
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RENEWAL APPLICATION FOR LICENSURE OF
INTERNATIONAL FINANCIAL SERVICES ENTITY
SOUTHERN COUNTRY INTERNATIONAL, LTD.

X Financial Services

X Securities and Investment Advice

O Clearinghouse

Provide a brief description of these activities:

See attached Appendix 1.

8. Authorized representative designated by the applicant to act as its authorized agent for service of
process in the Virgin Islands and/or to obtain information regarding the management of the
Company.

Name: Erika Kellerhals

Address: Royal Palms Professional Building, 9053 Estate Thomas, Suite 101, St. Thomas. V.1. 00802

Telephone: [ N N

9. Explain the organizational structure of the International Financial Services Entity, including the
number and title of the employees who are employed. Please include residency of employees.

SCI has not yet hired any employees but intends to do so in 2018.

(If additional space is needed you may provide additional page)

10.  The following documents and information must be provided as part of the application renewal
process and properly certified by the Applicant:

a) A management organization chart for the Company clearly indicating any divisional or business

unit structure, and (to the extent not provided elsewhere) clearly delineating the exercise of
control and mechanisms for change in control;

See attached Appendix 2.

b) A categorized list of states and jurisdictions in which the Applicant has offices, holds property
or conducts business;

It is anticipated that SCI will only have an office in the USVI.

11.  List the name(s), occupation, address(es), telephone number(s) and facsimile number(s) of each
officer and director of the International Financial Services Entity: (Attach additional pages if
necessary)

5049 Kongens Gade, 5t. Thomas, V1 00802-6487 e Tel: sFax:
1131 King Street, Suite 101, Christiansted, V1 00820 » Tel: & Fax:

Pape 2 of 9
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RENEWAL APPLICATION FOR LICENSURE OF
INTERNATIONAL FINANCIAL SERVICES ENTITY
SOUTHERN COUNTRY INTERNATIONAL, LTD.

TELEPHONE &
NAME OCCUPATION ADDRESS FACSIMILE
Jeffrey Epstein Self-employed 6100 Red Hook | Telephone:

Quarter, Suite B3,
St. Thomas V.I
00802

Darren K. Indyke Attorney 575 Lexington Telcphone:-
Avenue, 4th Floor | Telecopier:

New York, New

York 10022

Richard Kahn CPA 575 Lexington Tele;:-hune:-
Avenue, 4th Floor | Telecopier:

New York, New

York 10022

12.  The name, address, telephone number of any person who, directly or indirectly, possesses or
controls or intends to possess or control 5 percent or more in the capital of the proposed
international financial services entity. (Biographical affidavit required for persons meeting this
criterion that has not previously submitted affidavit)

NAME OCCUPATION | ADDRESS ;ﬁ’; & FAX| % OF CAPITAL
6100 Red Hook | Telephone: 100%

Jeffrey Epstein Self-employed Quarter, Suite B3, h
St. Thomas V.I.
00802

13.  (a) Capital and Surplus:

O (a) Stock Company

(1) Capital $ 500,000.00
(2) Surplus $

0 (b) Mutual

(1) Capital
(2) Surplus

5049 Kongens Gade, St. Thomas, V1 00802-6487 »Tel: sFax:
1131 King Street, Suite 101, Christiansted, V1 00820 » Tel: e Fax:

Page 3 of 9
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RENEWAL APPLICATION FOR LICENSURE OF
INTERNATIONAL FINANCIAL SERVICES ENTITY
SOUTHERN COUNTRY INTERNATIONAL, LTD.

(e) Type of Stock(s) to be Authorized

(1) Common
(2) Preferred

(d) Par Value of Each Share by Type

(1) Common
(2) Preferred

(e) Location of Shares of Stock

Number of Shares

100,000
100,000

Selling Price

$5.00
$1.00

(1) 6100 Red Hook Quarter, Suite B3, 5t. Thomas V.I. 00802
(2) 6100 Red Hook Quarter, Suite B3, St. Thomas V.1. 00802

(b) If other than a corporation, describe capital structure:

N/A

(If additional space is needed you may provide additional page)

14. Briefly describe the nature of the applicant’s business activities.

See Appendix 1.

15.  State the name of the entity, location and name of directors and main executive officers of any
other applicant’s affiliates engaged in offshore international financial business.

&ame of ILocatiun

ntity

Directors/ C.E.O.

Mone.

16.  Has there been any changes in the ownership of the IFSE by those holding shares in excess of 5%7?

OYes X No

5049 Kongens Gade, St. Thomas, V1 00802-6487 #Tel:
1131 King Street, Suite 101, Christiansted, V1 00820 » Tel:
Page 4 of 9

sFax:
e Fax:
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RENEWAL APPLICATION FOR LICENSURE OF
INTERNATIONAL FINANCIAL SERVICES ENTITY
SOUTHERN COUNTRY INTERNATIONAL, LTD.

17.

18.

19

20.

21.

22,

If yes, please provide names of new shareholders and biographical affidavit.

Have you or any of your businesses ever been fined for infractions? OYes X No

If yes: date of fine

amount of the fine

country or state which levied the fine ()

Reason (s) for the fine(s)

Have there been any regulatory actions taken against any companies that you own or owned
shares/stocks or you have a five percent interest in? OYes X No

If yes, state regulatory action taken, the date and country or state that issued regulatory action.

Do members of your family own any shares of stock in the company? OYes X No
If yes, list persons.

What type of businesses are using your services?

It is anticipated that SCI will service high net worth individuals.

How do you screen your clients to ensure that the source of funds is coming from legitimate
sources?

SCI will use utilize standard KYC and AML practices to ensure that funds are coming from legitimate

SOUrCES,

What Anti-Money laundering controls does your business have in place to screen potential clients
and are your employees knowledgeable of those controls?

5049 Kongens Gade, St. Thomas, VI 00802-6487 e Tel: s Fax:
1131 King Street, Suite 101, Christiansted, V1 00820 « Tel: s Fan:

Page 5 of 9
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RENEWAL APPLICATION FOR LICENSURE OF
INTERNATIONAL FINANCIAL SERVICES ENTITY
SOUTHERN COUNTRY INTERNATIONAL, LTD.

See Appendix 3.

23.  What type of documents do you require from prospective clients when they are opening an account
at your company?

See Appendix 3.

24. If conducting money services business, in what jurisdictions have you previously operated a money
transmitter service?

N/A

25.  Please provide the reasons for leaving the previous jurisdiction(s)?

N/A

26.  Were there any examinations conducted by any regulatory agency of your previous business? If so,
what were the overall results of these examinations?

N/A

27. 'What challenges did you encounter in these previous location(s)?

N/A

28. Have you encountered similar challenges in the Virgin Islands? Why or why not?

N/A

29. 'What are the sources of revenue for operating your company and/or making loans?

None to date.

30.  Are there any plans to expand the services offered to current and prospective clients? If so, please
explain the future expansion of your services.

Mot at this time,

31.  What other business operations are you involved with as an owner and/or shareholder? Explain the
nature of your involvement.

5049 Kongens Gade, 5t. Thomas, V1 00802-6487 e Tel: eFax:
1131 King Street, Suite 101, Christiansted, V1 00820 » Tel: # Fax:

Page 6 of 9
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RENEWAL APPLICATION FOR LICENSURE OF
INTERNATIONAL FINANCIAL SERVICES ENTITY
SOUTHERN COUNTRY INTERNATIONAL, LTD.

SCI does not own and is not a shareholder in any other business operations, [however Mr. Epstein, the

sole shareholder of SCI, is the owner of Southern Trust Company. Inc. and is an investor in American

Yacht Harbor.]

32.  List the five largest loans that your company have made to clients? When are these loans made?
What entity are guaranteeing these transactions?

N/A.

33. Please describe the type of disclosures that are being provided to your clients about your services
(for example interest rates etc.).

N/A

4. If you are conducting lending activities, please provide the type of businesses you are lending to?

N/A

35. How do you market your products?

All clients will be referral based only and SCI will not market to the public.

ADDITIONAL INFORMATION:

Submit herewith as part of this renewal application the following documents:

A. Annual fee of $75,000 made payable to the Government of the Virgin Islands, and an additional
annual fee of $10,000 shall be paid by the IFSE once the IFSE has exceeded $1,000,000 in annual
net income.

B. Certificate of Good Standing from the Division of Corporations and Trademarks.

C. Tax Clearance Letter.

D. A copy of the report of its condition and results of operations executed by its chief financial
officer as of the last day of each quarter of the year, in the form prescribed by the Banking
Board, within thirty (30) days after the close of each quarter. See IFSE Regulation Section 729-
1 for further information.

E. Copy of the Company’s audited financial statement prepared by a certified public accountant,
licensed to practice in the Virgin Islands pursuant to Section 729.

5049 Kongens Gade, St. Thomas, V1 00802-6487 #Tel: aFax;
1131 King Street, Suite 101, Christiansted, VI 00820 » Tel: » Fax:

Page 7 of 9
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RENEWAL APPLICATION FOR LICENSURE OF
INTERNATIONAL FINANCIAL SERVICES ENTITY
SOUTHERN COUNTRY INTERNATIONAL, LTD.

F. Evidence that the capital of the International Financial Services Entity has been subscribed to,
issued and paid-in in the amount of $500,000, to the extent and under such condition as the
Banking Board may establish at the Board's sole discretion.

G. Evidence that the Company has unencumbered assets of § 300,000.

5049 Kongens Gade, St. Thomas, V1 00802-6487 e Tel: s Fax:
1131 King Street, Suite 101, Christiansted, V1 00820 » Tel: » Fax:

Page 8 of 9
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RENEWAL APPLICATION FOR LICENSURE OF
INTERNATIONAL FINANCIAL SERVICES ENTITY
SOUTHERN COUNTRY INTERNATIONAL, LTD.

This renewal application is an official document and any misrepresentation or failure to reveal
information requested by the Chairman of the Banking Board may be deemed to be sufficient cause

for the denial or revoeation of a license.

I Je®rey Eostesrn  THE UNDERSIGNED, BEING DULY SWORN ACCORDING TO LAW
AND UNDER THE PENALTIES OF PERJURY, STATE THAT THE INFORMATION GIVEN IN THIS
APPLICATION IS TRUE AND CORRECT AND THAT ALL ESTIMATES GIVEN TRUE ESTIMATES
BASED UPON FACTS WHICH HAVE BEEN CAREFULLY CONSIDERED AND ASSESSED.

Name

Signature

Subscribed and sworn to before me this Hi\—‘ﬁh day of PP e0(20 71 .

CUahiba (o
, ~ Notary Public
State of: NP '\]:'W E

Commission expires on: O l i
I

HABIBE AVDIY
NOTARY PUBLIC-STATE OF MEW YORK
MNo. 01AVE313114
aualified In Richmond Counly
My Commission Explras Octeber 14, 2018

5049 Kongens Gade, St. Thomas, V1 00802-6487 e Tel: Fax:
1131 King Street, Suite 101, Christiansted, VI 00820 » Tel: ® Fax:

Page 9 of 9
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Southern Country International, Ltd.
(formerly Financial Strategy Group, Ltd.)
Balance Sheets
As of December 31, 2017 and 2016

2017 2018
T ——
ASSETS
Current Assels
CheckingiSavings
First Bank account 418,880 467544
Total Checking/Savings 438,880 457,544
Tatal Current Assets 438 880 467,544
Proparty and Equipmant
Capitalized fees 14,000 14,000
Legal and startup costs 20,651 20,651
Agcumulated amortization 8,663 6,353
Taotal Intangible Assets 25,088 28,288
Total Property and Equipment 25,988 28,288
TOTAL ASSETS 464,868 ﬁlﬂ
LIABILITIES & EQUITY
Equity
Commen Stock, 100,000 shares, $5 par value, authorized, lssued and outstanding 500,000 500,000
Additional paid in capital 34,662 34008
Retained Earnings -38.820 -25.836
Mot Loss =30.874 -12.584
Total Equity 454, 868 495,842
TOTAL LIABILITIES & EQUITY 464,868 455,842

I, leffrey Epstein, President of Southern Country International, Ltd., do affirm that,
to the best of my knowledge, the information provided above is true and correct, and that
fie requirements of the Act and
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Southern Country International, Ltd.

(formerly Financial Strategy Group, Ltd.)

Profit And Loss
For the Years Ended December 31, 2017 and 2016

Income
Expense
Amortization expense
B.0. E Territorial Scholarship
Franchise tax
Lagal and professional
Fees
Office expanse
Total Expense

Mat Income(loss)

Jan - Dec 17
P AL Pl e et

Jan - Dec 16
e — T

0 0

2,310 230
20,000 a
750 750
2814 4,530
5.000 5,000

0 394
30,974 12.984
-30,974 12,984

EFTA00809070



Southern Country International, Ltd.
(formerly Financial Strategy Group, Ltd.)

Balance Sheets
As of the Quarter Ended
wr 1, 1T <um a0, 17 Sep 30, 17 Dwe 31,17
T ———
ABSETS
Current Assols
CheckingiSavings
First Bank account 455,512 454,272 453,800 438,880
Tetal ChacklngSavings 488 8192 452712 453,880 438,880
Total Current Asseis 455,522 454277 453,880 418,880
Propenty and Equipment
Capitalized feon 14,000 14.C00 14,000 14,000
Legal and slafup costs 20851 J0ES1 30,651 20,551
Arcumulrted amarlizalion 48,353 5351 +5,353 -8,883
Total Inangible Assea 73,208 8788 28,268 25,888
Touwl Prepary and Equipment 18,298 8,788 28,798 25,988
TOTAL ASSETS 433,810 482,570 ll?iﬂ'l -IME
LIABILITIES & EQUITY
Equlty
Comman Stock, 100,000 shares, $5 paf value, aulhorioed, iisued #nd oubstanding 520,5822 500,000 500,000 00,000
Addilonal paid in eapital MH.552 34,682 MBS 34,882
Falained Eamings -J8.E2D -38.820 -18.830 -38,820
Mol Less 12052 =13,273 =13 EE4 -30.974
Taotal Equiry A0 463,570 482,178 454,868
TOTAL LIABILITIES & EQUITY 483,819 482,570 482178 464 BER
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APPENDIX 1
BUSINESS PLAN

Southern Country International, Ltd. (“SCI”) is an International Financial Services Entity (“IFSE")
in the St. Thomas - St. John District, incorporated in the U.S. Virgin Islands and whelly-owned by
M. Jeffrey Epstein. SCI's sole office and headquarters are located at American Yacht Harbor, 6100
Red Hook Quarter, Suite 3B, St. Thomas, U.S. Virgin Islands. SCI will provide the following lines of
business and services while ensuring that, except as specifically indicated below, none of the financial
undertakings are granted to domestic persons (1.e., residents of the U.S. Virgin Islands):

l. SCI may make, arrange, guarantee, secure, bond, or service loans, or other financial
undertakings.

2. SCI may engage in financial and business management services;

3. SCI may make commercial loans in excess of One Million Dollars ($1,000,000.00) to U.S.
Virgin Islands borrowers that (1) have been rejected, or not approved within thirty (30) days
from submission, by any U.S. Virgin Islands financial institution; or (i) bear interest at an
interest rate of not less than five percentage points above the Federal Home Loan Mortgage
Corporation's posted yield on the last business day of the month on a thirty (30) year standard
conventional fixed rate mortgage;

4. SCI may make capital contributions in excess of One Million Dollars ($1,000,000.00) to U.5.
Virgin Islands business entities in the U.S. Virgin Islands;

5. SCI may carry out banking transactions permitted by this chapter in the currency of any
country, or in gold or silver, and participate in foreign currency trade;

6. SCI may underwrite, issue, distribute, and otherwise deal in securities, notes, debt,
instruments, drafts, and bills of exchange, issued by SCI, or by a foreign person, for final
purchase by a person outside of the U.S. Virgin Islands;

7. SCI may buy and sell securities and non-life insurance annuities for clients outside the Us.
Virgin Islands, and provide investment advice in relation to such transactions or separate
therefrom, to such persons, and in addition offer these services and products to the
Government of the US. Virgin Islands and any of its instrumentalities, agencies, and
mmvestment vehicles; and

8. SCI may otganize, manage, and provide management services to international financial
entities, such as investment companies and mutual funds, on the condition that the stock or
participation in the capital of such companies is not distributed directly by the IBE to
domestic persons, and with prior authorization from the Director, provide to other [BEs or
to foreign persons or entities outside of the Virgin Islands, those services of financial nature,
as these are defined and generally accepted in the banking industry of the United States and
the U.S. VirginIslands.
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SCI may ininally focus on the following lines of business:

Insurance of non-Virgin Islands risk;

Financing of swap transactions and collateralized loan obligations;
Other derivative type transactions;

Venture capital;

Merchant banking; and

Wealth management.

O on o b B e
& & w = 4 o=

SCI's initial industry focus on venture capital and merchant banking facilities will target companies in
the health and sciences. SCI anticipates providing private equity for start-up and small business sector
clients. Private equity will be provided as capital in the form of debt financing, share ownership, and
long-term equity with [PO and M & A exit strategies. Private investment companies therefore play a
critical role in the global capital markets by providing sources of :apiml and liquidity to growing
business. But beyond capital, they provide operational support, stmtegic guidance, relationship and
networking capabﬂitms_ and governance support all aimed at maximizing their investment. They take a
long-term perspective on investing and understand that allocating capital requires a rigorous and
disciplined approach, and that true value creation comes from providing products or services that
possess a unique value proposition in the market. Investment in businesses provides new and better
jobs, improved products and services that drive more competition, which in turn improves quality and
reduces costs to the end consumer.
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APPENDIX 2
ORGANIZATIONAL STRUCTURE

ADMINISTRATIVE  §
ASSISTANT
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APPENDIX 3
ANTI-MONEY LAUNDERING POLICY & PROCEDURES

This policy has been adopted by SCI in recognition of 5CI's obligations under the USA PATRIOT
Act, the Bank Secrecy Act, other related money laundering regulations, and the requirements of the
United States Virgin Islands Division of Banking, Insurance and Financial Regulation.

SCI will appoint and maintain an anti-money laundering program administrator that is responsible for
coordinating and monitoring day-to-day compliance with the all the federal and state laws relating to
money laundering. [t is the responsibility of the program administrator to coordinate and monitor
day-to-day compliance with the detection and prevention of money laundering, including the training
of SCI's employees. The management and staff of SCI are committed to implementing policies and
procedures that assist us in detecting and preventing money laundering or other illegal activites
conducted through transactions with SCI.

THE MONEY LAUNDERING PROCESS

Money laundering is the criminal practice of filtering ill-gotten gains or “dirty” money through a maze
or series of transactions, so the funds are “cleaned” to look like proceeds from legal activities. Money
laundering does not have to involve cash at every stage of the laundering process. Any transaction
conducted with a bank might constitute money laundering. Although money laundering is a diverse
and often complex process, it involves three independent steps that can occur simultaneously:

| Placement: The process of placing, through deposits or other means, unlawful cash proceeds into
traditional financial institutions.

1 Layering: The process of separating the proceeds of criminal activity from their origin through the
use of layers of complex financial transactions, such as converting cash into traveler’s checks, money
orders, wire transfers, letters of credit, stocks, bonds, or purchasing valuable assets, such as art or

jewelry.
| Integration: The process of using an apparently legitimate transaction to disguise the illicit proceeds,

allowing the laundered funds to be disbursed back to the criminal Different types of financial
transactions, such as sham loans or false i.mpo:tfexpnrt invoices, can be used.

POTENTIAL INDICATORS OF MONEY LAUNDERING

A few of the identifiable areas of vulnerability that banks and other depository institutions should be
aware of include:

* Structured currency deposits to individual checking accounts, often well below the typical levels for
structuring, with multiple daily deposits to multiple accounts at different branches of the same bank
on the same day.

* Consumer chcckjng accounts that are used for a period of time and then become dormant. In some
cases, the accounts may have become overdrawn, perhaps as a further means of avoiding detection.

* Personal checking accounts opened by foreign nationals who come to the bank together.
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* Multiple accounts opened on the same day or held by the same foreign nationals at various banks.

* Increases in the frequency or amounts of currency deposits made by U.S. business accountholders
who export to Colombia.

* Suspicious transactions that might be linked to a common scheme. [t may also be helpful to develop
a dialogue with other financial institution representatives in your area to share ideas and exchange
information.

Crminals can also use loan applications for money laundering purposes. This is especially the case
when money launderers wish to invest proceeds of crime in real estate. Certain factors should attract
the attention of financial institutions, such as:

* A credit application followed by premature repayment of the money withdrawn;

* Repayment of a mortgage loan by means of transfers or deposits in cash disproportionate to
the official earnings of the parties involved is also suspicious; and

®* Transactions linked to tax havens, offshore centers, or non-cooperative countries and
territories.

ANTI-MONEY LAUNDERING DETECTION AND PREVENTION PROCEDURES
Enhanced Due Diligence Account Opening Procedures

Prudent banking practices require that financial institutions know the normal and routine activities of
their customers to better serve the customers’ banking needs. Additionally, in the U.S. banking
environment, the USA PATRIOT Act requires financial institutions to take reasonable steps to ensure
knowledge of bank customers’ normal and routine business activities. /At SCI, these facts present us
with many challenges, as many of our customers generally do not have a routine activity. This section
of our anti-money laundering policy sets forth SCI's procedures to identify customers when opening
accounts, including deposit, loan, and non-deposit accounts such as safe deposit boxes; to identfy
customers and non-customers wiring money and purchasing monetary instruments; and to idcntiﬁ.r
activities that are suspicious. Through the provisions of this policy, each employee should make an
effort to get to know customers that they interact with on a routine or a one-time basis.

Procedures to Open Consumer Accounts

This procedure applies to checking, savings, certificates of deposits, and safe deposit box accounts.
The Applicant will obtain and maintain in the customer’s file the following information: (If the
employee opening the account does not obtain certain information, they must document the reason
in the customer file.)

1. Social security number or alien identification number (from U.S. residents);

2. Verification of acceptable identification (e.g., driver’s license, state issued photo identfication,
passport, national identity card for nonresident aliens, etc.);

3. Vernficadon of address of residence;
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4. Estimation of anticipated account activity and customer’s income source and/or profession;
5. Consideration of the source of funds to open the account;

6. Information obtained from service bureaus to determine whether a customer has been reported for
overdrawing accounts, potentially conducting check kiting schemes, etc.;

7. Compatison of the customer with the OFAC and other government lists as directed by our federal
regulator and law enforcement;

8. Third-party references; verification services; and telephone, web site, and reverse directories; and
9. Other account relationships.
Procedures to Open Business,/Commercial Accounts

SCI will obtain and maintain, in a central customer file, the following information for all types of
business,/commercial accounts:

1. Taxpayer identification (ID) number and legal name of business (if applicable);

2, Verification of legal status;

3. Verification of identification for principals, their addresses, phone numbers, and if applicable,
taxpayer IDs (Please note that SCI's employee personally knowing the customer is not verificaton of
the ID. While that form of verification may satisfy state rules for identity, it does not meet the federal
regulators’ standards.);

4. Verification of the location of the business. (Please note that this may be documented by a referral
from a calling officer or by other means such as a later visit to the business in the first months of the
relationship.);

5. Estimate of anticipated account activity,

6. Source of funds to open account;

7. For large businesses, financial statements and a list of the finm's major suppliers and customers;

8. A description of the principal line of business and all types of business operations it engages in;

9. Information from service bureaus to determine the company’s previous checking account history;

10. Comparison of the customer with the OFAC and other government lists as directed by our federal
regulator and law enforcement;

11. Third-party references; and
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12. Other, the Applicant’s account relationships.

ONGOIN VIEW OF CURRENT TOMERS AG
GOVERNMENT LISTS

SCI's policy and procedures for complying with the rules of the Office of Foreign Assets Control
(OFAC) 1s outlined in our separate OFAC policy.

MONITORING FOR SUSPICIOUS ACTIVITY

Management and the anti-money laundering program administrator will ensure that the following
reports are monitored for suspicious activity and that employees with the duty to monitor these reports
receive adequate internal and external training on detecting money laundering and other illegal activity.

Ll Suspect kite reports. These reports identify excessive activity in accounts and should also be reviewed
for cash activity. The account profile of an account used for money laundering can be similar to that
of an account used for check kiting: high volume of activity, matching deposits and withdrawals, and
low average balances in relation to activity.

LI Demand deposit activity reports. These reports cover all customer and employee accounts. They
generally show daily balances and accumulate deposits and withdrawals over a thirty (30) day period.
These reports may be reviewed manually or management may establish a threshold for certain types
of accounts and then review only the exceptions.

L1 Large transaction reports. This report will be set at an amount lower than Ten Thousand Dollars
($10,000.00) so that SCI's employees can identify customers who may be structuring transactions to
avoid CTR reporting or who have unusual activity in their accounts.

L Incoming and ontgoing wire iransfer logs. These logs identify transfers of funds out of the county or to
remote banks, transfers funded by cashier’s checks or money orders in amounts under the CTR filing
threshold, and other suspicious activity of both noncustomers and accountholders.

| Owerdraft reports. This report can be used to assist management to discover whether a previously
“good” customer — either individual or commercial — is suddenly having financial problems.

N Commercial service charge am{;u.u reports. Management is directed to establish thresholds for these
reports to monitor a changc in your commercial customers’ balances, c]'leck.mg, deposit, ot currency
transactions. Changes in account activity may only mean the company is getting more successful,
however management is directed to have these reports reviewed by an objective employee. Although
the reviewer may need to discuss the account with the relationship officer, that person should not be
the last word on whether the activity in the account is suspicious.

LJ Delinguent loan reporss. Although these reports generally get special attention, management is directed
to pay close attention when del_inquent loans are suddenly “cured” with no reasonable explanation in

the file. Loan officers must be able to explain a sudden pay-off of seriously delinquent accounts.

| Excpired collateral insurance reports. These reports for personal property and real estate loans are usually
the first sign that something is wrong with our loan. Management is directed to instruct operations
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staff to notify a supervisor or loan officer immediately when a new loan customer fails to purchase
initial insurance or renew existing insurance for the collateral, instead of waiting for the notice letters
to go out. Whether this is “suspicious” or not depends on what other information we have about this
customer.

I Hold notices for Regulation CC. Management is directed to train operations or customer service staff
to notify a supervisor or officer when they hold an unusual check (i.e., in amount or in the location of
the drawee bank) on a customer’s account for the first time.

SUSPICIOUS ACTIVITY REPORTING

If any of SCI's employees become aware of or suspects criminal activity by either SCI’s customers or
employees, he or she should promptly report the matter to the anti-money laundering program
administrator. The anti-money laundering program administrator will promptly investigate the matter
further to determine whether to report the suspicious activity to the Federal Reserve Bank. The
investigation will be based on a review of the facts, as submitted by the employee, and a discussion
with the supetvisors in charge of the affected areas.

Supporting Documentation for the SAR

Except for certain spreadsheets allowed by Financial Crimes Enforcement Network’s (FinCEN) e-file
system, we will not include supporting documentation with a Suspicious Activity Report (SAR) when
it is submitted to FinCEN, but will maintain all documentation that supports the facts and
circumstances of the report in the SAR file either in hard-copy, on computer disk or CD, or on relevant
software.

Maintaining Accounts After a SAR Has Been Filed

The decision whether or not we will keep an account opened after a SAR has been filed will be made
by the President, and may be made on a case-by-case basis. We will document the decision either to
close or keep open the account in the SAR file.

If a law enforcement agency requests that we maintain a particular account, we will ask for the request
to be submitted in writing from a federal law enforcement agency; it should be issued by a supervisory
agent or by an attorney within a United States Attorney’s Office or another office of the Department
of Justice. If a federal or local law enforcement agency requests that an account be maintained, then
we will obtain a written request from a supervisor of the state or local law enforcement agency or
from an attorney within our state or local prosecutor’s office.

The written request should indicate that the agency has requested that we maintain the account and
the purpose of the request. For example, if a state or local law enforcement agency is requesting that
we maintain the account for purposes of monitoring, the written request should include a statement
to that effect. The request should also indicate the duration for the request. The initial request should
not exceed six (6) months. However, law enforcement may make additional requests for the
maintenance of the same account after the expiration of the initial request.

Although there is no recordkeeping requirement under the Bank Secrecy Act for this type of
correspondence, we will maintain documentation of such requests for at least five (5) years after the
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request has expired. If we are aware — through a subpoena, 314(a) request, national security letter
(NSL), or similar communication — that an account is under investigation, we will notify law
enforcement before making any decision regarding the status of the account.

Confidentiality

The anti-money laundering program administrator, and any other staff, including outside counsel
aware of SAR related matters, will keep all information related to such matters confidential. SARs are
also confidential. Any person subpoenaed or otherwise requested to disclose a SAR or the information
contained in a SAR shall decline to produce the information.

If SCI determines it is necessary to report a suspected illegal activity to local law enforcement
authorities, the anti-money laundering program administrator will carefully review all known facts.
SARs will only be filed when there is a reasonable basis for believing that a specific crime has occusred,
is occurring, or may occur. Such reports will be filed with local agencies, other than United States
Virgin Islands Division of Banking, Insurance & Financial Regulation, subject to the provisions of the
Right to Financial Privacy Act.

TRAINING

The anti-money laundering program administrator will conduct or arrange for annual meetings with
SCI's personnel who handle currency to keep them informed of any new changes to the Bank Secrecy
Act, the USA PATRIOT Act, or other related laws and updates to our anti-money laundering
procedures. It is also the responsibility of the anti-money laundering program administrator to train
all employees at the time of their initial employment. Additional meetings or other training will be
held as necessary to address issues that arise in the interim that must be addressed during the year.

Training may be conducted through presentations at a meeting, circulation of memoranda or other
written materials, or any other appropriate manner. A copy of all materials presented or circulated
shall be retained by the anti-money laundering program administrator along with a written record of
attendance or receipt by the Applicant’s personnel.

At least once per year, the ant-money laundering program administrator will attend one (1) external
training session relaung to the Bank Secrecy Act, fraud detection, or money laundering,

AUDIT PROCEDURES /INDEPENDENT TESTING

At least once each year, an independent audit of the procedures detailed in this policy will be
conducted by an external auditor.

Results of the audit will be reported to the President and the anti-money laundering program
administrator. It is the responsibility of the anti-money laundering program administrator to take
appropmnate action to correct any problems found as a result of the audit and respond to the audit
committee.
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