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AML/CTF

A
USTRAC, the body responsible

for overseeing reporting entities’

compliance with the Anti-Money

Laundering and Counter-Ter-

rorism (AML/CTF) Financing

Act 2006, has again been busy throughout

November. The regulator’s newly appointed

CEO, John Schmidt, has certainly been playing

the role of tough cop ever since his appointment

in September this year. 

Little Persia, a small Parramatta remittance

service provider, was hit with a remedial direc-

tion at the beginning of November with

Schmidt re-emphasising that “the purpose of

having an AML/CTF program is to identify,

mitigate and manage the money laundering

and terrorism financing risk a reporting entity

may face”. 

Then there was the very recent announce-

ment that AUSTRAC had carried out an assess-

ment of PayPal Australia’s AML/CTF program

which revealed deficiencies in the systems Pay-

Pal had in place to assess and manage its

money laundering and terrorism financing risk.

These recent AUSTRAC enforcements fol-

low the July actions against Barclays Bank PLC

and Mega ICBC and, while enforcement

actions have targeted both the smaller and

larger business types, the messages are still the

same: AUSTRAC is keen to show that it is serious

about protecting the integrity of the Australian

financial system; and all undertakings point back

to a general failure in risk management. 

Increased surveillance

The regulator’s 2009-10 Supervision Strategy

specifically outlines their intention to increase

surveillance of the estimated 18,000 reporting

entities that are required to comply with the

AML/CTF Act and Rules. 

Many entities will already have experienced

the increasingly popular AUSTRAC desk

review. Further, on-site assessments conducted

by the regulator have increased by 47 per cent

this year.

As the Little Persia direction has perhaps

intentionally highlighted, eventually your

AML/CTF program will be assessed regardless of

your size and you need to be comfortable that it

is robust enough to meet the obligations that are

imposed upon your business by the AML/CTF

Act and Rules. The one clear message to any

reporting entity is simple: adequately address

the risk management aspects of your program

design or face costly and potentially damaging

enforcement actions. 

Practical steps

So, what lessons can be learned from this case,

and what should the AML/CTF compliance offi-

cer be doing to make sure that they have ade-

quately addressed the obligations imposed upon

them by the AML/CTF Act? The key to any suc-

cessful program is twofold: a structured risk

assessment and the direct application of your

program into your business. 

It is clear from experience that the risk

assessment of a reporting entity’s delivery meth-

ods, customer types, foreign jurisdictions and

designated services is the area in which most

entities are falling short. More worryingly –

though perhaps not surprisingly – is that this

problem is just as prevalent in larger reporting

entities, such as large multinational investment

banks, as it is in smaller reporting entities who

do not share similar resources, or the experi-

ence, of these global reporting entities, such as

Barclays or PayPal. 

The AUSTRAC Guidance Note, Risk Man-

agement and AML/CTF Programs, sets out in

some detail the regulator’s expectations with

respect to the implementation of a risk man-

agement program for AML/CTF purposes. In

particular it notes that:

risk management framework to deal with the

following two categories of risk:

(a) Regulatory risk –that is, risks associated

with the breaches of the relevant provi-

sions of the AML/CTF Act and Rules, and

(b) Business risk – that is, the risk that desig-

nated services may be used to facilitate

money laundering or terrorism financing.

AUSTRAC on guard
Our AML/CTF watchdog has once again been kept busy keeping

guard over compliance with new requirements, writes James Cozens
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This involves consideration of customer

type risk, products & services risk, delivery

method risk and jurisdiction risk.

and systematic methods to address:

and the overall level of risk; and

which should be referenced when undertak-

A

tool for small-to-medium sized businesses” and

this area. 

There are numerous service providers out

which, without tailored application, are inef-

your specific business activities, this process can

Second tranche? 

Tranche II of the Anti-Money Laundering and

Counter Terrorism Financing Act

position has always been that it can’t do any-

ernment as to if and when Tranche II will

as happened in the first round”.

R


