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Introduction
Designated Non-Financial Businesses and Professions (DNFBPs) are important business sectors that significantly 

contribute to the Australian economy and the business community. However, some also act as gatekeepers to 

financial services. 

For over 15 years it has been recognised internationally that DNFBP sectors, because of this gatekeeper role, have 

been vulnerable to abuse by criminals and attractive to those wishing to launder the proceeds of criminal activity or 

finance terrorism.

Whilst Australia, as a member of the Financial Action Task Force (FATF) has been subject to international standards 

since 2003, the debate about the AML/CTF regulation of DNFBPs in Australia appears to be bogged-down with 

inaction, hyperbole, and scare-mongering.

This paper seeks to cut through the misinformation and positioning occurring due to vested interests, to provide an 

analysis of the drivers and challenges of bringing Australian DNFBPs into the AML/CTF regime and to provide a basis 

to foster constructive debate amongst stakeholders.

This paper looks at the ML/TF vulnerabilities, the rationale for AML/CTF regulation, the possible AML/CTF obligations, 

and the compliance challenges faced by the key DNFBP sectors. These vulnerabilities are not new and represent a real 

threat to the stability of Australia’s wider economy, as well as to the businesses themselves.

In recent times, we have seen an international focus on the use of certain types of legal vehicle for illegitimate 

purposes, including the facilitation of criminal activity and the laundering of the proceeds of crime, that shines an 

additional spotlight on the vulnerabilities of some types of DNFBP. 

This paper also explores the background and context of the AML/CTF regulation of DNFBP sectors and provides clarity 

on the rationale and importance of their inclusion in AML/CTF regimes. 

As part of this, the paper also discusses the recent experiences of other countries when addressing the inclusion of 

DNFBPs into their AML/CTF regimes, including the challenges and costs faced by each DNFBP sector in getting to 

grips with AML/CTF.

Ultimately, the paper poses the question – why does the AML/CTF regulation of DNFBPs in Australia and the introduction 

of Tranche II appear to be a tranche too hard? 

Neil Jeans 

July 2019
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Executive Summary
The use of the Designated Non-Financial Businesses and Profession (DNFBP) sectors by criminals and money 

laundering syndicates has long been understood. There is a significant body of work that identifies the vulnerabilities of 

all DNFBP sectors, both internationally and domestically in Australia. 

The international requirements to include DNFBPs in a country’s AML/CTF regime are consistent and long-standing, 

and over the years the FATF has maintained a focus on bringing DNFBPs into AML/CTF regimes. From the outset the 

FATF has sought to limit the type of activity covered to financial transactions undertaken on behalf of a customer by 

DNFBPs, and this position has not changed. 

The scope of potential coverage of the DNFBPs sector is limited only to those activities particularly vulnerable to 

money laundering and financing terrorism, and predominately focused on the financial transactions undertaken on 

behalf of clients. 

Australia is one of only 8% of countries assessed by the FATF’s 4th Mutual Evaluation process as being totally 

non-compliant with all DNFBP Recommendations. Australia has been non-compliant with all three DNFBP 

recommendations for the longest period since deficiencies were identified by the FATF’s 4th Round Mutual Evaluation 

in 2015.

Despite DNFBPs being identified as a gap in Australia’s AML/CTF compliance regime since at least 2005, as well as 

promises to address the issue made by the Australian government, little or no progress has been made by Australia to 

bring DNFBPs into its AML/CTF regime. 

The Attorney General’s Department, who had responsibility for AML/CTF before it was passed to Home Affairs, in 

October 2016 published a “project plan”, which included substantive work on the inclusion of DNFBPs into Australia’s 

regime by 2019.

The FATF are scheduled to undertake a follow-up visit in late 2019 to assess Australia’s progress on the findings of the 

2015 mutual evaluation, including the inclusion of DNFBPs into the AML/CTF regime.

The June 2019 FATF Plenary in Miami called for increased enforcement of the FATF standards. This signals a hardening 

of expectations about the role the FATF should play in promoting compliance with the FATF standards, including those 

relating to DNFBPs. 

For DNFBPs to be covered by the AML/CTF regime in Australia requires a simple amendment to the AML/CTF Act 

2006 to include additional designated services. A similar approach was adopted for the digital currency exchanges in 

2017/18 and could be applied to DNFBPs followed by an appropriate consultation period to work with each DNFBP 

sector to bring them fully into Australia’s AML/CTF regime. 

Whilst the AML/CTF obligations will most likely be the same for financial businesses and DNFBPs, in reality the 

approach to AML/CTF compliance in a number of areas may be very different. The exemption process available under 

section 229 of the AML/CTF Act will potentially allow each DNFBP sector to refine their obligations under the AML/

CTF Rules and gain relief from parts of the AML/CTF Rules that are irrelevant and/or inappropriate, based on the type 

of activity undertaken by the DNFBP sector and the nature of the ML/TF risks faced. 

Most stakeholders view the extension of the AML/CTF regime to DNFBPs as positive, as the inclusion of DNFBPs 

will go some way to address long established distortions and the potentially disproportionate focus on one set of 

gatekeepers. 

The inclusion of DNFBPs within an AML/CTF regime will increase the level of reporting to AUSTRAC, and the 

information and intelligence dividend that should result will help and support authorities to identify and tackle money 

laundering, terrorism financing and the aligned predicate offences. 

Any variations to the reporting regime will require careful consideration to ensure that the information and intelligence 

is not unnecessarily limited by attempting to reduce compliance costs. 

By bringing DNFBPs into Australia’s AML/CTF regime, a significant and important wave of AML/CTF regulatory reform 

will occur that will level the playing field and enhance Australia’s ability to detect and prevent money laundering, 

terrorist financing, and other predicate crimes.
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The challenges facing the DNFBP sectors to become AML/CTF compliant are not insurmountable, they will take careful 

consideration and therefore time to address. However, they can only really be addressed once there is regulatory 

certainty, as only at this point will most parties will be prepared to engage and devote appropriate levels of time and 

resources to address the challenges. 

Addressing the challenges to ensure effective compliance will take cooperation from both within DNFBPs, as well as 

wider industry and regulatory stakeholders. This includes industry associations, major players in each DNFBP sector, 

vendors and service providers, as well as other reporting entities that provide services to DNFBPs, and AUSTRAC. 

Whilst the compliance costs in an era of deregulation might cause some to pause, sitting on your hands and doing 

nothing cannot be an option either for governments, regulators, industry bodies, or those businesses in the various 

DNFBP sectors. 

The inclusion of DNFBPs is a vital part of any country’s AML/CTF jigsaw and is long overdue for attention in Australia. 

Whilst the AML/CTF regulation of DNFBPs in Australia appears to currently be a “tranche too hard”, in fact the reality is 

that it is a “tranche too important” not to be addressed. 
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The Money Laundering and Terrorist Financing 
Vulnerabilities of DNFBPs 
The use of the DNFPB sectors by criminals and money laundering syndicates has long been understood and 

evidenced by actual criminal cases. 

Cases that were previously investigated by the author relating to the laundering of criminal proceeds from drug 

trafficking and other crimes highlight the extensive use of DNFBP services to launderer the proceeds of crime. The 

author was a lead investigator into the money laundering systems and schemes established by Stephen Saccoccia1, 

who in 1992 was sentenced to 660 years in federal prison for laundering the proceeds of the Colombian drug cartels. 

Some of Stephen Saccoccia’s money laundering schemes ultimately morphed into securities fraud, and the sometimes 

witting and sometimes unwitting use of DNFBPs across the globe to launder the proceeds of those frauds. These are 

detailed in Jeffery Robinson’s books The Laundrymen2 and The Sink3, and were the subject of criminal cases in the mid-

1990’s brought jointly by UK law enforcement agencies and the Manhattan District Attorney’s Office. 

As far back as 1997, the FATF identified the vulnerability of designated non-financial businesses and professions to 

money laundering4. 

This was followed by the FATF typologies in 1998, which identified lawyers, notaries, accountants, company formation 

agents, real estate agents, and sellers of high-value items as being vulnerable to being used and abused to launder 

money5. The 1998 Typology Report (contained within the FATF’s Annual Report) identified the DNFBP sector’s 

involvement in money laundering and the magnitude of the problem on a sectoral basis. 

The 1998 Report identified that:

“Given the development of anti-laundering legislation in many countries, criminals are having increasing 

recourse to intermediaries other than those of the banking and financial sectors.”

For lawyers, notaries and accountants, the Report detailed the use of professional services providers’ client accounts to 

receive money from criminal activity, which was subsequently invested into other assets, including real estate. 

In the case of company formation agents, the Report states:

“companies and other legal persons continue to be a widely used tool for recycling illegal money”

For real estate the 1998 Report identifies that:

“real estate is a classic and proven method of laundering dirty money, particularly in FATF countries enjoying 

political, economic and monetary stability. Laundering may be effected either by way of chain transactions in 

real estate to cloak the illicit source of funds, or by investment in tourist or recreational real estate complexes 

which lend an appearance of legality”

The 1998 Report provided detail on the use of DNFBPs both unbeknown to the business and with knowledge of the 

criminal purpose of the activity.

This was followed up by the FATF’s 2001 and 2004 Typologies, which further detail the use of DNFBP sectors. 

The 2004 Report includes a section on “Gatekeepers and Money Laundering” 6, which states:

“Increasingly, money launderers seek out the advice or services of specialised professionals to help facilitate 

their financial operations.”

1 https://sherloc.unodc.org/cld/case-law-doc/moneylaunderingcrimetype/usa/1995/united_states_v_stephen_saccoccia.html
2 The Laundrymen (ISBN 0-671-71384-1) http://www.jeffreyrobinson.com/laundrymen
3 The Sink (ISBN 1-84119-682-7) http://www.jeffreyrobinson.com/the-sink
4 FATF -VIII Money laundering typologies exercise (February 1997) https://www.fincen.gov/sites/default/files/shared/fatf.pdf
5 FATF-IX Annual Report https://www.fatf-gafi.org/media/fatf/documents/reports/1997%201998%20ENG.pdf
6 FATF-XV Typologies Report 2003-2004 https://www.fatf-gafi.org/media/fatf/documents/reports/2003_2004_ML_Typologies_ENG.pdf
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“Solicitors, notaries, accountants and other similar professionals perform a number of important functions in 

helping their clients organise and manage their financial affairs.”

“All of these perfectly legitimate functions may also be sought out by organised crime groups or the individual 

criminal. They may do so for purely economic reasons; however, more important is the desire to profit from 

the expertise of such professionals in setting up schemes that will help to launder criminal proceeds.”

In 2007, the FATF published a report entitled “Money Laundering and Terrorist Financing Through the Real Estate Sector” 7, 

which identified the use of DNFBPs including lawyers in laundering using real estate, as well as the use of corporate 

vehicles created and managed by accounts and trust and company service providers in money laundering schemes. 

The 2007 Report stated:

“Several characteristics of the real estate sector make it attractive for potential misuse by money launderers or 

terrorist financiers.”

“The real estate sector merits closer consideration given the large scope of monetary transactions, its 

significant social impact, and because of the number of cases in which money laundering, and in limited 

circumstances terrorist financing and tax fraud schemes, have been detected. Abuse in this sector also has 

the undesirable effect of political, institutional and economic destabilisation.”

This was followed up by an FATF Report8 in 2010 which provided further typologies on how corporate vehicles can 

be used by criminals and money launderers. This Report identified the use of multiple DNFBP sectors (lawyers, 

accountants) as being involved in the Trust and Company Service Provider sector, and identified that the vehicles 

created and managed are used as part of money laundering schemes including the sale and purchase of real estate. 

The 2010 Report identified that:

“Trust and Company Service Providers (TCSPs) play a key role in the global economy as financial 

intermediaries, providing an important link between financial institutions and many of their customers. They 

provide often invaluable assistance to clients in the management of their financial affairs and can therefore 

significantly impact transactional flows through the financial system.” 

“There have been a number of studies over the years which highlight the use of legal persons and legal 

arrangements to facilitate money laundering.”

In 2013, the FATF published a Report9 on the “ML/TF vulnerabilities of legal professionals”.  

The driver for the 2013 Report was:

“Since the inclusion of legal professionals in the scope of professionals in the FATF Recommendations in 

2003, there has been extensive debate as to whether there is evidence that legal professionals have been 

involved in ML/TF and whether the application of the Recommendations is consistent with fundamental 

human rights and the ethical obligations of legal professionals.”

The 2013 Report, through the examination of over 100 case studies, concluded that criminals seek out the involvement 

of legal professionals in their ML/TF activities, sometimes because a legal professional is required to complete certain 

transactions, and sometimes to access specialised legal and notarial skills and services that could assist the laundering 

of the proceeds of crime and the funding of terrorism. 

The Report also identified ML/TF methods commonly employed or that require the services of a legal professional, 

concluding:

“Inherently these activities pose ML/TF risk when clients seek to misuse the legal professional’s services in 

these areas, and even law-abiding legal professionals may be vulnerable.”

7 FATF Report – ML & TF through the Real Estate Sector http://www.fatf-gafi.org/media/fatf/documents/reports/ML%20and%20TF%20through%20
the%20Real%20Estate%20Sector.pdf

8 FATF Report – Money Laundering using TCSPs - http://www.fatf-gafi.org/media/fatf/documents/reports/Money%20Laundering%20Using%20
Trust%20and%20Company%20Service%20Providers..pd

9 FATF Report – ML&TF Vulnerabilities of Legal Professionals http://www.fatf-gafi.org/media/fatf/documents/reports/ML%20and%20TF%20
vulnerabilities%20legal%20professionals.pdf 
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In 2018, the FATF also published a Report on Professional Money Laundering10 which identified that:

“In order to place greater distance between their criminal activity and the movement of funds, some Organised 

Crime Groups use the services of third-party money launderers, including professional gatekeepers, such as 

attorneys, accountants and trust and company service providers (TCSPs).”

“Professional Money Launderers may occupy positions within DNFBP sectors (e.g. lawyers, accountants and 

real estate professionals), and use their occupation, business infrastructure and knowledge to facilitate ML 

for criminal clients. The use of occupational professionals can provide a veneer of legitimacy to criminals 

and Organised Crime Groups. As such, Organised Crime Groups actively seek out insiders as potential 

accomplices to help launder illicit proceeds.”

The Report detailed many case studies where DNFBPs have been involved in laundering the proceeds of criminal 

activity or financing terrorist activity, concluding:

“Professional Money Launderers may act in a professional capacity (e.g. lawyer, accountant) and serve some 

legitimate clients, the report aims to identify those actors who serve criminal clients whether on a full-time or 

part-time basis.”

As far back as 2007, the Australian Transaction Reports and Analysis Centre’s (AUSTRAC) own typologies11 also 

identified multiple cases where DFNBPs including lawyers, accountants and real estate agents were used as part of 

criminal enterprises or to launder the proceeds of criminal activity, including drug trafficking and fraud, in Australia. 

In 2008, AUSTRAC’s typologies12 detailed further cases of the use of real estate and accountants by criminals. 

In 2010 AUSTRAC’s typologies13 assessed the industries involved in its case studies between 2007 and 2010 and 

identified that 13% of all case studies over the period involved DNFBPs. 

AUSTRAC has not produced typology reports since 2014, but in 2015 published “a Strategic Analysis Brief – Money 

Laundering Through Real Estate” 14. The Report states:

“The use of real estate is an established method of money laundering internationally. Criminals buy high-value 

goods such as real estate as a way of laundering or concealing illicit funds.”

“AUSTRAC has identified high-value goods, including real estate, to be a significant money laundering channel 

in Australia. Asset confiscation cases show the breadth of criminal investment in high-value goods and the 

scale of criminal wealth that can be laundered and invested this way.”

The 2015 Report identifies multiple typologies where lawyers and real estate agents are vulnerable to being used to 

launder money, and concludes:

“As an established money laundering method, criminals are likely to continue to use real estate to launder illicit 

funds. Money laundering through real estate may be identified where transactions intersect with the regulated 

AML/CTF sector. This provides AUSTRAC with a degree of visibility over possible money laundering through 

real estate.”

There is a significant and growing body of work that identifies the vulnerabilities of all DNFBP sectors both 

internationally and domestically in Australia, supported by specific cases both in Australia and overseas, including 

a Transparency International Canada Report15 in March 2019 which identified CAN$28.4 billion invested in Greater 

Toronto Area housing since 2008, through corporations. 

10 FATF Report on Professional Money Laundering http://www.fatf-gafi.org/media/fatf/documents/Professional-Money-Laundering.pdf
11 AUSTRAC Typologies and case studies report 2007 https://www.austrac.gov.au/sites/default/files/2019-07/typologies_report_2007.pdf
12 AUSTRAC Case Studies 2008 https://www.austrac.gov.au/business/how-comply-guidance-and-resources/guidance-resources/typologies-and-case-

studies-report-2008
13 AUSTRAC Typologies and case studies report 2010 https://www.austrac.gov.au/business/how-comply-guidance-and-resources/guidance-resources/

typologies-and-case-studies-report-2010
14 AUSTRAC Report ML through Real Estate https://www.austrac.gov.au/sites/default/files/2019-07/sa-brief-real-estate_0.pdf
15 Transparency International Canada Report http://www.transparencycanada.ca/wp-content/uploads/2019/03/BOT-GTA-Report-WEB-copy.pdf
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This also includes over CAN$1 billion in 2016 invested in Vancouver real estate, identified by Police as the proceeds 

of illicit Fentanyl (opiate) importation by Chinese organised crime groups16. This criminal activity touches a number 

of DNFBP sectors, which was echoed in the ABC Four Corners documentary “Project Dragon”17 in early 2019, which 

identified significant money flows into the Australian real estate market.

In late June 2019, the FATF also published specific guidance on the risk-based approach for three key DNFBP sectors, 

the legal profession18, accountants19 and trust and company service providers (TCSPs)20 on how to address ML/TF risk. 

The FATF guidance identified ML/TF vulnerabilities across DNFBP sectors including:

“DNFBP client accounts may be perceived by criminals as a means to either integrate tainted funds within the 

mainstream financial system or a means by which tainted funds may be layered in such a way to obscure their 

source, with fewer questions being asked by financial institutions because of the perceived respectability and 

legitimacy added by the involvement of the DNFBP.”

‘Real estate, both commercial and residential, accounts for a high proportion of confiscated criminal assets, 

demonstrating that this is a clear area of vulnerability.” 

“Criminals may seek the opportunity to retain control over criminally derived assets while frustrating the ability 

of law enforcement to trace the origin and ownership of the assets. Companies and often trust and other 

similar legal arrangements are seen by criminals as potentially useful vehicles to achieve this outcome.”

“Criminals seek to have DNFBPs involved in the management of companies and trusts in order to provide 

greater respectability and legitimacy to the company or trust and its activities.”

The 2019 FATF guidance on the risk-based approach reinforces the ML/TF vulnerabilities of DNFBPs, which is one of 

the key reasons why the regulation of DNFBPs for AML/CTF has been a key pillar of the FATF Recommendations and 

why their inclusion is a vital element of any effective AML/CTF regime. 

16 Global News – Fentanyl Making a Killing https://globalnews.ca/news/4658157/fentanyl-vancouver-real-estate-billion-money-laundering-police-
study/

17 Project Dragon https://www.abc.net.au/4corners/project-dragon/10837468
18 FATF Guidance on RBA for lawyers - https://www.fatf-gafi.org/media/fatf/documents/reports/Risk-Based-Approach-Legal-Professionals.pdf
19 FATF Guidance on RBA for accountants - https://www.fatf-gafi.org/media/fatf/documents/reports/RBA-Accounting-Profession.pdf
20 FATF Guidance on RBA for TCSPs - https://www.fatf-gafi.org/media/fatf/documents/reports/RBA-Trust-Company-Service-Providers.pdf
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The International AML/CTF Requirements on 
DNFBPs
In October 2003, the Financial Action Task Force (FATF) revised its 40 recommendations21 to include specific 

requirements for Designated Non-Financial Businesses and Professions (DNFPBs) for the first time. The DNFBPs 

covered by the FATF Recommendations were detailed in Recommendation 12, and included real estate agents, 

accountants, and lawyers.

The revision of Recommendation 12 meant that countries should ensure specific DNFBP sectors were subject to 

Recommendations 8 to 11, which required special attention to money laundering threats from new and developing 

technologies that favour anonymity (Recommendation 8); undertaking Customer Due Diligence (Recommendation 

9); maintaining records for at least five years (Recommendation 10); and paying special attention to complex, 

unusually large transactions and all unusual patterns of transactions (Recommendation 11).

In addition, the 2003 FATF Recommendations also required DNFBPs (unless certain exemptions applied), to report 

suspicions (Recommendation 13); be protected from penalties under other legislation which prevented disclosure 

(Recommendation 14); develop an AML/CTF Program including policies and procedures, employee due diligence, 

employee training, audits to test compliance (Recommendation 15); give special attention to business relationships 

from countries that do not comply with the FATF Recommendations (Recommendation 21).   

The FATF introduced these requirements for DNFBPs as it had previously been established by FATF typologies that 

some services offered by them were vulnerable to being used for money laundering and to finance terrorist activity. 

DNFBPs were also identified by the FATF as gatekeepers to the financial system and evidence was emerging that just 

like Financial Institutions, DNFBP’s legitimate services could be abused by criminals seeking to conceal their criminal 

activity and/or ownership of the proceeds of criminal activity.

However, in 2003 the revision of the FATF’s Recommendation 12, the coverage of key DNFBP sectors, was limited to 

those services offered by DNFBPs that typologies had identified as being vulnerable to money laundering22: 

� Real estate agents - when they are involved in transactions for their client concerning the buying and selling of 

real estate. 

� Lawyers, notaries, other independent legal professionals and accountants when they prepare for or carry out 

transactions for their client concerning the following activities:

�	 Buying and selling of real estate; 

�	 Managing of client money, securities or other assets; 

�	 Management of bank, savings or securities accounts; 

�	 Organisation of contributions for the creation, operation or management of companies; 

�	 Creation, operation or management of legal persons or arrangements, and buying and selling of business 

entities. 

� Trust and company service providers when they prepare for or carry out transactions for a client concerning the 

activities listed.

From the outset, the FATF has sought to limit the type of activity covered to financial transactions undertaken on 

behalf of a customer by lawyers, notaries, other independent legal professionals and accountants, and clarified 

that sole practitioners, partners or employed professionals within professional firms should only be subject to the 

requirement within the FATF Recommendations. This position has not changed since 2003.

21 FATF 40 Recommendations http://www.fatf-gafi.org/media/fatf/documents/FATF%20Standards%20-%2040%20Recommendations%20rc.pdf
22 FATF Recommendation 12 – October 2003 as amended in 2004
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The FATF upon publication of the 2003 Recommendations called upon “all countries to take the necessary steps to 

bring their national systems for combating money laundering and terrorist financing into compliance with the FATF 

Recommendations, and to effectively implement the measures.” This included the measures for DNFBPs.

On the 28th October 2008, to support the adoption and implementation of DNFBPs into AML/CTF regimes, the FATF’ 

Working Group on Evaluation and Implementation (WGEI) published guidance on the ‘Risk Based Approach’23 for 

each DNFBP sector covered by the 2003 Recommendations. 

In 2009, the FATF published a methodology for assessing compliance with the 40 Recommendations24, which 

re-enforced the need for countries to address the recommendations relating to DNFBPs and put in place law and 

regulation to require DNFBPs to take action aligned to the FATF Recommendations. 

In February 2012, the FATF revised its 40 Recommendations which maintained the Recommendations for DNFBPs but 

re-numbered them and replaced Recommendation 12 with 22 and Recommendation 16 with 23.

In 2016, the FATF published guidelines on an effective system to combat money laundering and terrorist financing.25 

The guidelines set out that the FATF will assess the effectiveness of a country’s efforts against each of 11 immediate 

outcomes. 

The intermediate outcomes represent the thematic goals for a country’s AML/CTF system to effectively protect 

financial sector integrity and contribute to safety and security.  The FATF states that:

“Merely adopting compliant laws and regulations is not enough and each country must enforce these 

measures, and ensure that the operational, law enforcement and legal components of an AML/CTF system 

work together effectively to deliver results.”

The 11 immediate outcomes include:

� Supervision – Supervisors appropriately supervise, monitor and regulate financial institutions and DNFBPs for 

compliance with AML/CTF requirements; and

� Preventative measures – Financial institutions and DNFBPs adequately apply AML/CTF preventative measures 

commensurate with their risks and report suspicious transactions.

The 2012 FATF 40 Recommendations were revised again in October 2018 but this did not change the 

Recommendations for DNFBPs, which have been consistent since October 2003.

The FATF also published guidance on the risk-based approach for the legal profession26, accountants27 and trust and 

company service providers (TCSPs)28, in June 2019. 

The risk-based approach guidance is targeted at:

� DNFBPs;

� Countries and their competent authorities, including AML/CFT supervisors of legal professionals, AML/CFT 

supervisors of banks that have legal professionals as customers, and Financial Intelligence Units (FIUs); and 

� Practitioners in the banking sector, other financial services sectors and DNFBPs that have legal professionals 

as customers.

The FATF’s guidance highlights the development of the ML/TF risk assessment as key starting point for the application 

of the risk-based approach (RBA) and also highlights that the ML/TF risk assessment should be commensurate with 

the nature, size and complexity of the business.

23 FATF Guidance 2008 - www.fatf-gafi.org/publications/fatfrecommendations/?hf=10&b=70&s=desc(fatf_releasedate)
24 Methodology for Assessing Compliance with the FATF 40 Recommendations and the FATF 9 Special Recommendations https://www.fatf-gafi.org/

media/fatf/documents/reports/methodology.pdf
25 An effective system to combat money laundering and terrorist financing http://www.fatf-gafi.org/publications/fatfgeneral/documents/effectiveness.

html 
26 FATF Guidance on RBA for lawyers - https://www.fatf-gafi.org/media/fatf/documents/reports/Risk-Based-Approach-Legal-Professionals.pdf
27 FATF Guidance on RBA for accountants - https://www.fatf-gafi.org/media/fatf/documents/reports/RBA-Accounting-Profession.pdf
28 FATF Guidance on RBA for TCSPs - https://www.fatf-gafi.org/media/fatf/documents/reports/RBA-Trust-Company-Service-Providers.pdf
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The FATF’s guidance also highlights that it is the responsibility of a DNFBP’s senior management to foster and promote 

a culture of compliance, and that they should ensure that the professionals working in their business are committed to 

managing ML/TF risks when establishing or maintaining client relationships.

The guidance also includes a section for supervisors and specifically highlights the role of self-regulatory bodies 

(SRBs) in supervising and monitoring DNFBPs, with the guidance explaining the RBA to supervision of AML/CTF.

The guidance to regulators includes specific guidance on licensing or registration requirements for the professions, 

mechanisms for on-site and off-site supervision, enforcement, guidance, training and the value of information-

exchange between the public and private sector.

From the outset the FATF Recommendations have provided a sound basis for countries to introduce AML/CTF 

regulation to key DNFBP sectors. The FATF has also been consistent in its focus of what the AML/CTF regulation of 

DNFBPs should be, limiting the scope to the business activities of each sector to those that are truly vulnerable to 

money laundering and terrorist financing.

As a founding member of the FATF, Australia has participated in the development and ratification of the international 

standards by the FATF since 2003.

The inclusion of DNFBPs into AML/CTF regimes has been and continues to be a particular focus and a key priority of 

the FATF. At the June 2019 FATF Plenary in Miami, the US, who held the presidency of the FATF, called for increased 

enforcement of the FATF standards, with the Secretary to the Treasury Secretary Steven Mnuchin29 stating:

“the FATF Standards are only effective if jurisdictions around the world actually take measures to implement 

them.  Failure to enforce well-defined consequences for inaction could undermine the credibility of the FATF’s 

peer review process and of the organization as a whole.”

The comments by Mr Mnuchin signal a hardening of expectations about the role the FATF should play in promoting 

compliance with the FATF standards, including those relating to DNFBPs. 

29 Steven T Mnuchin address to FATF Plenary https://home.treasury.gov/news/press-releases/sm713
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The Level of International Compliance  
with DNFBP Requirements 
In 2014, the FATF commenced its 4th Round of Mutual Evaluations and to date has published Mutual Evaluation 

Reports (MERs) on 76 countries30. The mutual evaluation includes an assessment of compliance with the 

Recommendations that relate to DNFBPs, Recommendation 22 – Customer Due Diligence; Recommendation 23 - 

Other preventative measures; and Recommendation 28 – Supervision of DNFPB: The 76 4th round MERs completed 

to date have identified varying degrees of compliance with these recommendations: 

� Six countries out of the 76 (8%) assessed, have been found to be non-compliant with all three Recommendations 

(22, 23 and 28).

� 11 countries (14.5%) were assessed to be non-compliant with either or both Recommendations 22 and 23.

� 13 countries (17%) are non-compliant with Recommendation 28 regarding supervision of DNFBPs.

COUNTRY 
REC 22 
CUSTOMER 
DUE DILIGENCE

REC 23  
OTHER 
MEASURES

REC 28  
DNFBP 
SUPERVISION

DATE OF  
FATF 
ASSESSMENT

TIME SINCE  
FATF 
ASSESSMENT

Australia April 2015 >4 years

Botswana May 2017 >2 years

Canada September 2016 >2 years

China April 2019 <1 year

Costa Rica October 2018 <1 year

Iceland April 2018 >1 year

Kyrgyzstan September 2018 <1 year

Madagascar September 2018 <1 year

Mauritania November 2018 <1 year

Mauritius July 2018 <1 year

Mongolia September 2017 >1 year

Mexico January 2018 >1 year

Myanmar September 2018 <1 year

Palau September 2018 <1 year

Sri Lanka October 2015 >3 years

Thailand September 2018 <1 year

Uganda November 2018 <1 year

United States December 2016 >2 years

30 FATF Consolidated Ratings https://www.fatf-gafi.org/media/fatf/documents/4th-Round-Ratings.pdf
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The FATF data identifies that Australia has been non-compliant with all three DNFBP recommendations for the longest 

period since deficiencies were identified by the FATF’s 4th Round Mutual Evaluation, with most other countries’ non-

compliance being identified for less than 1 year by this round of mutual evaluations. 

Out of the 13 of the 34 full FATF member countries that have been assessed under the 4th round, Canada has been 

rated non-compliant and Iceland and Mexico partially compliant for Recommendations 22 and 23. 

Australia is one of only 8% of countries assessed by the FATF’s 4th Mutual Evaluation process to be assessed as totally 

non-compliant with all DNFBP Recommendations. This level of non-compliance was also identified in Australia’s 3rd 

round mutual evaluation in 2005 which was the catalyst for the introduction of the AML/CTF Act 2006 (Cth).
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Australia’s DNFBP FATF Mutual Evaluation Record 
Since 2003, Australia has undergone two FATF Mutual Evaluations. The report in October 200531 was the first after the 

FATF revised its Recommendations to include DNFBPs, and identified non-compliance with the Recommendations 

relating to DNFBPs, stating:

� Under the present legal regime, most DNFBPs operating in Australia do not have mandatory CDD, record keeping, 

and other obligations as required under the FATF Recommendations. 

� There are no specific requirements for most of the DNFBPs to pay special attention to complex & unusual 

transactions.

� Most DNFBPs are not legally required to report suspicious transactions to AUSTRAC. 

� DNFBPs are not required to develop internal policies, procedures, internal controls, ongoing employee training and 

compliance in respect of AML/CTF. 

� There are not adequate, enforceable measures for DNFBPs to pay special attention to transactions involving certain 

countries, make their findings available in writing, or apply appropriate countermeasures.

� Most of the DNFBPs lack effective regulatory and supervisory systems for monitoring to ensure compliance with 

AML/CTF requirements. 

� The lack of administrative sanctions coupled with an absence of criminal prosecutions of DNFBPs suggests that 

sanctions are generally not applied for breaches of AML/CTF requirements.

� AUSTRAC’s Guidelines do not cover most DNFBPs.

In 2014 the 4th Round Mutual Evaluation Report32 painted a similar picture of non-compliance, stating:

� Australia’s AML/CTF regime has changed significantly since the last mutual evaluation report in 2005, although 

deficiencies remain and DNFBP sectors are not subject to AML/CTF obligations. 

� Most DNFBPs, including real estate agents and legal professionals, are also not subject to AML/CTF controls or 

suspicious transaction reporting obligations, even though they are highlighted as being high-risk for ML activities.

� ML/CTF policies need to better address ML risks associated with foreign predicate offending, the abuse of legal 

persons and arrangements, and laundering in the real estate sector, particularly through bringing all DNFBPs within 

the AML/CTF regime.

� There is no appropriate supervision or regulation of most higher-risk DNFBPs because they are not subject to AML/

CTF requirements.

� Overall, the authorities were unable to demonstrate improving AML/ CTF compliance by reporting entities or that 

they are successfully discouraging criminal abuse of the financial and DNFBP sectors.

� A lot of reliance is placed on the banking and financial sector as gatekeepers due to the absence of AML/CTF 

regulation and requirements on key high-risk DNFBPs such as lawyers, accountants, real estate agents and trust 

and company service providers. As a result of these factors, the effectiveness of the preventive measures in the 

financial system as a whole is called into question.

31 FATF Australia MER 2005 http://www.fatf-gafi.org/media/fatf/documents/reports/mer/MER%20Australia%20full.pdf 
32 FATF Australia MER 2015 http://www.fatf-gafi.org/media/fatf/documents/reports/mer4/Mutual-Evaluation-Report-Australia-2015.pdf
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In a Report on the 21st April 201533, the FATF commented: 

“Most designated non-financial businesses and professions (DNFBPs) are still not subject to anti-money 

laundering / counter-terrorist financing (AML/CTF) requirements and have insufficient understanding of 

their risks. These include real estate agents and lawyers, which the authorities assessed as high risk for money 

laundering and terrorist financing. The report concludes that Australia should do more to demonstrate that 

they are improving AML/CTF compliance by reporting entities and that they are successfully discouraging 

criminal abuse of the financial and DNFBP sectors.”

In November 2018, the FATF published a Follow Up Report from Australia34 which identified Australia’s plan to progress 

the findings of the 2015 Mutual Evaluation Report, supported by the recommendations of the Statutory Review Report. 

The plan set out by Australia was a three-stage plan with defined activity in each phase. 

The FATF noted that:

“The Australian Government intends to introduce further phases of reform aimed at simplifying and 

streamlining AML/CTF prior to expanding the scope of the AML/CTF regime to include certain high-

risk sectors.”

This references addressing the failings in compliance with FATF Recommendations 22, 23, and 28 relating to DNFBPs. 

The Attorney General’s Department, who had responsibility for AML/CTF before it was passed to Home Affairs, in 

October 2016 published a “project plan” setting out the activity and timelines for addressing the findings of the 2015 

FATF Mutual Evaluation Report and the subsequent Statutory Review Report. 

The AGD’s project plan proposed milestones for addressing the issues, which included substantive work on the 

inclusion of DNFBPs into Australia’s regime by July 2019. 

Despite DNFBPs being identified as a significant gap in Australia’s AML/CTF compliance regime since at least 

2005, promises to address the issue made by the Australian government to the FATF in response to the 2015 mutual 

evaluation, and proposals to address the findings of the Statutory Review, little or no progress has been made by 

Australia to bring DNFBPs into its AML/CTF regime.

It is understood that the FATF will undertake a follow up visit in late 2019 to assess Australia’s progress on the findings 

of the 2015 mutual evaluation, including the inclusion of DNFBPs into the AML/CTF Regime. 

33 Australia has a mature regime for combating money laundering and terrorist financing, but certain key areas remain unaddressed, says FATF http://
www.fatf-gafi.org/countries/a-c/australia/documents/australia-mature-regime-to-combat-money-laundering-terrorist-financing-key-areas-remain-
unaddressed.html

34 FATF FUR – Australia - http://www.fatf-gafi.org/media/fatf/documents/reports/fur/FUR-Australia-2018.pdf
35 Statutory Review Report April 2016 - https://www.homeaffairs.gov.au/how-to-engage-us-subsite/files/report-on-the-statutory-review-of-the-anti-

money-laundering.pdf
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DNFBP AML/CTF Compliance Obligations 
Under Australia’s Regime
For DNFBPs to be covered by AML/CTF in Australia requires a simple amendment to the AML/CTF Act 2006. The 

AML/CTF Act specifies designated services36, and any business operating in Australia that provides one or more of 

those designated services has obligations under the AML/CTF Act and AML/CTF Rules. Section 6 of the AML/CTF Act 

lists designated services provided by the following sectors already:

� Financial services – 59 Designated Services

� Bullion – 2 Designated Services

� Gambling – 14 Designated Services

The list of the designated services for financial services businesses was amended in late 2017, as the mechanism to 

bring Digital Currency Exchanges (DCEs) into the AML/CTF regime. 

In the case of DCEs, once the designated services list was amended, AUSTRAC were tasked with working with the 

digital currency exchange sector to ensure compliance with the AML/CTF Rules. This resulted in the sector needing to 

have AML/CTF compliance arrangements in place on the 3rd April 2018, 5 months after the AML/CTF amendment.

A similar approach to the one adopted for the DCEs in 2017/18 could be applied to DNFBPs, whereby the designated 

services within the AML/CTF Act are amended to include relevant services provided by DNFBPs, followed by an 

appropriate consultation period (and possibly an “assisted compliance period”) being used to work with each DNFBP 

sector to bring them into the AML/CTF regime. 

For DFNBPs to be covered by Australia’s AML/CTF regime, and achieve alignment with the FATF Recommendations, 

the designated services list needs to be amended to designate the following activities or services:

� Buying and selling of real estate; 

� Managing of client money, securities or other assets; 

� Management of bank, savings or securities accounts; 

� Organisation of contributions for the creation, operation or management of companies; and 

� Creation, operation or management of legal persons or arrangements, and buying and selling of business entities.

The AML/CTF Rules published by AUSTRAC set out which compliance activities are required by Reporting Entities to 

achieve compliance with the AML/CTF Act. Broadly the AML/CTF obligations, as set out in the AML/CTF Rules, are the 

same for all Reporting Entities, and it is anticipated that this will not change for DNFBPs. 

There is, however, an exemption process available under section 229 of the AML/CTF Act that potentially could allow 

each DNFBP sector to refine the AML/CTF Rules and gain relief from parts of the AML/CTF Rules that are irrelevant 

and/or inappropriate. Exemptions granted by the CEO of AUSTRAC are possible, based on the type of activity 

undertaken by the DNFBP sector and the nature of the ML/TF risks faced. 

Were DNFBPs to be brought within Australia’s AML/CTF regime any time soon, it is important to understand what 

would be required, as this will dictate the impact on each sector.

The AML/CTF Act and Rules require that reporting entities assess and document the money laundering and terrorist 

financing (ML/TF) risks of the business. This involves assessing the money laundering and financing of terrorism 

risk that a business may reasonably expect to face in the course of its business. This includes understanding and 

documenting: 

� The nature, size and complexity of the business, and

� The nature of the ML/TF risks faced by the business.

36 Section 6 of the AML/CTF Act 2006
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The size and complexity of a business plays an important role in how attractive or susceptible it is for ML/TF. For 

example, because a large business is less likely to know its customers personally, it could offer a greater degree of 

anonymity than a small business. Likewise, a business that conducts complex transactions internationally could offer 

greater opportunities to money launderers than a purely domestic business. 

The nature, size and complexity of the business and the nature of the risks faced also play an important role in allowing 

the reporting entity to apply a risk-based approach as to how the business will mitigate and manage the ML/TF risks

Based on AUSTRAC guidance and industry approaches to assessing ML/TF risk, a number of dimensions need to be 

considered when assessing the nature of the ML/TF risks faced by the business.

This includes assessing the ML/TF risks of the external and internal environment that a business operates in, the 

vulnerability to money laundering and terrorist financing represented by the business’ customers, products and 

services, and how it delivers those products and services to its customers, as well as the countries or jurisdictions it 

operates in or deals with. 

The AML/CTF Act and Rules also require the establishment of an AML/CTF Program setting out how the business will 

detect, mitigate and manage the ML/TF risks. The AML/CTF Program (procedures, policies and controls) is a set of 

documents setting out how a business detects, manages and mitigates the risk of money laundering and the financing 

of terrorism.

The AML/CTF Rules also mandate the controls that should be deployed and documented in the AML/CTF Program to 

identify, mitigate and manage the business’ ML/TF risks, for example:

� Customer Due Diligence, which is the process of collecting identity data about a customer and validating that this 

data is up-to-date and accurate. The AML/CTF Act requires that the extent of customer identity data collected is 

based upon the risk rating that is assigned to the customer. 

� Screening of customers, which is the process of screening a customer to identify possible ML/TF risks, including 

Politically Exposed Person (PEP) risk. 

� Ongoing Customer Due Diligence, which includes the identification of changes in a customer’s identity information 

should they occur; a continued understanding of the level of ML/TF risk presented by a customer throughout the 

relationship with that customer; and the identification of grounds for reporting suspicious activity.

� Suspicious Matter Reporting, when reasonable grounds for suspicion were known to the reporting entity.

� Other Reporting, which includes reporting cash transactions over a $10,000 threshold (Threshold Transaction 

Reports – TTRs), and International Funds Transfer Instructions (IFTIs).

DNFBPs will have to translate the AML/CTF obligations into practical and meaningful actions that achieve AML/CTF 

compliance and systematically address compliance obligations. Whilst the AML/CTF obligations are the same across 

financial businesses and DNFBPs, in reality the approach to AML/CTF compliance in a number of areas may be very 

different. 
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The AML/CTF Compliance Impact on DNFBPs
Since the beginning of 2018, Initialism has worked with DNFBPs across New Zealand. Our extensive engagement with 

DNFBPs the length and breadth of New Zealand, provided Initialism with unique and significant insights into the effort, 

and therefore the impact and cost potentially faced by DNFBPs in Australia when getting to grips with compliance with 

AML/CTF requirements. 

Cost vs benefit was a key consideration when DNFBPs were brought into the New Zealand AML/CTF regime. 

However, the costs of bringing DNFBPs into the regime was only really tackled at a macro (industry) level. 

In 2017, the Australian Government also commissioned its own cost benefit analysis of bringing DNFBPs into the  

AML/CTF regime, which we understand has been reviewed at a Cabinet level. However, this report or any of the 

findings have yet to be published, and as a result the only basis for stakeholders to understand costs is the work 

undertaken and published by the New Zealand authorities ahead of the introduction of regulation of DNFBPs. 

The New Zealand Ministry of Justice (MoJ) commissioned Deloitte37 to assess the cost of bringing DNFBPs into the 

AML/CTF regime and of them becoming AML/CTF compliant. Their report was published in September 2016.

The Deloitte Report concluded that in New Zealand the initial cost of compliance for all DNFBPs could be as high 

as circa $300 million, with ongoing compliance costs estimated at circa $200 million per annum, for an estimated 

population of 7,000 DNFBPs covered by the AML/CFT Act. The Report identifies that the potential cost for New 

Zealand DNFBPs varied from sector to sector:

� It was estimated that for the legal profession the cost of becoming AML/CTF compliant could be up to $155 million. 

The same report estimates that the ongoing cost for the legal profession will be circa $130 million annually.

� It was estimated that for real estate businesses the cost of becoming AML/CTF compliant could be up to $35 

million. The same report estimates that the ongoing cost for the real estate industry will be circa $20 million 

annually.

� It was estimated that for accountancy firms the cost of becoming AML/CTF compliant could be up to $102 million. 

The same report estimates that the ongoing cost for the accountancy profession will be circa $50 million annually.

This variation in cost also reflects the number of businesses in each DNFBP sector and that 96% of DNFBPs in 

New Zealand have less than 50 employees, whilst over 75% of DNFBPs had less than 20 employees. 

Whilst not all DNFBP firms are the same size or have the same complexity, the Deloitte Report further establishes the 

cost for each type of DNFBP.

� For law firms to become compliant it was assessed that the cost would average out at $37.76 per client or matter.

� For accountancy firms to become compliant it was assessed that the cost would average out to be $64.40 per 

client or matter. 

� For a real estate business to become compliant it was assessed that the cost would average out at $355.88 per 

real estate transaction.

The Report identified that the variation in cost per client between lawyers and accountants was in part because 

for some of the designated services the legal profession was already applying controls similar to those required 

by AML/CTF.

37 Deliotte Report https://www.justice.govt.nz/assets/Documents/Publications/aml-phase-2-business-compliance-impacts.pdf
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The Deloitte Report also identified that the reason for the variation of costs between lawyers and accountants was:

� Lawyers have a stable client base with previous experience of providing identity information in relation to legal 

transactions, which allows for efficiency in customer due diligence. 

� A lawyer’s existing ‘Trust Account supervisor’ could become the natural default AML/CTF Compliance Officer, 

where accountants do not usually employ people in similar roles.

� Adapting to the AML/CTF regulations will be less onerous for lawyers than those sectors without similar experience 

of managing legislative requirements. 

� The level of maturity within the accounting sector is quite variable. 

� Client Management Systems are not as centralised as might be anticipated in the accountancy profession, making 

customer due diligence more challenging.

� The franchise model in the accountancy profession may present challenges with both AML/CTF costs, as well as 

clarity of roles and responsibilities.

The Report, as a result, identifies that the legal profession is the most prepared to be able to achieve AML/CTF 

compliance and consequently the cost of compliance for lawyers is 60% of that faced by accountants, and 10% of 

that faced by real estate businesses.

The Deloitte Report also provided insights into the challenges faced by real estate businesses and the challenges of  

AML/CTF compliance:

� The final ‘client’ in a real estate transaction may not be ‘clear-cut’. Through the conveyancing process the proposed 

‘owner’ can again change a number of times before ‘title’ is established. This can present challenges for KYC and 

customer due diligence.

� The significant foreign investor base in the property market can present challenges with identity verification which 

may require more work and a longer timeframe to complete than for a local resident. 

� The franchise model could present challenges with both AML/CTF costs (implementation and ongoing) as well as 

clarity of roles and responsibilities (Franchisor vs. Franchisee). 

� Levels of understanding of ML/TF risks posed by commercial real estate were particularly low.

Whilst the cost estimates in the Deloitte Report were based on a number of assumptions, it is the author’s experience 

that the Deloitte Report’s initial cost estimates are broadly in line with reality.

An initial cost estimate of circa $35,000 is not unrealistic for most DNFBPs, if they follow an in-house model 

of developing AML/CTF compliance without professional expert support. This cost estimate is based on direct 

engagement with over 200 law firms, real estate businesses, and accountants in New Zealand, who estimated a time-

based effort to develop an ML/TF risk assessment and AML/CTF program of between 60 and 100 hours. 

The level of guidance and support that can be given by industry bodies may also be a factor in the cost of compliance 

and the impact on DNFBPs, as many will hope and wait for, material from industry bodies that they could simply adapt 

and/or adopt.  

The reality, however, is that the material provided by industry bodies, due to the risk-based nature of the AML/CTF 

obligations, usually falls short and in all reality will never be able to deliver “turn-key” compliance.
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Challenges Facing DNFBP Sectors
Each of the DNFBP sectors faces its own challenges in achieving AML/CTF compliance. However, some of the 

challenges are consistent across each DNFBP sector. 

One major difference can be in size of business, with most DBFPs having less than 50 employees. A Report in 

September 2016 by Deloitte for the Ministry of Justice identified that 96% of DNFBPs in New Zealand had less 

than 50 employees and over 75% of DNFBPs had less than 20 employees. Our research suggests that this may be 

representative for DNFBPs in all countries, including Australia.

This means that most DNFBPs would not have the dedicated (full or part-time) in-house compliance resources that 

most financial services businesses have in place, because of the myriad of compliance obligations they face.

The variations can also include the type of relationship DNFBPs have with customers compared to financial services 

businesses. Whilst it can be argued that some DNFBPs have ongoing customer relationships, a significant number also 

have many customers that engage them for single or one-off transactions. This would mean that for some DNFBPs 

on-going customer due diligence is not relevant, and transaction monitoring will be focused on a single transaction. 

Most products and services offered by DNFBPs will also involve another reporting entity as part of the transaction. 

Whilst some DNFBP’s products and services are vulnerable to cash, most transactions will involve the flow of funds 

from a regulated financial institution to pay for a product or service. The fact that a DNFBP’s products and service are 

usually connected to other regulated activity may mean that DNFBPs could apply an increased level of reliance on 

other reporting entities.

We have seen that the AML/CTF regulation of other industry sectors has resulted in compliance responses by existing 

regulated entities. Most notable is the money remittance sector which was systematically de-risked in Australia and 

globally once they were brought into the AML/CTF regime.

We could see similar compliance reactions by financial institutions offering products and services to DNFBPs, as 

we have seen to those other regulated entities. However, it should be hoped that financial institutions do not de-risk 

DNFBPs because they are subject to the AML/CTF obligations. 

In line with offering accounts to other regulated entities, including but not limited to correspondent banks and money 

remitters, financial institutions may feel it necessary to mitigate their own ML/FT and AML/CTF risks. This is usually 

done by ensuring an equivalent level of AML/CTF compliance before establishing a relationship and during the life of 

the relationship, by undertaking a review of the other party’s AML/CTF arrangements. 

This creates a significant burden for both the financial institution and the other regulated entity. Whether financial 

institutions feel it necessary to extend this practice to all DNFBPs should be given very careful consideration, as given 

the number of DNFBPs it would create a significant burden for both the financial institution and DNFBPs. 

One of the key challenges raised by the legal profession is the issue of legal privilege and how to balance apparently 

competing requirements. Whilst this is an issue that needs to be carefully worked through, experience from other 

jurisdictions indicates that this issue tends to be over-emphasised by lawyers. In reality, the services likely to be 

covered by AML/CTF do not extend to advice and, as demonstrated throughout this paper, the focus is on the financial 

transaction aspect of legal work and not the advice element which may attract privilege. 

The availability of appropriately skilled and experienced resources in Australia may also present a challenge to DBNFPs 

in addressing, achieving and maintaining AML/CTF compliance. With 14,000 reporting entities there is a significant 

mismatch between the demand and capacity of external service providers, which could become more acute if an 

additional circa 100,000 business are required to become compliant all at once.

Our experience in New Zealand indicates that this is a significant challenge that needs to be considered by AUSTRAC 

when determining how to bring DNFBPs into the AML/CTF regime. 

DNFBPs in New Zealand were not quick to move, and in many cases left it very late is to start thinking about what 

AML/CTF compliance meant for their business and putting in place appropriate responses. This was due to the way 

that the businesses are resourced, and they usually tend to address changes only when they really need to. 
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However, the way that each DNFBP sector reacted, was in part due to the communication from industry associations 

and the timing of regulatory engagement which meant that some businesses did not fully appreciate the challenges 

they faced, how much effort was required and therefore how much time and attention needed to be devoted to 

achieving compliance. 

In New Zealand this resulted in many businesses being set up to take advantage of the revenue opportunity that AML/

CTF for DNFBPs created. However, many of these businesses had very little or no experience in AML/CTF compliance, 

which meant that DNBFPs in some cases have been poorly advised, and despite spending time, effort and money they 

failed to achieve an appropriate level of AML/CTF compliance.

The challenges facing the DNFBP sectors are not insurmountable, they will take careful consideration and therefore 

time to address. However, they can only be really addressed once there is regulatory certainty.

In our experience, it is only once there is regulatory certainty that most parties will be prepared to engage and devote 

appropriate levels of time and resources to address the challenges. 

Addressing the challenges to ensure effective compliance will take cooperation from both within DNFBPs, as well as 

from wider industry and regulatory stakeholders. This includes industry associations, major players in each DNFBP 

sector, vendors and service providers, and other reporting entities that provide services to DNFBPs, and AUSTRAC. 



For more information on how Initialism can help your business 

meet its’ compliance obligations, please contact us on: 

+61 (0) 3 8678 0325  

or email us at  

contact@initialism.com.au

initialism.com.au


