What are the AML/CTF
Governance Obligations?

This Fact Sheet has been prepared based on the future requirements of the AML/CTF regime for
Tranche 2 entities that will commence 1 July 2026.

As a reporting entity, your governance structure must include the following roles:
¢ Governing Body
¢ Senior Manager (s), and
e AML/CTF Compliance Officer

If you are a small business, your senior manager(s) does not have to be independent from your
governing body or AML/CTF compliance officer. In fact, particularly if you are a sole trader or
single employee business, several or all of the above roles can be fulfilled by the same individual.
The focus is on ensuring all responsibilities are allocated appropriately and completed.

If you are an item 54 designated service provider only, you are not
required to comply with the following governance requirements.
However, you should still have appropriate oversight within your
business to address your ML/TF/PF risks.

What is a Governing Body for AML/CTF purposes?

The governing body of your reporting entity will be:
¢ you, if you are a sole trader / sole practitioner, or
¢ the individual, or group of individuals who have primary responsibility for the governance and
executive decisions of your reporting entity (for example, your Board).

The responsibilities of your governing body are:
1.Oversight of:
o the identification and assessment of risk for your ML/TF risk assessment, and
o compliance with your reporting entity’s AML/CTF policies and all relevant obligations
under the AML/CTF regime
2.Take reasonable steps to ensure your reporting entity is:
o appropriately identifying, assessing, managing and mitigating the risks of ML, TF and PF
your business may face when providing its designated services, and
o complying with its AML/CTF policies and all relevant obligations under the AML/CTF
regime

Failure to comply with the responsibilities of the governing body may
result in a civil penalty.
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It's essential that your governing body is:
o sufficiently informed of the risks of ML/TF/PF that your business may reasonably face when
providing designated services, and
« notified in writing of any updates to your business’s ML/TF risk assessment as soon as
practicable after the update has been made.

[ . . , . ..
Z Your AML/CTF policies are defined to include your policies, procedures,
\ systems and controls.

Who is a Senior Manager for AML/CTF purposes?

The senior manager(s) of your business will be an individual who makes, or participates in
making, decisions that affect the whole, or a substantial part of, the business. Depending on the
nature, scale and complexity of your business, you can appoint one or more senior managers.

Your senior manager(s) may, but does not need to, be a member of your executive team such as
a Partner or CEO.

Your senior manager(s) will be responsible for approving and updating your AML/CTF program,
including your:

e ML/TF risk assessment, and

e AML/CTF policies.

In addition, your senior manager(s) are required to approve, or be informed of, certain business
relationships or transactions with customers or service providers. Importantly, your nominated
senior manager(s) must be documented in your AML/CTF policies.

Remember your governing body must be notified in writing of any updates to your business’s
ML/TF risk assessment as soon as practicable after the update has been made.

Who is an AML/CTF Compliance Officer?

A reporting entity must designate an individual to be the AML/CTF compliance officer.

This person must:

¢ be a resident of Australia (if you provide designated services through a permanent
establishment in Australia)

e be a fit and proper person

e be employed or otherwise engaged by your business (reporting entity) at management level,
and

¢ have sufficient authority, independence and access to resources and information to ensure
they can perform their designated functions as an AML/CTF compliance officer.
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The AML/CTF Rules provide additional requirements for determining if an individual is a fit and
proper person, including, but not limited to:
¢ whether the individual possesses the competence, character, diligence, honesty, integrity and
judgement to properly perform the duties of the AML/CTF compliance officer for the reporting
entity
¢ whether the individual is an undischarged bankrupt under the law of Australia or a foreign
country, and
¢ whether the individual has a conflict of interest that will create a material risk that the
individual will fail to properly perform the duties of the AML/CTF compliance officer for the
reporting entity.

The responsibilities of your AML/CTF compliance officer include:
¢ to oversee and coordinate your business’s day-to-day compliance with the AML/CTF Act,
regulations and the AML/CTF Rules
o to oversee, ensure effective operation and compliance with your AML/CTF policies, and
e communicate, on behalf of the business, with AUSTRAC.

This also includes anything that may be incidental or that supports the effective operations of
these responsibilities.

You must appoint an AML/CTF compliance officer no later than 28 days
after the day on which you begin to provide a designated service.

If your AML/CTF compliance officer ceases to be eligible, you have 28
days to appoint another eligible individual as your AML/CTF compliance
officer.

Need more information?

Check out the following resources:
e AML/CTF Reforms
o Fact Sheet: What is an AML/CTF Program?
e Fact Sheet: Can you outsource your AML/CTF obligations?
o AML/CTF Glossary

Stay informed!
Sign up to Holley Nethercote’s AML/CTF Updates and access our complimentary
AML/CTF ‘Getting Ready’ workbook

Email our AML/CTF experts with your queries at am!@hnlaw.com.au

This fact sheet is a summary only intended to promote and assist discussion. The
document is subject to a Creative Commons Licence — www.creativecommons.org.
The author is Holley Nethercote Pty Ltd (ACN 068 367 046) trading as Holley
Nethercote Lawyers and trading as Holley Nethercote Compliance. Liability limited

W: www.hnlaw.com.au by a scheme approved under Professional Standards Legislation. HN Documents
E: info@hnlaw.com.au is a service provided by Holley Nethercote Compliance. To attribute the author,
Ph: +61 9670 8200 please provide this link to www.hnlaw.com.au. This fact sheet does not constitute

legal advice, and is current as at May 2025.
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