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About this manual  
 

 

Welcome to the Strategi Institute AML/CFT Manual. This manual has all the material you will need to 

ŜƴŀōƭŜ ȅƻǳ ǘƻ ƳŜŜǘ ȅƻǳǊ ΨǊŜǇƻǊǘƛƴƎ ŜƴǘƛǘȅΩ obligations under the Anti-Money Laundering and 

Countering Financing of Terrorism Act 2009 (hereafter referred to as the Act).  In particular, the 

manual will provide you with the key information, processes and templates to undertake your 

mandatory risk assessment and develop your tailored AML/CFT policies and procedures. 

 

On 10 August 2017, the Anti-Money Laundering and Countering Financing of Terrorism Amendment 

Act 2017 was passed to bring real estate agents into its fold from 1 January 2019 (if they provide 

certain specified services, set out in the definition of designated non-financial business or profession 

(DNFBP) in section 5(1) of the Act, in the ordinary course of business). There was no transition period 

so real estate agents with obligations under the Act have been required to comply from 1 January 

2019. 

 

This manual is designed primarily for small- to medium-sized real estate agencies with 2-20 staff, 

when they conduct captured activities which fall within the scope of the Act. The manual can be 

used by larger real estate agencies, but the methodologies suggested here may be too simplistic. 

Larger real estate agencies may have dedicated in-house compliance staff and may require 

sophisticated systems and processes to be put in place to handle specific ML/FT (money laundering/ 

financing of terrorism) risks they are likely to face. Our sister company, Strategi Limited, will be 

happy to provide tailored advice to these larger real estate agencies. 

 

This manual is to be used as a guide only and suggests the level of detail that an AML/CFT risk 

assessment and AML/CFT programme should contain in order to be compliant with the current 

regulation, legislation, and the Code of Professional Conduct and Client Care. Do not automatically 

accept the suggested template wording that is provided. Your policies and procedures MUST be 

relevant to your agency and the risks it faces. Accordingly, there will be sections of this manual that 

can be deleted or modified to suit your requirements. 

 

In 2013 the Act was introduced in New Zealand, and banks, casinos and a range of financial service 

providers (collectively known as Phase 1 reporting entities) came under its grip. Strategi Group 

(comprising Strategi Limited, and Strategi Institute Limited) was a key player in assisting these 

reporting entities to get up to speed quickly with the then new AML/CFT compliance regime. Using 

that accumulated experience, and expertise, Strategi Institute can provide you with ongoing 

AML/CFT assistance via education programmes, while Strategi Limited can provide you with your 

three-yearly AML/CFT audit. 
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In preparing this manual, Strategi Institute referred to the Act and relevant regulations, the relevant 

joint supervisory guidelines published by the AML/CFT supervisors, Codes of Practice, National Risk 

Assessment 2019 (FIU), the Designated Non-Financial Businesses and Professions and Casinos Sector 

Risk Assessment - December 2019 (by the Department of Internal Affairs (DIA)), the AML/CFT Risk 

Assessment and Programme: Prompts and Notes for DIA reporting entities ς December 2017, User 

Guide: Annual AML/CFT Report by Designated Non-Financial Businesses and Professions ς March 

2018 (published by the DIA), the Amended Identity Verification Code of Practice 2013, the Identity 

Verification Code of Practice ς Explanatory Note updated in July 2021, the Guideline:  Real Estate 

Agents published, in August 2018, by the DIA including the new regulation for nominee directors and 

nominee general partners July 21, the Anti-Money Laundering and Countering Financing of 

Terrorism (Definitions) Amendment Regulations (No 2) 2023; Anti-Money Laundering and 

Countering Financing of Terrorism (Requirements and Compliance) Amendment Regulations 2023, 

guidelines updated and issued by the AML/CFT supervisors in April and May 2024 that include 

Ψ.ŜƴŜŦƛŎƛŀƭ hǿƴŜǊǎƘƛǇ DǳƛŘŜƭƛƴŜΩ, Enhanced Customer Due Diligence GuidelineΩΣ Ψ/ǳǎǘƻƳŜǊ 5ǳŜ 

5ƛƭƛƎŜƴŎŜΥ /ƻƳǇŀƴƛŜǎ DǳƛŘŜƭƛƴŜΩ, /ǳǎǘƻƳŜǊ 5ǳŜ 5ƛƭƛƎŜƴŎŜΥ [ƛƳƛǘŜŘ tŀǊǘƴŜǊǎƘƛǇǎ DǳƛŘŜƭƛƴŜΩ and 

Ψ/ǳǎǘƻƳŜǊ 5ǳŜ 5ƛƭƛƎŜƴŎŜΥ ¢Ǌǳǎǘǎ DǳƛŘŜƭƛƴŜΩ. 

Please note: 

1. The word customer is used in some instances, and the word client in others. This is because 

the Act uses the word customer when describing some matters such as customer due 

diligence, whereas the real estate profession (and the Real Estate Agents Act 2008) uses the 

word client. We have attempted to map this usage in the manual. As a result, when the 

context is the Act, it refers to customer. When the context is other than the Act, client is used.  

2. Real estate agents fall under the designated non-financial business practice category as 

provided by s 5(a) of the Act. To maintain consistency with the Act and the Real Estate Agents 

!Ŏǘ нллуΣ ǘƘƛǎ Ƴŀƴǳŀƭ ǿƛƭƭ ǊŜŦŜǊ ǘƻ ǘƘŜ ΨŀƎŜƴŎȅΩ ǊŀǘƘŜǊ ǘƘŀƴ ΨōǳǎƛƴŜǎǎΩΣ ΨŎƻƳǇŀƴȅΩΣ ƻǊ ΨŦƛǊƳΩΦ 

 

For more information contact: 
 

David Greenslade, BA, MBA, Dip Mgt, Dip Bus Studies (PFP), MIML, MInstD 

Strategi Institute Limited 

Executive Director 

Tel: + 64 9 414 1302 

Mob: +64 21 400 600 

david.greenslade@strategi.co.nz 

www.strategi.co.nz  

   

Disclaimer: The authors, consultants, editors plus the directors and staff of Strategi Institute Limited expressly disclaim all and any liability 
and responsibility to any person, whether a purchaser or reader of this publication or not, in respect of anything, and of the consequences 
of anything, done or omitted to be done by any such person in reliance, whether wholly or partially, upon the whole or any part of the 
contents of this publication. No responsibility is taken by Strategi Institute Ltd for any omissions or errors in your own specific AML/CFT 
manual. Nothing contained in this manual is, and should be construed as, legal advice and should not be relied upon without first seeking 
independent advice.  

mailto:david.greenslade@strategi.co.nz
http://www.strategi.co.nz/
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Document control  
 

 
Serial 

 
Version number/details of amendment 

 
Author 

 
Date 

1 New document version 1  D Greenslade 1 September 2018 
2 a. Updated Financing of Terrorism section to 

include expanded description. 

b. Updated sector risk assessment (SRA) 

National Money Laundering and Terrorism 

Financing Risk Assessment, released by the 

Financial Intelligence Unit (FIU) of NZ Police 

in, November 2019. 

c. Addition of Wire Transfers section. 

d. Updated Corruptions Perception Index to 

reflect 2019 results. 

e. Amended risk assessment in relation to tax 

returns. 

Addition of Annual Report section in 

AML/CFT Programme template. 

V Ciurlionis 1 October 2020 

3 a. Updated ŀƭƭ ǊŜŦŜǊŜƴŎŜǎ ǘƻ Ψǘǿƻ ȅŜŀǊΩ ŀǳŘƛǘ 

under s59 of AML/CFT ActΣ ǘƻ ΨǘƘǊŜŜ ȅŜŀǊΩΦ 

b. Amended CDD and enhanced CDD 

references throughout document to reflect 

need to conduct CDD and enhanced CDD on 

nominee directors, shareholders and 

general partners. 

c. Updated to reflect changes introduced by 

AML/CFT (Definitions) Amendment 

Regulations 2021 

d. Add definition of designated business group 

in section 1.11 

J Ganly 21 September 2021 

4 Updated all references to the most up to 
date documents released by authors. 

R McGee 
 

5 Updated to reflect applicable changes in stages 
1 and 2 introduced by  

¶ Anti-Money Laundering and Countering 

Financing of Terrorism (Definitions) 

Amendment Regulations (No 2) 2023 

¶ Anti-Money Laundering and Countering 

Financing of Terrorism (Requirements 

and Compliance) Amendment 

Regulations 2023 

Considered the following guidelines issued by 
the AML/CFT supervisors in April 2024: 

¶ ¦ǇŘŀǘŜŘ Ψ.ŜƴŜŦƛŎƛŀƭ hǿƴŜǊǎƘƛǇ 

DǳƛŘŜƭƛƴŜΩ 

A Alvarado/ D 
Greenslade 

6 June 2024 
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¶ Updated Enhanced Customer Due 

5ƛƭƛƎŜƴŎŜ DǳƛŘŜƭƛƴŜΩ 

¶ Updated Ψ/ǳǎǘƻƳŜǊ 5ǳŜ 5ƛƭƛƎŜƴŎŜΥ 

/ƻƳǇŀƴƛŜǎ DǳƛŘŜƭƛƴŜΩ 

¶ Customer Due Diligence: Limited 

tŀǊǘƴŜǊǎƘƛǇǎ DǳƛŘŜƭƛƴŜΩ 

Considered guideline issued in May 2024: 
¦ǇŘŀǘŜŘ Ψ/ǳǎǘƻƳŜǊ 5ǳŜ 5ƛƭƛƎŜƴŎŜΥ ¢Ǌǳǎǘǎ 

DǳƛŘŜƭƛƴŜΩ 
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Developing your AML/CFT programme 
 

  
 

Step 1

ωRead Strategi Institute AML/CFT 
Manual

Step 2
ωAppoint AML/CFT Compliance Officer

Step 3
ωUndertake risk assessment

Step 4
ωEstablish AML/CFT programme

Step 5
ωImplement AML/CFT

Undertake AML/CFT 
training on Radar 
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1.0 Introduction 

bŜǿ ½ŜŀƭŀƴŘΩǎ !a[κ/C¢ ǊŜƎƛƳŜΣ ŘƛǊŜcted at combating transnational and organised crime, is 

comprised of two phases: Phase 1, and Phase 2.  

 

Phase 1, which came into effect on 30 June 2013, applied the AML/CFT regime to banks, casinos, and 

financial institutions.  

 

Phase 2 came into effect via the Anti-Money Laundering and Countering Financing of Terrorism 

Amendment Act 2017. Phase 2 applied the AML/CFT regime to lawyers, conveyancers, accountants in 

practice, real estate agents (all collectively known as Designated Non-Financial Businesses or 

Professions (DNFBPs)), sports and race betting, and businesses that deal in certain high-value goods 

(e.g. cars, boats, jewellery, precious metals and stones, artefacts and art).  

 

As per the implementation schedule for Phase 2, the AML/CFT regime has applied to real estate 

agents since 1 January 2019. 

 

The purposes of the AML/CFT Act are to: 

¶ detect and deter money laundering and the financing of terrorism (ML/FT); and 
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¶ Ƴŀƛƴǘŀƛƴ ŀƴŘ ŜƴƘŀƴŎŜ bŜǿ ½ŜŀƭŀƴŘΩǎ ƛƴǘŜǊƴŀǘƛƻƴŀƭ ǊŜǇǳǘŀǘƛƻƴ ōȅ ŀŘƻǇǘƛƴƎΣ ǿƘŜǊŜ ŀǇǇǊƻǇǊƛŀǘŜ 

in the New Zealand context, recommendations issued by the Financial Action Task Force (FATF); 

and 

¶ contribute to public confidence in the financial system. 

 

Phase 2 implementation improves ǘƘŜ ƛƴǘŜƎǊƛǘȅ ŀƴŘ ǎǘŀōƛƭƛǘȅ ƻŦ bŜǿ ½ŜŀƭŀƴŘΩǎ ŦƛƴŀƴŎƛŀƭ ǎȅǎǘŜƳǎ ōȅ 

expanding the transparency of financial transactions in New Zealand. This will give our international 

partners greater comfort when dealing with New Zealand businesses and ensure international trading 

opportunities remain open to New Zealand entities. 

 

bŜǿ ½ŜŀƭŀƴŘΩǎ !a[κ/C¢ ǊŜƎƛƳŜ was evaluated by the FATF in 2020.  The findings were issued in a 

report dated April 2021 (Refer to the DIA website). It is important that our AML/CFT regime is 

assessed as being ōƻǘƘ ǘŜŎƘƴƛŎŀƭƭȅ ŎƻƳǇƭƛŀƴǘ ŀƴŘ ŜŦŦŜŎǘƛǾŜΦ ¢Ƙƛǎ ƛǎ ōŜŎŀǳǎŜ bŜǿ ½ŜŀƭŀƴŘΩǎ !a[κ/C¢ 

regime ς or any perceived gaps in it ς ŘƛǊŜŎǘƭȅ ŀŦŦŜŎǘǎ bŜǿ ½ŜŀƭŀƴŘΩǎ ƛƴǘŜǊƴŀǘƛƻƴŀƭ ǘǊŀŘŜ ǊŜǇǳǘŀǘƛƻƴ. 

 

 

1.1 Territorial scope of the Act 

¢ƘŜ !Ŏǘ ŀǇǇƭƛŜǎ ǘƻ ŜƴǘƛǘƛŜǎ ŎŀǊǊȅƛƴƎ ƻǳǘ ŎŜǊǘŀƛƴ ǎǇŜŎƛŦƛŜŘ ŀŎǘƛǾƛǘƛŜǎ ƛƴ bŜǿ ½ŜŀƭŀƴŘ όƪƴƻǿƴ ŀǎ ΨǊŜǇƻǊǘƛƴƎ 

ŜƴǘƛǘƛŜǎΩύΦ LŦ ǘƘŜ ǎǇŜŎƛŦƛŜŘ ŀŎǘƛǾƛǘƛŜǎ ŀǊŜ ŎŀǊǊƛŜŘ ƻǳǘ ǿƘƻƭƭȅ ƻǳǘǎƛŘŜ bŜǿ ½ŜŀƭŀƴŘ, then the Act does not 

apply. In such cases, the AML/CFT obligations prevailing (if any) in the jurisdiction from where the 

financial activities are carried out may apply. 

 

 

1.2 Definitions 

Money Laundering (ML): a[ ƛǎ ǘƘŜ ǇǊƻŎŜǎǎ ƻŦ ƳŀƪƛƴƎ ΨŘƛǊǘȅΩ ƳƻƴŜȅΣ ƻōǘŀƛƴŜŘ ǘƘǊƻǳƎƘ ƛƭƭŜƎŀƭ activities, 

ƭƻƻƪ ΨŎƭŜŀƴΩ ŀƴŘ ǎǘǊƛǇ ƛǘ ƻŦ ƛǘǎ ŎǊƛƳƛƴŀƭ ǇŀǎǘΦ Lƴ a[Σ ǘƘŜ ƻǊƛƎƛƴŀƭ ǎƻǳǊŎŜ ƻŦ ǘƘŜ ƳƻƴŜȅ ƛǎ ΨƛƭƭŜƎƛǘƛƳŀǘŜΩΦ 

 

ML typically happens in three stages:  

1. Placement: ¢ƘŜ ǇǊƻŎŜŜŘǎ ƻŦ ŎǊƛƳƛƴŀƭ ŀŎǘƛǾƛǘƛŜǎ ŀǊŜ ΩǇƭŀŎŜŘΩ ƻǊ ƛƴǘǊƻŘǳŎŜŘ ƛƴǘƻ ǘƘŜ ŦƛƴŀƴŎƛŀƭ 

system.  

2. Layering: Layering involves a single transaction or series of multiple complex transactions. The 

objective is to return the dirty money back to the launderer in a manner that appears to be 

legitimate income. E.g. the buying and selling of real estate or the buying and selling of 

securities through an unregistered or registered trading platform such as NZX.  

3. Integration: ¢ƘŜ ƭŀǳƴŘŜǊŜǊ ǊŜƛƴǘŜƎǊŀǘŜǎ ǘƘŜ ΨƭŀǳƴŘŜǊŜŘ ŀƴŘ ŎƭŜŀƴǎŜŘΩ ŦǳƴŘǎ ōŀŎƪ ŦƻǊ ǘƘŜƛǊ ǳǎŜ 

through the normal financial system. 
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Terrorist Financing (TF): TF is providing financial support to terrorists. The source of money involved in 

TF can be legitimate, unlike ML. 

 

To understand the linkage between money laundering and financing of terrorism, it may help to know 

that the methods used to launder money are essentially the same as those used to hide the sources of 

funds and their uses for terrorist financing. Funds used to support terrorism may originate from 

legitimate sources, criminal activities or both. If the source can be concealed, it remains available for 

future terrorist financing activities. Similarly, it is important for terrorists to conceal the use of the 

funds so that the financing activity goes undetected. 

 

 

1.3 When does the Act apply? 

The Act applies to a real estate agent who carries out, in the ordinary course of business, one or more 

activities described in the definition of designated non-financial business or profession (DNFBP).  

Section 5(1) of the Act describes these activities: 

a. acting as a formation agent of legal persons or legal arrangements (e.g. setting up trusts, or 

companies for clients); 

b. acting as, or arranging for a person to act as, a nominee director or nominee shareholder or trustee 

in relation to legal persons or legal arrangements; 

c. providing a registered office or a business address, a correspondence address, or an administrative 

address for a company, or a partnership, or any other legal person or arrangement (unless it's 

solely for a service which isn't covered by the Act); 

d. managing client funds (other than sums paid as fees for professional services), accounts, securities, 

or other assets;  

e. providing real estate agency work to effect a transaction; and 

f. engaging in or giving instructions on behalf of a customer to another person for any conveyancing, 

a transaction, the transfer of a beneficial interest in land or other real property, and other 

transactions listed in section 5(1). 

The terms Ψreal estate agency workΩ and ΨtransactionΩ are defined in section 4(1) of the Real Estate 
Agents Act 2008 and are explained below: 

 

 

Real estate agency work: 

a. means any work done or services provided, in trade, on behalf of another person for the 

purpose of bringing about a transaction; and 

b. includes any work done by a branch manager or salesperson under the direction of, or on 

behalf of an agent to enable the agent to do the work or provide the services described in 

paragraph (a); but does not include: 
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i. the provision of general advice or materials to assist owners to locate and negotiate with 

potential buyers; or 

ii. the publication of newspapers, journals, magazines, or websites that include 

advertisements for the sale or other disposal of any land or business; or 

iii. the broadcasting of television or radio programmes that include advertisements for the 

sale or other disposal of any land or business; or 

iv. the lending of money on mortgage or otherwise; or 

v. the provision of investment advice; or 

vi. the provision of conveyancing services within the meaning of the Lawyers and 

Conveyancers Act 2006. 

 

Transaction means any 1 or more of the following: 

a. the sale, purchase, or other disposal or acquisition of a freehold estate or interest in land; 

b. the grant, sale, purchase, or other disposal or acquisition of a leasehold estate or interest in 

land (other than a tenancy to which the Residential Tenancies Act 1986 applies); 

c. the grant, sale, purchase, or other disposal or acquisition of a licence that is registrable under 

the Land Transfer Act 2017; 

d. the grant, sale, purchase, or other disposal or acquisition of an occupation right agreement 

within the meaning of the Retirement Villages Act 2003; and 

e. the sale, purchase, or other disposal or acquisition of any business (either with or without 

any interest in land). 

 

Example 

Lucy Best is a real estate agent holding a real estate agentΩǎ licence issued by The Real Estate 

Authority (REA). Lucy is engaged by Joe Bloggs to sell his investment property. As part of the work, 

Lucy: 

 

a. Provides guidance to Joe about how to prepare the property for sale, and  

b. Undertakes marketing of the property in local real estate publications. 

In addition to the above, Lucy obtains a LIM report for the property, organises open homes, keeps a 

list of potential buyers and the offers made by them, and presents those offers to Joe. Lucy explains 

how to complete the sale, and purchase agreement and recommends a few legal firms for 

undertaking the conveyancing. 

 

In the above example, the work done by Lucy, except for the work ŘŜǎŎǊƛōŜŘ ƛƴ ΨŀΩΣ ŀƴŘ ΨōΩ, 

constitutes real estate agency work. The work done is for the purpose of bringing about the sale of 

the investment property (i.e. the transaction is the sale of the investment property). 

 

f. Engaging in, or giving instructions on behalf of a client to: 

- carry out a real estate transaction (as defined in section 4(1) of the Real Estate Agents Act 

2008); 

http://www.legislation.govt.nz/act/public/2008/0066/latest/link.aspx?id=DLM364938#DLM364938
http://www.legislation.govt.nz/act/public/2008/0066/latest/link.aspx?id=DLM364938#DLM364938
http://www.legislation.govt.nz/act/public/2008/0066/latest/link.aspx?id=DLM94277#DLM94277
https://www.legislation.govt.nz/act/public/2017/0030/latest/DLM6731032.html#DLM6731002
http://www.legislation.govt.nz/act/public/2008/0066/latest/link.aspx?id=DLM220364#DLM220364
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- carry out a transaction on behalf of any person in relation to the buying, transferring or selling 

of a business or legal person (for example, a company) and any other legal arrangement; 

- creating, operating, and managing a legal person and any other legal arrangement; or 

- transfer a beneficial interest in land or other real property. 

 

hŦ ǘƘŜ ƭƛǎǘ ƻŦ ŀŎǘƛǾƛǘƛŜǎ ŘŜǎŎǊƛōŜŘ ƛƴ ΨŀΩ ǘƻ ΨŦΩ ŀōƻǾŜ, real estate agents most likely carry out, in the 

ordinary course of business, the two activities below: 

i. Real estate agency work; and 

ii. Managing client funds. 

Accordingly, the Act will apply to the real estate agents when they carry out one or both of the above 

two activities. 

 

 

1.4 When does the Act not apply? 

Property management activities undertaken by the real estate agents (including managing client funds 

when providing property management activities) are excluded from the Act. This exclusion is under 

Regulation 21B of the AML/CFT (Definitions) Regulations 2011. Accordingly, the following activities are 

not captured by the Act: 

a. Negotiating with prospective residential tenants on behalf of clients (broadly the work of finding 

residential tenants, and negotiating residential rentals etc.); 

b. Collecting, holding or disbursing money for the use, maintenance, or repairs, improvement or 

oversight of any property (commercial or residential); and 

c. Handling money (e.g. holding or making payments) for the advertising of any property (commercial 

or residential). 

Note: Acting, or offering to act, for reward in respect of the negotiation, grant approval, or assignment 

of a tenancy agreement for commercial premises (whether described as a lease, tenancy agreement, 

right to occupy, or otherwise) in relation to commercial premises (within the meaning of section 

2(1) of the Residential Tenancies Act 1986) is not a Ψproperty management activityΩ. 

 

Reporting entities are exempt from all provisions of the Act when they provide a relevant service, that 

usually attracts AML/CFT obligations, to a recipient who is related (i.e. a ΨǊŜƭŀǘŜŘ ŜƴǘƛǘȅΩ). This 

exclusion is found in Regulation 16 of the AML/CFT (Exemptions) Regulations 2011. Accordingly, a 

reporting entity (A) ƛǎ ΨǊŜƭŀǘŜŘΩ ǘƻ ǘƘŜ ƻǘƘŜǊ ǇŀǊǘȅ, the recipient of the services (B) if: 

a) B is !Ωǎ ƘƻƭŘƛƴƎ ŎƻƳǇŀƴȅ ƻǊ ǎǳōǎƛŘƛŀǊȅ, 

b) There is another body corporate to which A and B are both related, 

c) A controls B, or vice versa, 

d) A and B are both controlled by a third person, 

e) A and B are in partnership,  
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f) The businesses of A and B are carried on in a way so that the separate businesses are not 

readily identifiable. 

Note: This is not an exhaustive list ƻŦ ǇŀǊǘƛŜǎ ǘƘŀǘ Ƴŀȅ ōŜ ΨǊŜƭŀǘŜŘ ŜƴǘƛǘƛŜǎΩ ŀƴŘ ǘƘŜǊŜŦƻǊŜ ŜȄŜƳǇǘ ŦǊƻƳ 

the AML/CFT Act in relation to services provided by A to B. See Regulation 16 of the AML/CFT 

(Exemptions) Regulations 2011 for the complete list. 

 

 

1.5 What does Ψordinary course of businessΩ mean? 

The Act applies to a real estate agent only if they undertake the activities described in the definition of 

5bC.t ƛƴ ǘƘŜ ΨƻǊŘƛƴŀǊȅ ŎƻǳǊǎŜ ƻŦ ōǳǎƛƴŜǎǎΩ όǳƴƭŜǎǎ ŀƴȅ ǊŜƎǳƭŀǘƛƻƴ ƻǊ ƴƻǘƛŎŜ Ƙŀǎ ŘŜŎƭŀǊŜŘ ǘƘŜ ōǳǎƛƴŜǎǎΣ 

i.e. the real estate agency, not to be a reporting entity for the purposes of the Act). The two activities 

that real estate agents are most likely to carry out are real estate agency work to effect a transaction 

and managing client funds. 

 

The other activities (described in the definition of DNFBP) are less likely to be relevant to real estate 

agents. These activities are: 

¶ Acting as a formation agent for legal persons or legal arrangements; 

¶ Acting as, or arranging someone to act as, a nominee director, nominee shareholder or 

trustee; and 

¶ Providing an office or address for a company or legal arrangement. 

 

 If, however, real estate agents conduct any of the above activities in the ordinary course of business, 

then it is important to understand what ordinary course of business means. This is explained below. 

 

Arriving at a conclusion whether (or not) an activity undertaken is, or is likely to be, in the ordinary 

course of business is largely a matter of common sense, or judgement. On that basis, a real estate 

agency should consider certain factors that may assist in determining whether (or not) an activity is 

ƭƛƪŜƭȅ ǘƻ ōŜ ŎƻƴǎƛŘŜǊŜŘ Ψƛƴ ǘƘŜ ƻǊŘƛƴŀǊȅ ŎƻǳǊǎŜ ƻŦ ōǳǎƛƴŜǎǎΩ ŀƴŘ ƘŜƴŎŜ ŎŀǳƎƘǘ ǳƴŘŜǊ ǘƘŜ !ŎǘΦ {ƻƳŜ ƻŦ 

the factors are: 

a. How frequently is the activity undertaken? If it is undertaken regularly, then it is likely to be 

considered in the ordinary course of business. 

b. Have significant resources (e.g. staff) been allocated for undertaking the activity? If yes, then it 

is likely to be considered in the ordinary course of business. 

c. Is that activity advertised on the website, or marketing brochures? If yes, then it is likely to be 

with the intention to generate revenue and so likely to be considered in the ordinary course of 

business. 
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It is important to consider the above factors together when determining whether an activity 

ǳƴŘŜǊǘŀƪŜƴ ƛǎ όƻǊ ƛǎ ƭƛƪŜƭȅ ǘƻ ōŜύ Ψƛƴ ǘƘŜ ƻǊŘƛƴŀǊȅ ŎƻǳǊǎŜ ƻŦ ōǳǎƛƴŜǎǎΩΦ 

 

 

1.6 Role of real estate agents in AML/CFT 

Some of the services provided by real estate agents are often used by criminals to hold and move 

funds without being detected. The FIU has stated that the real estate sector is highly susceptible to ML 

as its research indicates that real estate is ǘƘŜ ƳƻƴŜȅ ƭŀǳƴŘŜǊƛƴƎ ΨŀǎǎŜǘ ƻŦ ŎƘƻƛŎŜΩ.1 The professional 

services provided by real estate agents are attractive to money launderers because they are widely 

available. Buying and selling property assists in disguising the origin of funds. In addition, the buying 

and selling of property involves high-value transactions which allows offenders to move large amounts 

of laundered funds without raising suspicion. An offenderΩs relationship with a real estate agent will 

usually be of a short duration, further aiding the offender in avoiding detection.  

 

Effectively, the services offered by real estate agents create additional steps in the ML/FT chain by real 

estate being used to introduce illicit funds into the legitimate economy. Due to the sheer amount of 

real estate transactions nationally each year, the real estate sector has been assessed as having a 

medium-high inherent risk of ML/FT by the DIA in the Designated Non-Financial Businesses and 

Professions and Casinos Sector Risk Assessment - December 2019. 

 

1.7 AML/CFT ς ŀ ΨǊƛǎƪ-ōŀǎŜŘΩ ǊŜƎƛƳŜ 

bŜǿ ½ŜŀƭŀƴŘ Ƙŀǎ ŀŘƻǇǘŜŘ ŀ ΨǊƛǎƪ-ōŀǎŜŘΩ ŀǇǇǊƻŀŎƘ ǘƻ !a[κ/C¢Φ ¢Ƙƛǎ ǿƛƭƭ ōŜ ƻƴŜ ƻŦ ǘƘŜ ōƛƎƎŜǎǘ 

challenges facing real estate agencies having AML/CFT obligations. In a risk-based regime, no 

prescriptive guidance is available on how to comply. Each real estate agency (that is a reporting entity) 

is required to identify and assess their ML/FT risks and implement systems and controls to adequately 

mitigate the identified risks. The upside of this approach is the flexibility for the reporting entity to 

ǘŀǊƎŜǘ ǘƘŜ ŀǾŀƛƭŀōƭŜ ǊŜǎƻǳǊŎŜǎ ŀǘ ΨƘƛƎƘ-ǊƛǎƪΩ ŀǊŜŀǎ and minimise the compliance costs.  

 

A risk-based approach recognises that there can never be a zero-risk situation. Every client type, 

service, or transaction presents some degree (no matter how small) of ML/FT risk, and reporting 

entities must determine the level of ML/FT exposure they can tolerate. The risk-based approach does 

not exempt low-risk clients, and services from being subject to AML procedures. It is only that the 

appropriate procedures will be less onerous than for those thought to present a higher level of risk. 

  

 

 
1 Designated Non-Financial Businesses and Professions and Casinos Sector Risk Assessment - December 2019 
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For real estate agents, the risk-based approach allows the flexibility to approach AML/CFT obligations 

using specialist skills and responsibilities. This requires real estate agents to take a wide and objective 

view of their activities and clients and have a good understanding of the ML/FT risks and be able to 

exercise sound judgement. This, in turn, requires the building of expertise including for example, 

through training, recruitment, taking professional advice, and learning by doing.  

 

The alternative, and likely sub-optimal, approach is that resources are either applied evenly, or that 

resources are targeted, but on the basis of factors other than risk. This can inadvertently lead to a tick-

box approach with a focus on meeting regulatory requirements rather than on combating money 

laundering or terrorist financing efficiently and effectively.  

 

However, a risk-based approach is not without its challenges. Real estate agents may find that some 

staff members are uncomfortable making risk-based judgements. This may lead to overly cautious 

decisions, or disproportionate time spent documenting the rationale behind a decision. This may also 

be true at various levels of management of real estate agencies. To make it worse, in situations where 

management fails to recognise, or underestimates, the risks, a culture may develop that allows for 

inadequate resources to be devoted to compliance, leading to potentially significant compliance 

failures.  

 

 

1.7.1 How to implement a risk-based AML/CFT regime 

A risk-based approach involves taking the following steps:  

¶ Identify and assess the ML/FT risks arising from particular clients, services, and the 

geographical areas of operation of the agency and its clients (this is explained in Section 

Three, Preparing the risk assessment); 

¶ Manage and mitigate the assessed risks by the application of appropriate and effective 

measures, procedures and controls (this is explained in Section Four, Developing an AML/CFT 

programme); 

¶ Continuously monitor the procedures and controls put in place to combat ML/FT risks; and  

¶ Ensure through initial and ongoing training, uniform application of the procedures, and 

controls across the agency.  

 

What does this mean for you? 

LŦ ȅƻǳǊ ŀƎŜƴŎȅ ƛǎ ǊŜƭŀǘƛǾŜƭȅ ǎƳŀƭƭΣ ǿƛǘƘ ƻƴƭȅ ƭƻǿ Ǌƛǎƪ ŎƭƛŜƴǘǎ όŜΦƎΦ ΨaǳƳ ŀƴŘ 5ŀŘΩ ǘȅǇŜ ŎƭƛŜƴǘǎύ ƻǊ 

consists mainly of clients you have previously dealt with and you deal in simple and straightforward 

sales and purchases, then a risk-based regime means your risk assessment and AML/CFT 

programme could be relatively short and simple. 
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1.8 Real estate agentsΩ key AML/CFT obligations 

If you are a reporting entity, your key AML/CFT obligations are: 

¶ Appointment of an AML/CFT compliance officer within the agency; 

¶ A written risk assessment; and 

¶ An AML/CFT programme including your policies, procedures, and controls for: 

- Managing and mitigating the risks identified in the risk assessment 

- Vetting of staff (if you have any) 

- Training of relevant staff (if you have any) 

- Applying appropriate customer due diligence (CDD) 

- Reporting suspicious activities  

- Reporting prescribed transactions 

- Ensuring adequate record keeping 

- Managing, and mitigating risks of ML/FT 

- Keeping the AML/CFT programme up-to-date 

- Preventing products and/or transactions that favour anonymity being used for ML/FT 

- Ensuring your agency adheres to its AML/CFT programme 

- Reviewing your AML/CFT programme and getting it audited.  

 

1.9 Consequences for non-compliance with the Act 

A reporting entity that fails to comply with the various requirements of the AML/CFT Act may face 

penalties ranging from a formal warning or enforceable undertakings, (this is an undertaking of a 

certain course of action a reporting entity makes to an AML/CFT supervisor, which is enforceable by 

law), to serious criminal and civil penalties.  

Penalties range from fines up to $200,000 for an individual, and up to $2 million for entities. Examples 

of breaches could include failure to conduct CDD as prescribed; failure to establish, implement, or 

maintain an AML/CFT programme; failure to keep records, and failure to submit prescribed 

transactions report. 

 

Certain offences (such as relating to suspicious activity reports) can attract a fine up to $300,000 

and/or a term of imprisonment up to two years for individuals, and a fine up to $5 million for an 

entity. 

 

Note: The information above relating to breaches and penalties is for illustrative purposes only.  This is 

not an exhaustive list of offences and penalties under the AML/CFT Act. Refer to Part 3 of the Act for 

complete information relating to offences and penalties. 
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1.10  Annual report 

Every year (or as required by the DIA) you MUST file an annual report.  The report must be in the 

prescribed form and submitted between 1 July and 31 August each year to cover the preceding 12 

months until 30 June. 

 

The annual report provides information to the DIA about how you are complying with your obligations 

under the Act. 

 

Refer to Appendix 10 for details of the information that must be contained in the annual AML/CFT 
Report.  The form and the content of the annual report is prescribed by Schedule 2A of The Anti-
Money Laundering and Countering Financing of Terrorism (Requirements and Compliance) Regulations 
2011. 
 
 

1.11 Designated Business Groups (DBG) 

A member of a designated business group (DBG) can rely on another member to carry out some 

obligations on their behalf, as set out in section 32 of the Anti-Money Laundering and Countering 

Financing of Terrorism Act 2009 (the Act). These obligations include conducting the risk assessment, 

parts of an AML/CFT programme, and making suspicious activity reports or prescribed transaction 

reports.  

 

A designated business group is defined in section 5(1) of the Act. 

Related real estate agents or subsidiaries of real estate agents can form DBGs in some cases, where 

each member is a reporting entity in New Zealand (or the equivalent in another country that has 

sufficient AML/CFT systems and that is supervised or regulated for AML/CFT purposes). Additionally, 

other related entities, companies, limited partnerships, law firms, conveyancers, trusts etc can form 

DBGs if they satisfy the definition in the Act.  

 

Refer to Section 5(1) of the Act for the full definition of a designated business group. 
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Section Two: AML/CFT checklists 

Contents 
 

2.0       Introduction ................................................................................................................................. 1 

2.1 Risk assessment checklist . ......................................................................................................... 2 

2.2 AML/CFT programme checklist................................................................................................... 6 

 
 

2.0 Introduction 

You must prepare two key documents to meet the requirements of the Act. These are: 

1. A risk assessment; and  

2. An AML/CFT programme. 

 

The following two checklists contain a series of questions/activities that need to be 

considered/undertaken when developing these documents for your agency.  

 

It is important to understand that meeting the requirements is more than just creating the 

documents. The reporting entity actually needs to undertake the work - not just follow a template.  

 

Work your way through each question/activity and cross reference to the guidance provided in 

Sections Three and Four of this manual for further explanation on what is required.  

 

These checklists may need to be provided at a later date to your AML/CFT auditor, or any other 

person who needs information on how the ŀƎŜƴŎȅΩǎ risk assessment and AML/CFT programme were 

put together.  
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2.1 Risk assessment checklist 

Serial Activity Yes/No/NA Comment 

Have we identified the aspects of our work that may be susceptible to ML/FT? 

1. 

Have we taken into account applicable guidance material produced by the DIA or the FIU, 
current at the time of preparing the risk assessment? 
ό9ȄŀƳǇƭŜǎ ƻŦ ǘƘŜ ŀǇǇƭƛŎŀōƭŜ ƎǳƛŘŀƴŎŜ ƳŀǘŜǊƛŀƭ ƛƴŎƭǳŘŜ ǘƘŜ CL¦Ωǎ bŀǘƛƻƴŀƭ wƛǎƪ !ǎǎŜǎǎƳŜƴǘ нлм9, 5L!Ωǎ 
Designated Non-Financial Businesses and Professions and Casinos Sector Risk Assessment - December 
2019Σ CL¦Ωǎ vǳŀǊǘŜǊƭȅ ¢ȅǇƻƭƻƎȅ wŜǇƻǊǘǎΣ ŜǘŎΦύ 

  

2. Have we used a valid, and reliable, methodology to prepare our risk assessment? 
  

3. Have we clearly defined risk? 
  

4. 
Have we considered the inherent risks of ML/FT in preparing the risk assessment? 
(Inherent risks are the risks of ML/FT before applying risk mitigation measures) 

  

5. 
Have we addressed the residual risks of ML/FT in preparing the risk assessment? 
(Residual risks are the risks of ML/FT that continue to be faced by the agency after the application of 
risk mitigation measures) 

  

6. 
Is the risk assessment clear, concise, and effective, and prepared in a manner that helps the 
AML/CFT compliance officer to explain it to the staff, and senior management of the real 
estate agency? 

  

7. 

Have we made a list of products and services we offer, which may allow our clients to hide 
their identity?  
(E.g. products that may be purchased with cash, or services that may allow movement of funds in a 
rapid manner, making it hard to trace.) 

  

8. 
Have we addressed the ML/FT risk presented by occasional transactions, and activities 
undertaken by clients through our agency? 
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Serial Activity Yes/No/NA Comment 

9. 
Have we identified the way we deliver our services and products?  
(E.g. face-to-face; Zoom; Teams; telephone; email) 

  

Have we identified the aspects of our work that may be susceptible to ML/FT? 

10. Have we identified our client types? 
(E.g. Individuals, family trusts, charitable trusts, companies, NZ non-residents) 

  

11. 

Do we have any clients who could qualify as politically exposed persons (PEPs)? 
(An individual who holds, or has held in the immediately preceding 12 months, in any overseas country 
the position of: 

¶ Head of State/country/government 

¶ Government minister (or equivalent senior politician) 

¶ High-ranking member of the armed forces 

¶ Senior foreign representative, ambassador, high commissioner 

¶ Board chair, CEO, CFO of any state enterprise located overseas 

¶ ! ǎǇƻǳǎŜκǇŀǊǘƴŜǊκŎƘƛƭŘκŎƘƛƭŘΩǎ ǎǇƻǳǎŜ ƻǊ ǇŀǊǘƴŜǊκǇŀǊŜƴǘ ƻŦ ŀƴȅ ƻŦ ǘƘŜ ŀōƻǾŜ ǊŜŦŜǊǊŜŘ ǇŜǊǎƻƴǎ ƛǎ 
also PEP. 

 Refer to Appendix 3 for the definition of a PEP). 

  

11A 
Have we established whether any of our clients that are companies have nominee 
shareholders or directors, and whether any of our clients who are limited 
partnerships/overseas limited partnerships have nominee general partners? 

  

12. Do we have clients who run their own business? 
  

13. LŦ ȅŜǎ ǘƻ ΩмнΩ above, are any of these clients involved in a cash intensive business? 
  

14. 
Is any client business likely to involve potential for a high level of corruption (e.g. arms 
dealers)? 

  

15. Do we have clients who conduct business through their lawyers or accountants?  
  

16. Do we have clients referred to us by accountants and lawyers?  
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Serial Activity Yes/No/NA Comment 

17. Have we identified the countries our agency deals with? 
  

18. 
Have we checked if any of our clients are from countries subject to UN sanctions or 
embargoes?  
(See Appendix 4 for a list of these countries) 

  

Have we identified the aspects of our work that may be susceptible to ML/FT? 

19. 
Have we checked if any of our clients are from countries considered as tax havens?  
(See Appendix 4 for list of these countries) 

  

20. 
Have we checked if any of our clients are from countries having significant levels of 
corruption?  
(See Appendix 4 for list of these countries) 

  

21. 
Have we checked if any of our NZ non-resident clients are from countries associated with 
illicit drug production and/or trans-shipment?  
(See Appendix 4 for list of these countries) 

  

22. Do we deal with shell companies? 
  

23. 
Do we deal with shell banks?  
(A shell bank is an entity that is formed and authorised to carry on banking business in a country, e.g. 
NZ, but does not have a physical presence in that country.) 

  

24. Do we rely on overseas person/s to conduct customer due diligence?  
(E.g. identity verification and address verification for overseas clients) 

  

Having identified the risks, have we assessed the likelihood of our agency being used for ML/FT? 

25. 
Have we undertaken the exercise of rating the likelihood that the aspect/s of our agency we 
identified as susceptible to ML/FT could actually result in ML/FT? 
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Serial Activity Yes/No/NA Comment 

Reviewing the risk assessment 

26. 

Does the risk assessment describe how we will keep it current?  
(E.g. registering with websites of organisations like DIA, and the FATF to receive periodic updates on 
AML/CFT - this should be included in the description. Providing version control to the risk assessment 
document may help in demonstrating this requirement.) 

  

27. 
Have we diarised to periodically review our risk assessment to identify any deficiencies?  
(E.g. every six months) 

  

Audit of risk assessment 

28. Have we decided who will be our independent AML/CFT auditor? 
  

29. 
If we intend to appoint an internal person to audit the risk assessment, then have we 
selected that person? 

  

30. 
If the auditor is an internal person, then have we ensured that person had no involvement in 
setting up the risk assessment programme? 

  

31. 
Have we considered training requirements for the internal person to be appointed as our 
risk assessment auditor? 
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2.2 AML/CFT programme checklist 

Once you have completed and reviewed your risk assessment you need to prepare an AML/CFT programme. This document needs to describe how you 

meet your AML/CFT obligations via systems, procedures, documents and training, in order to mitigate the risks that are identified in your risk assessment.  

 

To assist you with this, refer to the below table - it describes the key parameters to ensure your programme is sufficiently detailed. The AML/CFT 

programme guidance in Section Three provides detail on what is required to be addressed in each element of the programme. 

 

Serial Activity 
Tick when 
complete 

1. Have we taken into account applicable guidance material produced by the DIA or the FIU, current at the time of preparing the 
AML/CFT programme? 
ό9ȄŀƳǇƭŜǎ ƻŦ ǘƘŜ ŀǇǇƭƛŎŀōƭŜ ƎǳƛŘŀƴŎŜ ƳŀǘŜǊƛŀƭ ƛƴŎƭǳŘŜ ǘƘŜ CL¦Ωǎ bŀǘƛƻƴŀƭ wƛǎƪ !ǎǎŜǎǎƳŜƴǘ нлм9, 5L!Ωǎ Designated Non-Financial Businesses and 
Professions and Casinos Sector Risk Assessment - December 2019Σ CL¦Ωǎ vǳŀǊǘŜǊƭȅ ¢ȅǇƻƭƻƎȅ wŜǇƻǊǘǎΣ ŜǘŎΦύ 

 

2. Is the AML/CFT programme based on the risk assessment?  

3. 
Is the AML/CFT programme clear, concise, and effective and prepared in a manner that helps the AML/CFT compliance officer to 
explain it to the staff, and senior management of the real estate agency? 

 

4. 
Have we appointed a designated person (AML/CFT compliance officer) responsible for administering, and maintaining the AML/CFT 
programme? 

  

5. 
Have we considered appointing a deputy to the AML/CFT compliance officer to fill the role when the AML/CFT compliance officer is 
absent, or away? 

 

6. Have we ensured the AML/CFT compliance officer reports to the senior manager as per that requirement under the Act?   
 

7. Vetting 
Does our AML/CFT programme contain policies, procedures, and controls for vetting senior managers, AML/CFT compliance officer 
and any other employees whose roles involve AML/CFT duties? 
(If applicable, include vetting by third parties in this above description.) 
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Serial Activity 
Tick when 
complete 

 

8. Training 
Does our AML/CFT programme contain policies, procedures, and controls for training on AML/CFT matters for senior managers, 
AML/CFT compliance officers and all other employees with roles involving AML/CFT duties? 
(Describe the scope and nature of the training, who delivers it, how frequently it is delivered, how knowledge understanding is assessed, and how 
you track who has completed the training.) 

 

 

9. 
9.1 
 

Customer due diligence (CDD) (including on-going CDD) 
Does our AML/CFT programme, based on risk assessment completed earlier, describe how we undertake CDD on our clients? 
(This includes documenting the policies, procedures and controls around the CDD that the agency undertakes. It also includes describing how the 
requirements of the Amended Identity Verification Code of Practice 2013 (IVCOP) are met.) 

 

 

9.2 
 

If applicable, does our AML/CFT programme describe the policies, procedures, and controls when we rely on CDD conducted on our 
behalf by another person? 

 

 

9.3 
 

Does the AML/CFT programme describe how we handle exceptions to the IVCOP? 
(Include policies, procedures and controls around the circumstances under which exceptions may occur and the approval process to deal with 
those exceptions.) 

 

 

9.4 
 

Does the AML/CFT programme describe how we deal with clients who are PEPs and clients who are companies/limited 
partnerships/overseas limited partnerships with nominee directors, shareholders, and/or general partners? 

 

 

9.5 
 

Does the AML/CFT programme describe how we define, and identify if there has been a material change in the nature, and purpose 
of a business relationship with our clients? 
(The Act does not provide a standard definition of material change, but it should be based on your risk assessment, and the activities undertaken in the ordinary 
course of business.) 

 

 

9.6 
 

Does the AML/CFT programme describe the client types our agency will not form a business relationship with?  

 

9.7 
 

Does the AML/CFT programme describe the triggers that will prompt undertaking a review of CDD?  

 

9.8 
 

Does the AML/CFT programme describe the circumstances in which we will not establish or continue a business relationship with a 
customer if we are unable to conduct CDD in accordance with the Act? 

 

 

9.9 
 

Does the AML/CFT programme describe policies, procedures and controls for undertaking on-going CDD?  

9.10 
 

Does the AML/CFT programme describe policies, procedures and controls when relying on third parties to complete CDD or 
enhanced CDD actions.   
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Serial Activity 
Tick when 
complete 

 

10. Account monitoring/Transaction monitoring 
Does the AML/CFT programme describe policies, procedures and controls for account (or transaction) monitoring? 

 

 

11. 
11.1 
 

Written findings 
Does the AML/CFT programme describe policies, procedures and controls for maintaining written findings relating to business 
relationships and transactions with countries that do not have, or have insufficient, AML/CFT systems in place (which also includes 
any country identified by the Financial Action Task Force as being a high-risk jurisdiction subject to a call for action)? 

 

 

11.2 Does the AML/CFT programme describe policies, procedures and controls for maintaining written findings on any activity that is 
likely by nature to be related to ML/FT? 

 

 

12. 
12.1 

Suspicious activity reports (SARs) 
Does the AML/CFT programme describe policies, procedures and controls for reporting suspicious activities to the New Zealand 
Police FIU? 

 

 

12.2 Does the AML/CFT programme describe policies, procedures and controls to manage tipping off provisions in the Act?  

 

12.3 Does the AML/CFT programme describe policies, procedures and controls to ensure we submit SARs within the required three-day 
time frame prescribed by the Act? 

 

 

12.4 Does the AML/CFT programme describe policies, procedures and controls for submitting suspicious property reports under the 
Terrorism Suppression Act 2002? 

 

 

13. Prescribed transactions reports (PTRs) 
Does the AML/CFT programme describe policies, procedures and controls for submitting PTRs? 
(Depending on the services offered, there may NOT be an obligation to submit PTRs. If the obligation does not apply, then provide a simple 
description explaining why the obligation does not apply. In this circumstance there is no requirement to describe policies, procedures, and 
controls relating to filing PTRs.) 

 

 

14. Record keeping 
Does the AML/CFT programme describe policies, procedures and controls to ensure the record keeping requirements of the 
AML/CFT Act are met?   
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Serial Activity 
Tick when 
complete 

 

15. Products and transactions that favour anonymity 
Does the AML/CFT programme describe policies, procedures and controls for ensuring prevention of the use of products and 
transactions favouring anonymity? 
(If you do not offer products, or undertake transactions, favouring anonymity, then there may NOT be an obligation to describe in detail the 
policies, procedures, and controls relating to ensuring their prevention. If the obligation does not apply, then provide a simple description 
explaining why the obligation does not apply. In this circumstance there is no requirement to describe policies, procedures, and controls relating to 
ensuring prevention of the use of products and transactions favouring anonymity.) 

 

 

16. Managing and mitigating risk 
Does the AML/CFT programme describe the policies, procedures, and controls to manage and mitigate risks: 

¶ when introducing new products or services;  

¶ against new or emerging ML/FT methods; and  

¶ identified in the risk assessment. 

 

 

17. Ensuring compliance with the AML/CFT programme 
Does the AML/CFT programme describe the policies, procedures and controls that set out how the agency will monitor and manage 
compliance with the AML/CFT programme? 

 

 

18. Review of the AML/CFT programme 
Does the AML/CFT programme describe the policies, procedures, and controls to review the AML/CFT programme, including a 
description about how it will be kept current? 

 

 

19. Audit of the AML/CFT programme 
Does the AML/CFT programme describe the policies, and procedures in place to appoint an auditor to audit our AML/CFT 
programme every three years, or at any other time prescribed by the regulations, or at the request of the DIA? 
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3.0 Introduction 

The obligations under the AML/CFT Act (the Act) for real estate agents came into effect on 1 January 

2019. These obligations only apply to real estate agents who undertake certain activities, specified in 

the Act, in the ordinary course of business.  

If you have obligations under the Act, you MUST have in place: 

¶ A written risk assessment;  

¶ An AML/CFT programme, which includes your policies, procedures, and controls for: 

- Managing and mitigating the risks identified in your risk assessment 

- Vetting of staff; 

- Training of relevant staff; 

- Applying appropriate customer due diligence (CDD) specifically when and how 

you will apply; 

Á Simplified  
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Á Standard 

Á Enhanced 

- Using third parties to assist you with any part of CDD; 

- Suspicious activity reports (SARs); 

- Prescribed transaction reports (PTRs); 

- Ensuring adequate records are kept; 

- Keeping your AML/CFT programme up-to-date; 

- Preventing products and/or transactions that favour anonymity being used for 

ML/FT; 

- Ensuring your agency adheres to its AML/CFT programme; and 

- The review and audit of your AML/CFT programme. 

 

This section and the two following, provide guidance on the three key obligations.  This section 

covers the preparation of the risk assessment, Section Four focuses on the preparation of the 

AML/CFT programme, and Section Five covers the audit of your risk assessment and AML/CFT 

programme. 

 

 

3.1 Preparing your risk assessment 

3.1.1  What is a risk? 

A risk is the chance or possibility of something happening that will have a negative effect. The level 

of risk reflects the likelihood of the unwanted event, and the severity of the potential consequences 

of the unwanted event. Put differently, risk can also be defined as the likelihood of an event and the 

consequence of that event. 

 

3.1.2  What is a risk assessment? 

Undertaking a risk assessment means assessing the risk of money laundering/financing terrorism 

(ML/FT), you as a reporting entity, may reasonably expect to face in the course of your business. 

 

3.1.3  What is a risk assessment methodology? 

! Ǌƛǎƪ ŀǎǎŜǎǎƳŜƴǘ ƳŜǘƘƻŘƻƭƻƎȅ ƛǎ ǘƘŜ ǊŜǇƻǊǘƛƴƎ ŜƴǘƛǘȅΩǎ ŘƻŎǳƳŜƴǘŜŘ ǇǊƻŎŜǎǎΣ ŀƴŘ ŀǇǇǊƻŀŎƘ ŦƻǊ 

conducting the risk assessment. A methodology document typically includes: 

a. A detailed description of procedures to follow in undertaking the risk assessment; 

b. The scoring system used along with definitions and weights; 

c. A statement as to the frequency of updates to the methodology; and 
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d. The use of the risk assessment methodology in designing or shaping the AML/CFT 

programme. 

 

3.1.4  Legal obligations relating to risk assessments 

A risk assessment must: 

¶ Be set out in writing; 

¶ Identify the ML/FT risks your agency reasonably expects to face, having regard to:  

- the nature, size, and complexity of your agency 

- the products and services offered 

- the way products and services are delivered 

- the types of customers dealt with  

- the countries dealt with 

- the institutions dealt with  

- any applicable guidance material produced by AML/CFT supervisors relating to 

risk assessments 

- any other factors that may be provided for in regulations; 

¶ Enable you to determine the level of risk involved in relation to your obligations under the 

Act; 

¶ Enable you to prepare an AML/CFT programme to manage and mitigate the identified 

risks (applying the risk assessment); 

¶ Include a description of how you will keep it up to date (review of the risk assessment); 

and 

¶ Be audited (audit of the risk assessment). 

 

 

3.2 Produce a written risk assessment 

This requirement is self-explanatory and will be met when real estate agents put in place their risk 

assessment using the guidance provided in each of the following steps below. 

 

3.2.1  Identify ML/FT risks your agency is likely to face 

Based on your knowledge and understanding of your agency, you should be in a position to identify 

the ML/FT risks your agency is likely to face. Section 58(2) of the Act prescribes the factors you must 

consider when identifying risks. These are listed below: 

 

1. The nature, size, and complexity of your business 
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An agency with two or three real estate agents, is likely to be less complex than an agency with a 

large number of real estate agents. An agency that does not accept cash from its clients is likely to 

be at less risk compared to an agency accepting cash. 

 

2. The products and services your agency offers 

Products and services that may allow your clients to hide their identity or move money in a way that 

is hard to trace, are likely to be at higher risk. 

 

3. The way your agency delivers products and services 

The real estate sector involves more face-to-face interaction with customers than other sectors 

ǿƘƛŎƘ ǇǊƻǾƛŘŜǎ ƎǊŜŀǘŜǊ ƻǇǇƻǊǘǳƴƛǘȅ ǘƻ ƛŘŜƴǘƛŦȅ ǎǳǎǇƛŎƛƻǳǎ ŀŎǘƛǾƛǘȅ ŀƴŘ ǘƻ ǾŜǊƛŦȅ ŀ ŎǳǎǘƻƳŜǊΩǎ ƛŘŜƴǘƛǘȅ.  

 

4. The types of customers your agency deals with 

ΨaǳƳ ŀƴŘ ŘŀŘΩ ǘȅǇŜ ŎǳǎǘƻƳŜǊǎΣ ƛƴŘƛǾƛŘǳŀƭǎ ŜŀǊƴƛƴƎ ǎŀƭŀǊƛŜŘ ƛƴŎƻƳŜΣ ŀƴŘ ǊŜǘƛǊŜŜǎΣ ŀǊŜ ƭŜǎǎ ƭƛƪŜƭȅ ǘƻ ōŜ 

considered high risk compared to, for example, customers who run their own business (especially if 

operating that business on a cash basis). Similarly, customers who are politically exposed persons 

(PEPs2), and customers who are companies/limited partnerships/overseas limited partnerships with 

nominee directors, shareholders, or general partners are high-risk customers requiring appropriate 

customer due diligence to be carried out before onboarding. Family trust customers (with the 

settlors and any protectors) require a high level of customer due diligence compared to customers 

who are natural persons. 

 

5. The countries your agency deals with 

If you provide real estate services to non-residents you may be required to conduct a country risk 

assessment. Countries associated with high rates of corruption or terrorism, countries considered to 

ōŜ ǘŀȄ ƘŀǾŜƴǎΣ ŀƴŘ ŎƻǳƴǘǊƛŜǎ ǿƛǘƘ ŦŜǿ !a[κ/C¢ ƭŀǿǎΣ ŀǊŜ ŎƻƴǎƛŘŜǊŜŘ ΨƘƛƎƘ ǊƛǎƪΩ compared to 

countries having stringent AML/CFT laws and belonging to the FATF.  Similarly, countries subject to 

UN sanctions, embargoes or similar, (e.g. Iran, Iraq, Somalia) are considered high-risk countries. 

(Refer to Appendix Four for a list of these countries.) 

 

6. The institutions your agency deals with 

If your agency has relationships with shell companies (companies which serve as a vehicle for 

business transactions without themselves having any significant assets or operations. These 

companies, often, exist only on paper and have no physical presence or staff working for them) then 

it is likely to be exposed to a higher risk than some of the standard institutions such as NZ-registered 

companies and banks. 

 

 

 

2 Information on PEPs provided in Appendix 3 
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Examples of clients posing a high ML/FT risk are those: 

¶ Involved in cash-intensive businesses which may be used by criminals to mask illegally 

obtained funds (antique dealers, arms dealers, etc.). 

¶ With a history of changing lawyers, banks and/or real estate agents.  

¶ Either under- or over-valuing properties. 

¶ Involved in a large number of real estate transactions. For example, the buyer/seller has 

ŀ ƘƛǎǘƻǊȅ ƻŦ ΨŦƭƛǇǇƛƴƎΩ ǇǊƻǇŜǊǘƛŜǎΦ 

¶ There is a significant distance between the agent/agency and the customer.  

¶ In respect of whom the source of funds is unusual (such as an unrelated party funding 

fees, or a tax liability) and no legitimate explanation is provided by the customer. 

Appendix Four provides examples of: 

¶ States or entities under UN sanctions; 

¶ Countries lacking adequate AML/CFT systems/measures or controls; 

¶ Countries with higher level of corruption (Corruption Perceptions Index for 180 countries 

across the globe); 

¶ Tax havens; and 

¶ Countries associated with illicit drug production and/or transhipment. 

 

3.2.2 Tips on how to identify your risks3 

1. Write a list of all the types of customers, institutions, products and services, delivery methods, 

and countries your agency deals with. These are the factors you should consider when assessing 

the risk to your agency. 

 

2. bŜȄǘΣ ǿƘƛƭŜ ǊŜŀŘƛƴƎ ŜŀŎƘ ƻŦ ǘƘŜ ǇǊŜǾƛƻǳǎƭȅ ƭƛǎǘŜŘ ΨŦŀŎǘƻǊǎΩ ŀǎƪ ȅƻǳǊǎŜƭŦ όŀƴŘ ǊŜŎƻǊŘ ǘƘŜ ŀƴǎǿŜǊǎύΥ 

¶ What is it about the nature, size and complexity of your agency that makes it vulnerable to 

ML/FT? Write this above the list, as it relates to all products, delivery methods etc. 

¶ Of the products or services your agency offers, which ones, when considered with the rest 

of your agency, are vulnerable to ML/FT? Note the reasons each product/service is 

vulnerable alongside the product/service. Do this with all factors below, too. 

¶ How does the way your agency deliver its services make it vulnerable to ML/FT? (E.g. 

meeting customers face-to-face before providing any services is likely to present a low risk 

of ML/FT, compared to accepting engagements and providing services without first 

meeting customers face-to-face.) 

¶ Do you have relationships with any financial institutions that may make the agency 

ǾǳƭƴŜǊŀōƭŜ ǘƻ a[κC¢ όŜΦƎΦ ΨǎƘŜƭƭΩ ŎƻƳǇŀƴƛŜǎ ƻǊ ƛƴǎǘƛǘǳǘƛƻƴǎ ŦǊƻƳ ǇƻƻǊƭȅ ǊŜƎǳƭŀǘŜŘ 

countries)? 

 

 
3 Based on Guide for Real Estate Agents published by the DIA 
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¶ Of the countries your agency deals with, which countries are considered to be corrupt/to 

have low AML/CFT standards/to be associated with profitable crime or terrorism? If you do 

not know about a country, you may wish to err on the side of caution and treat it as higher 

risk. 

¶ Of the types of clients your agency deals with, taking into account all of the above, which 

types are more likely to be able to launder money or finance terrorism through your 

business? 

Refer to Appendix 9 for a worksheet to help you identify relevant risks. 

 

 

3.3 What information a real estate agency should obtain to assess 

the risk of ML/FT? 

An agency may demonstrate that it has obtained the appropriate information for assessing the risk 

that a business relationship or one-off transaction will involve ML/FT risk, where it collects certain 

information, or takes into account the following: 

(Note: The information described in the table below is illustrative, and not exhaustive) 

Parameter Description of information 

Customer type risk a. Type (e.g. natural persons, trusts, etc.), volume and value of activity 

expected. 

b. Source of funds, e.g. nature and details of occupation or 

employment.  

c. Details of any existing relationships with the real estate 

business/agency. 

d. ¢ƘŜ ŎƭƛŜƴǘΩǎ purpose in entering into any activity/transaction forming 

ǘƘŜ ōŀǎƛǎ ƻŦ ǘƘŜ ǇǊƻǇƻǎŜŘ ŜƴƎŀƎŜƳŜƴǘ ƻǊ ǘƘŜ ŎƭƛŜƴǘΩǎ ǇǳǊǇƻǎŜ ƛƴ 

seeking services where not related to a specific transaction. 

e. Type of business activities (or employment - as the case may be 

depending on the customer type). 

f. If an entity, has it been subject to insolvency proceedings, or is it in 

the course of being (or has it been) dissolved/struck off?  
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Parameter Description of information 

g. If an individual, has s/he been subject to bankruptcy proceedings, or 

disqualified as a director? 

h. If a company or limited partnership/overseas limited partnership, 

then are there any nominee directors, shareholders or general 

partners? 

Service risk a. Ability to make payments to, or receive from, third parties.  

b. Ability for customers to maintain anonymity. 

Delivery risk a. Ability for the client to deal through intermediaries. 

b. Non face-to-face relationships ς service delivered exclusively by post, 

telephone, internet etc. where there is no physical contact with the 

client. 

Country risk a. Countries clients ŘŜŀƭ ǿƛǘƘ όƻǊ ŎƻǳƴǘǊƛŜǎ ǿƘŜǊŜ ŎƭƛŜƴǘǎΩ ōǳǎƛƴŜǎǎ ƛǎ 

conducted from). The following types of countries or territories may 

be considered to present a higher risk:  

¶ those that are generally considered to be un-cooperative in the 

fight against money laundering and the financing of terrorism;  

¶ those identified by the FATF as having strategic deficiencies of 

ML/FT; and 

¶ those that are vulnerable to corruption, e.g. those with poor 

ǊŀǘƛƴƎǎ ƛƴ ¢ǊŀƴǎǇŀǊŜƴŎȅ LƴǘŜǊƴŀǘƛƻƴŀƭΩǎ /ƻǊǊǳǇǘƛƻƴ tŜǊŎŜǇǘƛƻƴ 

Index. 

b. Countries subject to UN or EU sanctions, if clients have dealings with 

such countries 

Institution risk a. Possibility of having to deal with shell banks on behalf of clients. 

b. Possibility of having to deal, on behalf of clients, with institutions 

with poor AML/CFT measures. 
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3.4 Assess the risks you have identified 

The aim is to rate the likelihood and severity that the aspects of your agency that you have identified 

as susceptible to ML/FT, could result in ML/FT. 

¶ The risk assessment is based on determining the frequency (likelihood of occurrence) and the 

severity. Consider assessing the likelihood first. 

¶ Allow for all the different situations which currently arise in your agency (or are likely to arise in 

the foreseeable future, e.g. from proposed new products, services, or client types). For example, 

a long-standing, well-known client from a high-risk country (e.g. A NZ resident working in a high-

risk country) may pose a lower risk than a new client (e.g. new migrant to NZ) from the same 

country.  

¶ The end result of this step will be a likelihood rating for each of the at-risk areas of your agency. 

For example, you could rate each area as either very likely, likely, possible, or unlikely to be used 

for ML/FT. These ratings will allow your agency to apply the appropriate standard of customer 

due diligence in your AML/CFT programme.  

An example of this likelihood rating could be:  

 

3.4.1 Inherent vs residual risk 

The DIA (the AML/CFT supervisor for real estate agents) expects reporting entities to address 

inherent risks in the risk assessment.  

Inherent risk is the risk of ML/FT to the reporting entity in the absence of any actions it may take to 

ŀƭǘŜǊ ŜƛǘƘŜǊ ǘƘŜ ǊƛǎƪΩǎ ƭƛƪŜƭƛƘƻƻŘ ƻǊ ƛƳǇŀŎǘΦ tǳǘ ŘƛŦŦŜǊŜƴǘƭȅΣ ƛƴ ŀǎǎŜǎǎƛƴƎ ǘƘŜ ƛƴƘŜǊŜƴǘ Ǌƛǎƪǎ ƻŦ ŎǳǎǘƻƳŜǊ 

types, types of services, and products, etc. you do not take into account your current business 

practices which reduce or mitigate your risks (such as asking for source of funds, asking for identity, 

etc.) This is because the inherent risks do not vary by reporting entities or region. A reporting 

entƛǘȅΩǎ ŦŀƳƛƭƛŀǊƛǘȅ ǿƛǘƘ ŀ ǇŀǊǘƛŎǳƭŀǊ ŎǳǎǘƻƳŜǊ ǘȅǇŜΣ ƻǊ ŀ ǇǊƻŘǳŎǘΣ ƻǊ ǎŜǊǾƛŎŜΣ ŜǘŎΦ ǎƘƻǳƭŘ ŦŀŎǘƻǊ ƛƴǘƻ 

Unlikely Likely Very likely 

There is very little chance of 

ML/FT occurring in this area of 

your agency.  

There is a moderate chance of 

ML/FT occurring in this area of 

your agency (perhaps 10% of 

such transactions).  

There is a high chance of ML/FT 

occurring in this area of your 

agency (perhaps 20% of such 

transactions).  
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adjusting the residual risk by the implementation of appropriate controls, and not into adjusting the 

inherent risk.  

Residual risk is the risk of ML/FT that remains after the application of necessary controls to reduce 

the likelihood or impact of the risk. An acceptable level of residual risk is determined by the risk 

tolerance (or risk appetite) of the reporting entity (i.e. the real estate agency). 

Example 1 

If a real estate agency has a large number of family trust clients, then the inherent risk of ML/FT 

to the agency from this customer type is high. However, the agency may know all its family trust 

clients, all the trustees may be based in New Zealand, and maybe natural persons (mum and dad 

type), and the real estate agency may have a robust customer due diligence process in place 

making the high inherent risk low. Likelihood rating reflects the chances of ML/FT occurring 

before any controls are taken into account (i.e. the likelihood rating assesses the risk based on 

who you deal with/ how you deal with/ what services you offer them etc.) 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Example 2 

If you have identified migrants as a higher risk area, then the likelihood of one of these clients 

using your business for ML/FT will depend on factors such as whether:  

¶ The client is from a country that is considered high risk (for example because they have high 

instances of illegal drug trafficking or weak/inadequate AML/CFT legislation);  

¶ The client is new or an existing customer;  

¶ The client is a PEP from a country that is internationally known for high corruption rates 

amongst government officials/politicians;  

¶ The services that your business offers this client could be used to transfer funds across 

borders; and  

¶ Your agency offers this client the opportunity to conduct transactions through internet-based 

trading accounts.  

Continuing with the example, if your business has existing clients from countries that are known 

to have high instances of illegal drug trafficking and you offer these clients real estate services 

without requiring a face-to-face contact, then you would probably rate the likelihood of your 

agency beiƴƎ ǳǎŜŘ ŦƻǊ a[κC¢ ōȅ ǘƘƻǎŜ ŎƭƛŜƴǘǎ ŀǎ άǾŜǊȅ ƭƛƪŜƭȅέΦ  

 

Your AML/CFT programme should then address this high risk with appropriate control measures. 

 

Source: Risk Assessment Guideline released by the three AML/CFT supervisors (Financial Markets Authority, 
Reserve Bank of NZ, and the Department of Internal Affairs) 
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3.4.2 Assessing severity 

You can think of the consequences in terms of how it may affect your agency and the resulting 

damage it could cause to your agency. 

Severity is assessed as low, medium, or high. 

Using a common typology4  of depositing cash in the financial system, the severity matrix can be 

built as shown below: 

Low Medium High 

No cash is received by the 

agency. All clients pay 

electronically or by a NZ 

bank account cheque for 

services rendered.  

Some clients may pay fees by 

cash. This accounts for 2% to 

5% of your client base. The 

clients are usually those who 

operate a home-based 

business and are well-known 

to us. 

 

Clients pay by cash for the 

services rendered. 5% to 10% of 

your clients are in this category. 

These clients are new migrants 

who may be looking to buy 

property within the first few 

weeks of arrival into New 

Zealand and may not have set 

up a bank account. 

 

 

3.5 Applying the risk assessment 

Your risk assessment must enable you to prepare a comprehensive AML/CFT programme. It must 

enable you to meet your obligations under the Act and the AML/CFT Regulations, especially 

obligations to conduct CDD (and ongoing CDD). This is covered in Section Four relating to developing 

your AML/CFT programme. 

 

The risk assessment can be applied in a number of different ways, including to determine: 

¶ The extent of due diligence required to be undertaken for each client (e.g. requiring senior 

management approval to onboard certain types of customers such as PEPs); 

¶ The frequency and scope for reviewing the risk assessment; and 

¶ The training requirements for staff in roles involving AML/CFT duties. 

 

 
4 Method used for ML/FT 
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3.6 Keeping your risk assessment up to date (review of the risk 

assessment) 

The Act requires you to describe how you will keep your risk assessment current. You can do this by 

describing how you plan to stay up to date with ML/FT methods, and how you will change your risk 

assessment if ML/FT methods change in a way which affects the risks faced by your agency. 

 

Example wording 

¶ The staff professional development plan prepared at the beginning of each year contains a 

reference to undertaking CPD training on AML/CFT via the Radar platform offered by Strategi 

Institute. 

¶ The AML/CFT compliance officer subscribes to the updates on the websites of organisations 

such as (but not limited to) FATF, and DIA. 

¶ The AML/CFT compliance officer reads and familiarises him/herself with the Quarterly Typology 

Report published by the FIU of NZ Police. This gives the AML/CFT compliance officer 

information about new techniques used by money launderers worldwide. Using this 

information, an assessment is made as to whether our agency could be susceptible to similar 

ML/FT risks. 

 

3.6.1 How frequently should the risk assessment be reviewed? 

Although the Act does not prescribe the frequency for reviewing risk assessments, at a minimum and 

as best practice, the risk assessment should be reviewed at least annually. A review of the risk 

assessment may be warranted in the following situations: 

¶ When a new service is introduced; 

¶ When new markets/clients are targeted, or 

¶ In the event of changes to the Act or the Regulations. 

 

3.6.2 Audit of the risk assessment 

The Act requires you to ensure that your risk assessment is audited every three years (or during a 

different time period prescribed by regulations, or at any other time as required by DIA).  
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The audit must be undertaken by a person not involved in the development of your risk assessment, 

or the establishment, implementation, or maintenance of your AML/CFT programme (described in 

Section Four).  Section Five provides detailed information about the audit of your risk assessment.
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4.0 Introduction 

NOTE: The pre-requisite for preparation of an AML/CFT programme is completion of your risk 

assessment. 

Your AML/CFT programme MUST be based on your risk assessment. Therefore, before you start to 

develop your AML/CFT programme, you should have completed your risk assessment as described in 

Section Three of this manual. 

 

Your AML/CFT programme must take into account the risks your agency can reasonably expect to 

face from ML/FT. 

 

 

4.1 What is an AML/CFT programme? 

An AML/CFT programme is a written record of the policies (i.e. a set of expectations), procedures 

(day-to-day actions required to meet the expectations set) and controls (tools to ensure the agency 

meets the expectations set by undertaking the required actions) you have in place to manage the 

risks you have identified in your risk assessment and comply with your AML/CFT obligations. The 

policies, procedures and controls must be adequate, effective, and sufficiently robust to reasonably 

address the risks identified in the risk assessment. Refer to Appendix 8 for a sample AML/CFT 

programme.  

 

For example, iŦ ȅƻǳ ǊŀǘŜŘ ŀ ǇŀǊǘƛŎǳƭŀǊ ǘȅǇŜ ƻŦ ŎƭƛŜƴǘ ŀǎ άƘƛƎƘ Ǌƛǎƪέ ƛƴ your risk assessment, then your 

customer due diligence (CDD) in your AML/CFT programme should reflect this risk rating with 

adequate and effective policies, procedures, and controls.  

 

This could include a policy to conduct enhanced due diligence on such customers, the procedures for 

doing so and the controls necessary to ensure that happens.  

 

 

4.2 Who is responsible for your AML/CFT programme? 

It is a requirement of the AML/CFT Act (s 56(2)) that you designate an employee of your agency as 

an AML/CFT compliance officer.  

 

You can fulfil the role yourself if there are no employees (e.g. a sole real estate agency), as it does 

not have to be a standalone position.  In many small real estate agencies, a single person may be 

responsible for the functions of front office, back office, money laundering reporting, and senior 
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management. This fact should be taken into account in designing a risk-based AML/CFT programme. 

The type and extent of measures to be taken for implementing the AML/CFT programme should be 

appropriate in relation to the size of the real estate agency. 

 

If you choose not to fulfil this role yourself and you have an assistant or a PA/secretary, that person 

can be the compliance officer and report to you (you may be the director of your company/agency 

and/or the senior manager, i.e. a person in a position to influence the management or 

administration of the agency). The AML/CFT compliance officer can carry out other duties not 

related to AML/CFT compliance. 

If you do not wish to act in the role then you must appoint a suitable person to act as an AML/CFT 

compliance officer. 

A job description for an AML/CFT compliance officer is in Appendix 11. 

 

Tip 

It is best practice (i.e. not a requirement prescribed by the Act) to nominate, where possible, a 

second person to take over the role of the AML/CFT compliance officer to cover situations when 

the AML/CFT compliance officer is away on leave, or he/she resigns and finding an appropriate 

replacement takes time. 

The AML/CFT compliance officer must have the competence, knowledge, and skill to perform the 

role. The recommended qualification for this role is the AML/CFT compliance officer (level 4) micro-

credential provided by Strategi Institute Limited. This is an NZQA approved course and provides 

NZQA credits plus CPD hours. 

 

4.3 Key elements of a robust AML/CFT programme 

An effective AML/CFT programme begins with the establishment of a strong governance framework 

clearly outlining: 

a. A culture of compliance; 

b. Senior management/board support and oversight of the AML/CFT responsibilities of the 

agency as a reporting entity; 

c. Appointment of an AML/CFT compliance officer with well-defined responsibilities and the 

appropriate training; 

d. A robust procedure for undertaking and maintaining the risk assessment; 

e. A robust customer due diligence framework; 

f. A robust suspicious activity and prescribed transactions reporting programme; 

g. Provision for initial and ongoing AML/CFT training, customised for staff, and senior 

management according to their roles;  
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h. Incorporation of AML/CFT compliance into job descriptions and performance evaluations of 

appropriate personnel; 

i. A robust procedure for periodic reviews of the risk assessment, and the AML/CFT 

programme; and 

j. The procedure for undertaking independent audits prescribed by the Act. 

 

4.3.1 How to cultivate a strong culture of compliance 

A culture of compliance is one in which the management and the staff of the real estate agency 

always do the right thing because they know what is expected of them (and that the agency will 

support them), and where compliance issues are not hidden or suppressed for fear of retribution, or 

retaliation. 

 

While there is no right or wrong way to build a compliance culture, real estate agencies can create a 

compliance culture through: 

a. Ensuring the efforts to manage and mitigate the risks of ML/FT are not compromised by 

revenue interests; 

b. Assigning adequate human and financial resources to the compliance function; 

c. Embedding compliance into business processes (e.g. client onboarding, ongoing relationship 

management, etc.) 

d. Providing role-specific customised training on AML/CFT matters; 

e. Requiring everyone to attest to a code of conduct as a condition of employment; and 

f. Clear communication, and enforcement of consequences for non-compliance with the Act. 

 

4.4 How to use the AML/CFT risk assessment to develop the 

AML/CFT programme 

A risk assessment can be used in many ways to develop the AML/CFT programme. For example: 

¶ Development of an AML/CFT strategy for the agency (e.g. discontinue, and prohibit 

provision of services to customers who do not supply customer due diligence information ς 

such as information about the source of their funds); 

¶ Allocation of resources (e.g. investing in PEP checking tools to test the PEP status of 

customers); 

¶ Development of targeted initial, and on-going AML/CFT training for staff, and senior 

management;  

¶ Development of account monitoring procedures, and controls; and 

¶ Deciding the frequency for reviewing the AML/CFT procedures, and controls. 
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4.5 Minimum requirements for an AML/CFT programme 

There are a number of minimum requirements that must be described by all AML/CFT programmes.  

Even if a particular requirement does not apply to your agency, there must be a section in the 

programme that explains that the requirement is not applicable, and the reasons why it is not 

applicable. The next sections in this part of the manual consider each of the minimum requirements 

that must be addressed. 

 

 

4.6 Vetting 

±ŜǘǘƛƴƎ ƛǎ ŎƘŜŎƪƛƴƎ ǎƻƳŜƻƴŜΩǎ ōŀŎƪƎǊƻǳƴŘ ǘƻ ŘŜǘŜǊƳƛƴŜ ǘƘŜƛǊ ǎǳƛǘŀōƛƭƛǘȅ ŦƻǊ ŀ Ǉƻǎƛǘƛƻƴ ƛƴ ȅƻǳǊ 

agency, making sure they are who they claim and the information they have provided is correct. Its 

purpose is to avoid hiring a person who may use your agency (or allow their associates to use your 

agency) for ML/FT.  

 

Under the Act, your AML/CFT programme must set out your policies, procedures and controls for 

vetting senior managers, your AML/CFT compliance officer, and any other employees whose roles 

involve AML/CFT duties.  

 

You must take into account the risks identified in your risk assessment in designing your policies, 

procedures and controls for vetting of employees, including vetting by third parties. You should then 

relate these risks to the roles performed by the employees.  

 

Policies, procedures, and controls can require:  

¶ Checks to identify any criminal convictions prospective or current employees may have. (The 

ǇǊƻŎŜǎǎ ŦƻǊ ƻōǘŀƛƴƛƴƎ ŀ ǇŜǊǎƻƴΩǎ ŎǊƛƳƛƴŀƭ ǊŜŎƻǊŘ ōŜ ŦƻǳƴŘ ƻƴ ǘƘŜ aƛƴƛǎǘǊȅ ƻŦ WǳǎǘƛŎŜΩǎ 

website);  

¶ Character references or any other background checks including criteria for managing any 

negative or undesirable information;  

¶ Different levels of vetting for different staff, depending on the level of ML/FT risk your 

agency faces from people in those positions, and  

¶ People who conduct background checks on prospective or current staff to have the 

appropriate skills and experience to do so.  

 

If you already have comprehensive and effective policies in place for staff vetting you could include 

them in this section of your AML/CFT programme if they are suitable for AML/CFT purposes. 
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Example of Vetting described in an AML/CFT programme 

My agency has twelve employees:  

¶ an office manager; 

¶ four salespeople; 

¶ one branch manager (who is also the AML/CFT compliance officer), and 

¶ six real estate agents, including myself.  

At the time of becoming a licensed real estate agent, I satisfied the Fit and Proper person 

requirements prescribed by the Real Estate Authority (REA). I am also a member of the Real Estate 

Institute of New Zealand (REINZ) and subscribe to the Code of Professional Conduct and Client Care 

(Real Estate Agents Act (Professional Conduct and Client Care) Rules 2012) and the REINZ Codes of 

Agency Practice.  

The branch manager has been employed by me for over 20 years and I have no reason to doubt 

her integrity and moral character.  

I have the following policy, procedure, and control to meet the AML/CFT requirements. 

Policy: 

¶ To recruit new staff using reputable employment agencies who conduct appropriate criminal 

history checks before referring the candidate for an interview. If recruitment is undertaken via 

referrals then the following is required: 

- Criminal history check;  

- Credit check using Equifax, and 

- Two referees.  

¶ It is our policy to vet ALL staff, regardless of position or status within the agency, prior to 

recruitment or engagement. 

Procedure 

¶  Obtain written confirmation from the recruitment agency, before conducting the interview, 

that they have completed a satisfactory criminal history check, and reference check from two 

referees. 

¶ Lƴ ǘƘƻǎŜ ǎƛǘǳŀǘƛƻƴǎΣ ƴƻǘ ƛƴǾƻƭǾƛƴƎ ŀ ǊŜŎǊǳƛǘƳŜƴǘ ŀƎŜƴŎȅΣ ƻōǘŀƛƴ ŀ ŎŀƴŘƛŘŀǘŜΩǎ ǿǊƛǘǘŜƴ ŀǇǇǊƻǾŀƭ 

for conducting a criminal history check, credit check, and reference check from at least two 

referees. 

¶ aŀƛƴǘŀƛƴ ǿǊƛǘǘŜƴ ǊŜŎƻǊŘǎ ƻƴ ǘƘŜ ŎŀƴŘƛŘŀǘŜΩǎ ŦƛƭŜ ƻŦ ǘƘŜ ǊŜŦŜǊŜƴŎŜ ŎƘŜŎƪǎ ŎƻƴŘǳŎǘŜŘ ƛƴǘŜǊƴŀƭƭȅ 

by myself as well as those by the recruitment agencies. 

¶ As part of ongoing employee due diligence, we may undertake criminal history checks of all 

staff (regardless of position or status within the agency), every two years. 

Control 

¶ The offer of employment is not made without appropriate vetting as described above. 
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4.7 Training 

The main purpose for providing AML/CFT training is to ensure that relevant employees are aware of 

the risks of ML/FT faced by your agency and how they should respond when confronted with such 

risks.   

 

Under the Act, your AML/CFT programme must set out your policies, procedures and controls for 

training on AML/CFT matters for senior managers, your AML/CFT compliance officer and any other 

employees with roles involving AML/CFT duties.  

 

Training should highlight to everyone in the agency, the importance of the contribution they can 

individually make to the prevention and detection of ML/FT.  There is a tendency, in particular, on 

the part of more junior staff, to mistakenly believe that the role they play is less pivotal than that of 

their senior colleagues. Such an attitude can lead to failures to disseminate important information 

(e.g. suspicious activity of clients) because of mistaken assumptions that the information will have 

already been identified and dealt with appropriately by senior colleagues. 

 

It is common for agencies to give training on AML/CFT to staff without any formal record being kept 

of that training (e.g. through on-the-job training). If training is given on the job then the trainer 

should make a note of what was covered in the session and sign and date that record. If you cannot 

produce records of employee training, then there may be no defence against a prosecution for 

failing to report a suspicion of ML/FT. 

 

Your AML/CFT programme could document the following:  

¶ The scope and nature of the training (e.g. you could include training on relevant AML/CFT 

legislation, your AML/CFT policies, procedures and controls, your ML/FT risks (as set out in 

your risk assessment), trends and techniques of ML/FT, and how to identify unusual 

behaviour).  

¶ Tasks or duties which can only be carried out by staff who have had appropriate AML/CFT 

training. 

¶ How you will apply the AML/CFT training, including frequency and delivery methods. The 

frequency of training events can be influenced by changes in legislation, regulation, 

professional guidance, case law and judicial findings (both domestic and international), as well 

as by changes in the agencyΩǎ Ǌƛǎƪ ǇǊƻŦƛƭŜ ŀƴŘ ǇǊƻŎŜŘǳǊŜǎΦ 

¶ A risk-based approach to training. This means staff undertaking client-facing duties (such as 

on-boarding, suspicious activity monitoring, etc.) can be provided more frequent training (e.g. 

every quarter to ensure they are aware of new red flags identified by the FIU in its quarterly 

typology reports). Senior management and staff not in roles involving AML/CFT duties can be 

provided training on an annual basis in the form of refresher training. 
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¶ How you will track that relevant staff have completed the required training. 

¶ How training is tailored for different employees depending on the tasks carried out.  

¶ When training should be completed. The agency should ensure new staff are trained promptly 

(e.g. within three months of joining the agency). Subsequent on-going training can comprise 

ƻŦ ŎƻƴŎƛǎŜ ǳǇŘŀǘŜǎ ǘƻ ƘŜƭǇ ǊŜŦǊŜǎƘ ŀƴŘ ŜȄǇŀƴŘ ŜƳǇƭƻȅŜŜǎΩ ƪƴƻǿƭŜŘƎŜ ŀƴŘ ǘƻ ǊŜƳƛƴŘ ǘƘŜƳ 

how important effective AML/CFT work is.  

¶ Whether and how employees are assessed for knowledge, application and retention of the 

AML/CFT training.  

 

Example of Training described in an AML/CFT programme 

¶ We recognise one of the most important tools available to us to assist in the prevention and 

detection of ML/FT is to have well-trained staff alert to the potential risks of ML/FT. Our policy, 

procedure, and control are designed on this basis. 

Policy 

¶ Provide adequate, and relevant initial, and ongoing AML/CFT training to enable staff, and 

senior management, to fulfil their respective responsibilities under the AML/CFT Act. 

Procedure 

¶ At the beginning of each year, as part of my professional development as a licensed real estate 

agent, I identify the areas relating to new legislation, such as AML/CFT, I need to be trained on.  

¶ I also sit with my staff to identify the areas of development they would like to undertake during 

the year. One of the elements in this plan is to keep up-to-date with the legislation (including 

AML/CFT). 

¶ We have registered with Strategi Institute Limited (SI) for the use of their online CPD platform 

Radar. SI is our preferred provider of AML/CFT training. We undertake CPD modules relating to 

AML/CFT (e.g. AML/CFT risk assessment, development and maintenance of an AML/CFT 

ǇǊƻƎǊŀƳƳŜΣ LƴǘǊƻŘǳŎǘƛƻƴ ǘƻ ΨLŘŜƴǘƛǘȅ ±ŜǊƛŦƛŎŀǘƛƻƴ /ƻŘŜ ƻŦ tǊŀŎǘƛŎŜΩ ŜǘŎΦύ ŀƴƴǳŀƭƭȅΦ ¢ƘŜ ǘǊŀƛƴƛƴƎ 

is delivered online and includes a series of questions which are marked to confirm we have 

understood the material. 

¶ The areas covered in the AML/CFT training include (but are not limited to): 

- Background on ML/FT; 

- Suspicious activities, and red flags for real estate agents; 

- Amended Identity Verification Code of Practice 2013; 

- How to complete a risk assessment and AML/CFT programme; 

- Consequences of non-compliance with the Act; and 

- CDD and suspicious activity reporting. 

¶ The AML/CFT compliance officer undertakes AML/CFT modules on Radar that are relevant to 

her role as the AML/CFT compliance officer. 
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¶ Radar automatically records the training we have completed and the CPD hours allocated by 

SI. 

¶ The effectiveness of the AML/CFT training is measured by reviewing the score achieved by the 

person completing the CPD module on Radar.  

¶ I also include the AML/CFT training, undertaken using Radar, in my CPD log that I am required 

to maintain to comply with the rules set by the Real Estate Authority.   

¶ We also subscribe to the updates on the websites of DIA and the FATF to keep up-to-date on 

the AML/CFT legislation. In addition, we subscribe to Strategi ezines, which carry information 

on AML/CFT updates. 

¶ As a member of REINZ I may also undertake relevant AML/CFT training offered by them. 

¶ We may also obtain AML/CFT training by attending road shows conducted by DIA, the FIU and 

other relevant organisations on AML/CFT. 

Control 

¶ The AML/CFT compliance officer reviews the CPD log every year to ensure relevant training on 

AML/CFT matters is undertaken by everyone in the agency. 

¶ For new recruits, the AML/CFT compliance officer checks relevant initial AML training has been 

provided before they are actively involved in the day-to-day operations involving AML/CFT 

duties. 

In addition, undertaking on-going (or refresher) AML/CFT training is included in the job 

descriptions of all staff, and senior management (as part of meeting all the compliance obligations 

applicable to our agency), and completion of that training is one of the requirements taken into 

account at the time of annual performance appraisals. The CPD log (or the training log) of each 

staff member (including senior management) is reviewed by the AML/CFT compliance officer (or 

the manager of the staff member ς e.g. branch manager) to check the AML/CFT training required 

to be undertaken during the year, has actually been undertaken. 

 

 

4.8 Customer due diligence  

Customer due diligence (CDD) is the process through which you develop an understanding about 

your customers and the ML/FT risks they pose to the agency. CDD is the cornerstone of an AML/CFT 

programme. CDD involves gathering and verifying information about the identity (e.g. full name, 

date of birth, relationship to the customer, address, etc.) the nature, and purpose of the business 

relationship of a customer, any beneficial owners and representatives of the customer (i.e. persons 

acting on behalf of the customer), and any person on whose behalf a transaction is conducted that is 

a customer of your customer, if that person has άǳƭǘƛƳŀǘŜ ƻǿƴŜǊǎƘƛǇ ƻǊ ŎƻƴǘǊƻƭ ƻŦ ȅƻǳǊ ŎǳǎǘƻƳŜǊέ. 

The CDD must be conducted before the real estate agent enters into an agency agreement with the 

customer. 
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Note: Where real estate agency work is conducted in relation to a commercial lease transaction, 

CDD can be conducted after the agency agreement is signed, but must be conducted before an offer 

to lease is presented to the landlord. 

 

Robust CDD procedures are vital for a reporting entity because they: 

a. form an essential part of risk management, for example, by providing the basis to identify, 

assess, mitigate, and manage risk of ML/FT; 

b. help to protect the reporting entity by reducing the likelihood of it becoming a vehicle for, or 

a victim of, ML/FT; 

c. help the reporting entity, at the time the CDD is carried out, to take comfort that the 

customers and other parties included in a business relationship are who they say they are, 

and that it is appropriate to provide them with the product or service requested, and 

d. help the reporting entity to identify, during the course of an ongoing business relationship, 

factors which are unusual, and which may lead to knowing, suspecting, or having reasonable 

grounds for knowing or suspecting, that persons involved in the business relationship may 

be carrying out ML/FT. 

 

Persons seeking to engage in ML/FT activities through your agency will try to mask their identity, 

hide the illegal source of their funds, and/or mask the identity of the beneficiaries of those funds. 

Effective CDD is required to counter this.  

 

Real estate agents should identify, and verify, the identity of their customers in sufficient detail to 

provide them with reasonable assurance that the information they have is an appropriate and 

sufficient indication of the ŎǳǎǘƻƳŜǊΩǎ true identity.  

 

For real estate agents, the customer (i.e. the client) is the person with whom the agent has entered 

into an agency agreement with. An agent will only need to conduct CDD on this party and not on the 

other party or parties to the transaction. The only exception to this is in the case of άoccasional 

clients.έ  

 

Occasional clients are people that conduct an άoccasional activityέ or άoccasional transactionέ 

through your real estate agencyΦ ¢ƘŜ ǘŜǊƳǎ άƻŎŎŀǎƛƻƴŀƭ ŀŎǘƛǾƛǘȅέ ŀƴŘ άƻŎŎŀǎƛƻƴŀƭ ǘǊŀƴǎŀŎǘƛƻƴέ are 

defined in section 5(1) of the Act: 

¶ Occasional activity: an activity that does not involve a business relationship between the 

ǊŜǇƻǊǘƛƴƎ Ŝƴǘƛǘȅ ŀƴŘ ǘƘŜ ǊŜǇƻǊǘƛƴƎ ŜƴǘƛǘȅΩǎ customer. 

¶ Occasional transaction: a cash transaction that is equal to or above the applicable threshold 

value, or wire transfer carried out or received by the agent over $1,000, that occurs outside of a 

business relationship. Cash means physical currency and includes a cheque, bill of exchange, 
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promissory note, bearer bond, travellerΩs cheque, money order, and postal order. Note: the 

threshold value can vary for different situations.  

 

Example 

Jane, of Jane Doe Real Estate Limited (JDRE), has entered into an agency agreement with Chloe 

ŀƴŘ YŜǾƛƴ /ƭŀǊƪǎƻƴ όάǘƘŜ ǾŜƴŘƻǊǎέ, and hence the client) to sell their house. JDRE is a licensed real 

estate agent (and Jane Doe is also a licensed real estate agent). 

[ƛǎŀ ŀƴŘ ¢ƘƻƳŀǎ .ǊƻǿƴŜ όάǘƘŜ ǇǳǊŎƘŀǎŜǊǎέύΣ ƘŀǾŜ ŀƎǊŜŜŘ ǘƻ ǇǳǊŎƘŀǎŜ ǘƘŜ ǇǊƻǇŜǊǘȅ ŀƴŘ ƘŀǾŜ 

signed a sale and purchase agreement with the vendors.  

The purchasers have given JDRE $10,000 NZD in cash as a deposit for the property. JDRE is holding 

this in their trust account.  

In this scenario, Jane has already fulfilled her obligation to conduct CDD on her clients (i.e. the 

vendors) before she entered into an agency agreement with them.   

In addition, Jane Ƙŀǎ ŀƴ ƻōƭƛƎŀǘƛƻƴ ǘƻ ŎƻƴŘǳŎǘ /55 ƻƴ ǘƘŜ ǇǳǊŎƘŀǎŜǊǎ ŀǎ ǘƘŜȅ ŀǊŜ ŀƴ άƻŎŎŀǎƛƻƴŀƭ 

ŎƭƛŜƴǘέ ōŜŎŀǳǎŜ ǘƘŜȅ ŀǊŜ ŎƻƴŘǳŎǘƛƴƎ ŀƴ άƻŎŎŀǎƛƻƴŀƭ ǘǊŀƴǎŀŎǘƛƻƴέ ǿƛǘƘ WŀƴŜ ŀƴŘ W5w9Φ 

 

Some payments will not attract CDD or other AML/CFT obligations. 

Where a DNFBP (i.e a real estate agent) receives a payment from a customer for the purpose of 

making a payment to one of the below parties, the transaction is not captured by the AML/CFT Act 

and the real estate agent does not have to conduct CDD in relation to the transaction:  

1. A New Zealand government department, the New Zealand Police, or a local authority;  

2. A barrister; or  

3. Any other third party carrying out business in New Zealand, where the payment relates to 

the provision of a service by that business, which is wholly ancillary ǘƻ ǘƘŜ ǊŜŀƭ ŜǎǘŀǘŜ ŀƎŜƴǘΩǎ 

service, and where the value of the transaction (or series of transactions) is less than $1,000. 

This means that if a real estate agent receives a payment from a customer (of less than $1,000) for 

the purpose of paying another business for a service that is necessary to support the real estate 

ŀƎŜƴǘΩǎ ǎŜǊǾƛŎŜ, it may not attract AML/CFT obligations. 

Refer to Regulation 24AB, Anti-Money Laundering and Countering Financing of Terrorism 

(Exemptions) Regulations 2011 for further details.  

 

There are three types of CDD under the Act depending on your customer, and the type of 

transactions they conduct. They are:  

¶ standard CDD;  

¶ simplified CDD, and  

¶ enhanced CDD.  
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The CDD programme should set out what level of CDD you will apply to your customers and the 

circumstances under which each type of CDD is undertaken. 

 

4.8.1 Standard CDD 

For most agencies standard CDD will likely be the norm for the majority of their customers. Standard 

CDD involves the collection of identity information of the customer, any beneficial owner of the 

customer, or any person acting on behalf of the customer. 

 

Generally, standard CDD will apply when you establish a business relationship with a new customer.  

For your existing customers, standard CDD may be required depending on the level of risk involved.  

You will also need to conduct standard CDD on existing customers where there is a material change 

in the nature or purpose of the business relationship, and if you have insufficient information about 

them. For example, a customer (a family trust) you dealt with previously and prior to you having 

obligations under the Act, requests your services in respect of selling a property. However, there are 

now new trustees. As you have not dealt with the new trustees previously, you will not have any 

CDD information about them and so will need to conduct CDD for the customer.   

 

The type of information required to meet standard CDD is: 

- ¢ƘŜ ǇŜǊǎƻƴΩǎ Ŧǳƭƭ ƴŀƳŜΤ 

- ¢ƘŜ ǇŜǊǎƻƴΩǎ ŘŀǘŜ ƻŦ ōƛǊǘƘΤ 

- If the person is not the customer, the person's relationship to the customer;  

- The person's address or registered office;  

- The person's company identifier or registration number;  

- Information on the nature and purpose of the proposed (or existing) relationship with the 

customer,  

- If the customer is a company, the existence and name of any nominee director and/or 

nominee shareholder, 

- If the customer is a Limited Partnership or Overseas Limited Partnership, the existence of 

and name of any nominee general partner; 

- If the customer is a trust, the settlor(s) and any protector(s); and 

- Any information prescribed by regulations. 

The reporting entity must have specific verification requirements for each type of customer 

mentioned above and must be according to the level of risk involved. 

 

Most of the above requirements will be met by real estate agents who adhere to the identity 

verification requirements prescribed by the Amended Identity Verification Code of Practice 2013. 

 



 

© Strategi Institute Limited AML/CFT Manual for Real Estate Agents v5 June 2024 Page 13 of 39
 Section Four: Developing an AML/CFT programme 

The requirement to collect information on the nature, and purpose of the proposed business 

relationship with the customer will be satisfied when you sign an agency agreement with the 

customer that describes the nature and purpose of engagement with the customer. 

 

4.8.2 Simplified CDD 

Simplified CDD is required when dealing with customers such as government departments, local 

authorities, the New Zealand Police, the New Zealand Security Intelligence Service, registered banks, 

licensed insurers, and certain listed companies.5 

 

Most small- and medium-sized real estate agencies will not have a need for this CDD type in the 

ordinary course of their business. 

 

4.8.3 Enhanced CDD6 

Enhanced CDD is required when: 

- ¸ƻǳǊ Ǌƛǎƪ ŀǎǎŜǎǎƳŜƴǘ ƛƴŘƛŎŀǘŜǎ ŀ ΨƘƛƎƘΩ Ǌƛǎƪ ƭŜǾŜƭ, or 

- You deal with certain customer types such as a trust, a non-resident customer from a 

country that has insufficient AML/CFT measures in place (which also includes any country 

identified by the Financial Action Task Force as being a high-risk jurisdiction subject to a call 

for action), a customer who is a politically exposed person, a customer who is a company 

with a nominee director or shareholder, or a limited partnership/overseas limited 

partnership with a nominee general partner etc. 

 

Enhanced CDD requires collection and verification of the same information as standard CDD as well 

as, according to the risk level identified, the collection and verification of information relating to the 

source of the funds or wealth of the customer. 

 

Enhanced CDD may also include some of the measures below: 

- Seeking additional independent and reliable sources to verify information provided by the 

customer. 

- Taking additional measures to better understand the background, and the financial situation 

of the customer (e.g. undertaking open source research, undertaking reference checks with 

providers of ƻǘƘŜǊ ǇǊƻŦŜǎǎƛƻƴŀƭ ǎŜǊǾƛŎŜǎ όŜΦƎΦ ŎǳǎǘƻƳŜǊΩǎ ƭŀǿȅŜǊΣ ŀŎŎƻǳƴǘŀƴǘΣ ƻōǘŀƛƴƛƴƎ 

(where applicable) audited financial statements for the past three years, obtaining and 

verifying any former name (such as maiden name), etc. 

 

 
5 Refer section 18(2) of the Act and regulation 5 of the Anti-Money Laundering and Countering Financing of 
Terrorism (Requirements and Compliance) Regulations 2011. 
6 Refer section 22 of the AML/CFT Act for a full list of specific situations (in addition to trust customers) 
requiring you to conduct an enhanced CDD. 
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- ¦ƴŘŜǊǘŀƪƛƴƎ ƛƴŎǊŜŀǎŜŘ ƳƻƴƛǘƻǊƛƴƎ ƻŦ ǘƘŜ ŎǳǎǘƻƳŜǊΩǎ ǘǊŀƴǎŀŎǘƛƻƴǎΣ ŀƴŘ ƎǊŜŀǘŜǊ ǎŎǊǳǘƛƴȅ ƻŦ 

those transactions. An example is setting lower thresholds for transactions connected with 

the business relationships. 

 

Enhanced CDD in respect of trusts requires you to undertake the following: 

a. Trusts other than charitable trusts and discretionary trusts: Obtain information about the 

name and date of birth of each beneficiary of the trust. 

b. Charitable trusts: Obtain information about the objectives of the charitable trust. 

c. Discretionary trusts and trusts with more than 10 beneficiaries: Obtain descriptions of each 

class or type of beneficiary. 

Lƴ ǊŜǎǇŜŎǘ ƻŦ ΨōΩ ŀƴŘ ΨŎΩ ŀōƻǾŜΣ ǘƘŜ ǘǊǳǎǘ ŘŜŜŘ Ƴŀȅ Ŏƻƴǘŀƛƴ ǘƘŜ ǊŜǉǳƛǊŜŘ ƛƴŦƻǊƳŀǘƛƻƴΦ ¸ƻǳ Ƴǳǎǘ ƻōǘŀƛƴ 

a copy of the trust deed for your records to meet the requirement of enhanced CDD. 

 

If enhanced CDD is needed for a business relationship, "additional enhanced measures" must be 

taken if source of funds or wealth information is insufficient. 

 

4.9 CDD and beneficial ownership7 

The Act requires conducting CDD not only on the customer, but also on the beneficial owner(s) of 

the customer.  

 

It is important to know who the beneficial owner(s) are so you can make appropriate decisions 

about the level of ML/FT risk associated with your customer. 

 

A beneficial owner is a natural person, not a company or organisation.  An individual who: 

- Has effective control of the customer; or  

- Owns more than 25% of the customer, or 

- Is a person on whose behalf any transaction is conducted that is a customer of our 

ŎǳǎǘƻƳŜǊέ ŀƴŘ Ƙŀǎ άǳƭǘƛƳŀǘŜ ƻǿƴŜǊǎƘƛǇ ƻǊ ŎƻƴǘǊƻƭ ƻŦ ƻǳǊ ŎǳǎǘƻƳŜǊέ. 

If an individual satisfies any one element, or any combination of the above three elements, then 

s/he is the beneficial owner. 

 

Identifying beneficial ownership of a customer is an obligation that MUST be satisfied, regardless of 

the level of risk associated with the customer. Once the beneficial owner is identified, the 

appropriate level of CDD can be applied. 

 

 
7 Refer Appendix 2 for the full text of the Beneficial Ownership Guideline. 
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4.10  Source of funds, or source of wealth 

Under s23(a) and 24(1)(b) of the Act, reporting entities are required to take reasonable steps, 

depending on risk, to verify information on the source of funds or wealth of the customer.  

 

The source is NOT where the money is being transferred from (which, in most situations is likely to 

be a bank account). Source and wealth both point to where the funds originated.  

 

The source of funds refers to funds that a customer has acquired in connection with a particular 

business relationship, or a particular transaction. These form the basis for requiring a business 

relationship between the customer and the reporting entity. For example, a customer may acquire 

funds by selling a business and then decide to purchase property which they would like the real 

estate agent to provide their services for.  

 

On the other hand, the source of wealth refers to funds that the customer has acquired over a 

ǇǊƻƭƻƴƎŜŘ ǇŜǊƛƻŘ ƻŦ ǘƛƳŜ ŀƴŘ ǘƘŀǘ ƳŀƪŜ ǳǇ ǘƘŜ ŎǳǎǘƻƳŜǊΩǎ ŜƴǘƛǊŜ ōƻŘȅ ƻŦ ǿŜŀƭǘƘ όǘƻǘŀƭ ŦǳƴŘǎύΦ ²ƘŜƴ 

determining the source of wealth, the emphasis is on obtaining information on the ŎǳǎǘƻƳŜǊΩǎ 

activities that indicate how the customer acquired the wealth. For example, the source of the 

ŎǳǎǘƻƳŜǊΩǎ ǿŜŀƭǘƘ Ƴŀȅ Ŏƻƴǎƛǎǘ ƻŦ ǎŀǾƛƴƎǎ ŀŎŎǳƳǳƭŀǘŜŘ ŦǊƻƳ ǎŀƭŀǊȅ ǇŀȅƳŜƴǘǎ ƻǾŜǊ ǘƘŜ ǇǊŜǾƛƻǳǎ нл 

years, or an inheritance. 

 

The information about the source of funds, and the source of wealth, must be obtained when 

undertaking enhanced due diligence, both when establishing the business relationship, as well as on 

an ongoing basis for the duration of that relationship. 

 

The following table provides examples of information sources to help determine the source of funds. 

It should be emphasised that the measures described in the table should be applied according to the 

customer risk level. The list is merely illustrative. 

 

Serial Type of funds Possible information to establish source of funds, or wealth 

1 Salary savings ¶ 9ƳǇƭƻȅŜǊΩǎ ƴŀƳŜ ŀƴŘ ŀŘŘǊŜǎǎ 

¶ bŀǘǳǊŜ ƻŦ ŜƳǇƭƻȅŜǊΩǎ ōǳǎƛƴŜǎǎ 

¶ Pay slips 

¶ Bank statements evidencing salary credits into the 

ŎǳǎǘƻƳŜǊΩǎ ŀŎŎƻǳƴǘ ǿƛǘƘ ǘƘŜ ŀƳƻǳƴǘ ǊŜŀǎƻƴŀōƭȅ ƳŀǘŎƘƛƴƎ 

the amount on the pay slips. 
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Serial Type of funds Possible information to establish source of funds, or wealth 

2 Sale of securities ¶ Manner of the sale (through a broker, through a financial 

adviser, through the bank, etc.) 

¶ Quantity and value of the securities sold 

¶ Contracts evidencing the sale. 

3 Sale of property ¶ Sale and purchase agreement for the property sold 

¶ Manner of sale (e.g. private sale, through a real estate 

agency, at the auction, etc.) 

¶ How long the seller owned the property. 

4 Loan ¶ Loan agreement evidencing the amount of loan, and other 

relevant details 

¶ The purpose of the loan (e.g. debt restructuring, 

undertaking business expansion, etc.). 

5 Inheritance ¶ Amount inherited 

¶ Probated Will evidencing the name of the 

testator/testatrix, and the relationship of the person 

receiving the inheritance. 

6 Business profits ¶ Audited financial statements for the past three years 

¶ Bank statements. 
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Example of CDD from an AML/CFT programme 

¶ The agency conducts standard CDD for new customers identified as low risk when 

establishing a business relationship with them. In respect of existing customers, the agency 

conducts standard CDD only if there has been a material change in the nature or purpose of 

the agency relationship, or if the agency holds insufficient information about the existing 

customer. 

¶ Examples of material change include (but are not limited to): 

- A natural person customer changing their occupation from a salaried job to starting their 
own business activity; 

- A trust customer changing its trustees; 
- A limited liability customer changing its shareholding; 
- A natural person customer going on secondment to a jurisdiction with insufficient ML/FT 

controls;  
- ! ƴŀǘǳǊŀƭ ǇŜǊǎƻƴ ŎǳǎǘƻƳŜǊ ōŜŎƻƳƛƴƎ ŀ ΨtƻƭƛǘƛŎŀƭƭȅ ŜȄǇƻǎŜŘ ǇŜǊǎƻƴΩ όt9tύ; and 
- The customer is wanting to sell/buy within a short period after purchasing or selling.  

¶ The agency conducts simplified CDD when dealing with customers such as government 

departments, local authorities, the New Zealand Police, the New Zealand Security Intelligence 

Service and certain listed companies. Currently, the agency does not have any customers in 

this category. 

¶ When conducting standard CDD, the practice will gather extra details about the legal 

structure of their clients/customers (legal persons and legal arrangements), like proof of their 

existence, who owns and controls them, and any rules they follow.  

¶ When dealing with companies, limited partnerships, partnerships and trusts, the practice will 

need more information beyond just their name.  

This additional information includes things that evidence that they:  

- exist and are legitimate,  

- who owns them,  

- who controls them, and  

- what rules or laws they operate under. 

If the customer is a trust, we will obtain, in addition to the above, information relating to the 
powers that bind and regulate the trust. This could be the trust deed and any deeds of 
appointment or amendment; as well as the information about the settlor(s) and any 
protector(s) of the trust. For a natural person, this should include obtaining their names and 
dates of birth. 

¶ The agency takes a risk-based approach to obtaining information relating to the customer. 

¶ After completing initial CDD action and after reviewing information gathered, the agency will 

consider the money laundering/terrorist financing risk of the company. If this is determined 

as low, the practice will ask the client or any person(s) representing the client if any director, 

ǎƘŀǊŜƘƻƭŘŜǊΣ ƻǊ ƎŜƴŜǊŀƭ ǇŀǊǘƴŜǊ ƛǎ ŀ ΨƴƻƳƛƴŜŜΩΦ ¢ƘŜ ǊŜǎǇƻƴǎe should be recorded by way of file 

note. If the agency considers the company or limited partnership to be medium or high risk, 
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then the agency will consider developing an attestation form that the person representing the 

company or limited partnership sign acknowledging that there are no nominee directors, 

shareholders or general partners involved.     

¶ The agency conducts standard CDD if a person seeks to conduct a transaction through us 

outside of a business relationship, provided it is not an occasional transaction and there are 

grounds to report a suspicious activity. 

¶ The agency subjects a customer to enhanced CDD in the event a suspicious activity is 

suspected even if simplified CDD would typically suffice. 

¶ The agency conducts enhanced CDD for customers who are trusts (family trusts or charitable 

trusts), NZ non-resident customers from countries having insufficient AML/CFT measures 

(which also includes any country identified by the Financial Action Task Force as being a high-

risk jurisdiction subject to a call for action), or customers who could qualify as PEP, or 

customers who are companies with a nominee director or shareholder, or a limited 

partnership/overseas limited partnership with a nominee general partner.  

¶ The agency has a policy to verify the identity of all new clients. In respect of existing clients, 

we ensure we hold, as a minimum, their full name, date of birth and last known address. If 

they request a new service ƻǊ ǊŜǉǳŜǎǘ ŀƴ ΨǳƴǳǎǳŀƭΩ ŀƳƻǳƴǘ ƻŦ ǎŜǊǾƛŎŜǎ ǎǳŎƘ ŀǎ ōŜƛƴƎ ƛƴǾƻƭǾŜŘ 

in multiple sale and purchases of property or businesses, then we will undertake standard or 

enhanced CDD, depending on the risk they impose. 

¶ The client base of the agency ŎƻƳǇǊƛǎŜǎ фл҈ ΨaǳƳ ŀƴŘ ŘŀŘΩ ǘȅǇŜ ŎƭƛŜƴǘǎ ǿƘƻ ŀǊŜ ŜƛǘƘŜǊ bŜǿ 

Zealand citizens or New Zealand permanent residents. These clients are very low risk 

requiring standard CDD. 10% of the clients are family trust clients requiring enhanced CDD. 

¶ The documents used to conduct the standard CDD are based on the documents prescribed by 

the Amended Identity Verification Code of Practice 2013 (IVCOP). A typical requirement is in 

Appendix 6. 

¶ The verification is face-to-face, or by copies of documents certified by persons prescribed by 

the IVCOP. In respect of family trust clients we also ask for a copy of the trust deed together 

with any amendments and supplements. 

¶ Lƴ ǊŜǎǇŜŎǘ ƻŦ ǘƘŜ ŦŀƳƛƭȅ ǘǊǳǎǘ ŎƭƛŜƴǘǎΣ ǘƘŜ {ŜǘǘƭƻǊǎ ŀǊŜ ΨaǳƳ ŀƴŘ 5ŀŘΩΦ ¢ƘŜ ǘǊǳǎǘŜŜǎ ŀǊŜ ΨaǳƳ 

ŀƴŘ 5ŀŘΩ ŀƴŘ ŀ ǇǊƻŦŜǎǎƛƻƴŀƭ ǘǊǳǎǘŜŜΦ ¢he professional trustee is a NZ-based accountant or a 

solicitor (member of the CAANZ or the Law Society). The trust assets mostly comprise of an 

investment portfolio and/or a family home. The Settlors (who are also the Protectors having 

ǘƘŜ ǇƻǿŜǊ ǘƻ ΨƘƛǊŜ ŀƴŘ ŦƛǊŜΩ ǘǊǳǎǘŜŜǎύ ŀǊŜ ǘƘŜ ōŜƴŜŦƛŎƛŀƭ ƻǿƴŜǊǎΦ 

¶ With family trusts, we ask for information about the source of funds. This could be the 

following: 

¶ If the funds are from the sale of property, then a certified copy of sale and purchase 

agreement evidencing date of settlement, and price. 
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¶ If the funds are from the sale of investments, then a certified copy of the statement from the 

investment company (with whom the investment was held). 

¶ ²Ŝ ŀƭǎƻ ŀǎƪ ŦƻǊ ŀƴŘ ǊŜǘŀƛƴ ŀ ŎƻǇȅ ƻŦ ǘƘŜ ǘǊǳǎǘ ŘŜŜŘ ƻƴ ǘƘŜ ŎƭƛŜƴǘΩǎ ŦƛƭŜΦ  

¶ The agency ǊŜǉǳƛǊŜǎ ǎǘŀŦŦ ǘƻ ǳƴŘŜǊǘŀƪŜ ǘǊŀƛƴƛƴƎ ǘƻ ǳƴŘŜǊǎǘŀƴŘ ǘƘŜ ƳŜŀƴƛƴƎ ƻŦ ΨōŜƴŜŦƛŎƛŀƭ 

ƻǿƴŜǊΩ ƻŦ ŀ ŎǳǎǘƻƳŜǊΦ ¢ƘŜ ǘǊŀƛƴƛƴƎ ƛǎ ǇǊƻǾƛŘŜŘ ƻƴƭƛƴŜ ōȅ {ǘǊŀǘŜƎƛ LƴǎǘƛǘǳǘŜ ǘƘǊƻǳƎƘ ǘƘŜ wŀŘŀǊ 

platform. Staff undertake the relevant CPD module, designed by Strategi Institute, and their 

knowledge is tested via an online test. 

¶ Irrespective of the type of CDD undertaken, we subject all customers to a PEP check, using the 

electronic PEP checking tool MemberCheck. If a customer is a PEP then we will obtain senior 

management approval to commence the business relationship. 

¶ It is our policy not to enter into a business relationship with customers who are not able to 

provide satisfactory customer due diligence information (including information about the 

source of funds).  

¶ The agency considers the following extra measures if standard enhanced CDD rules of 

establishing source of wealth and/or source of funds are not enough to adequately reduce 

the risk of money laundering and financing terrorism. 

¶ In addition, when conducting enhanced CDD, the agency must be able to know when it is 

necessary to obtain and verify customer information regarding the source of funds or the 

source of wealth, and both the source of funds and the source of wealth. 

¶ Where we have an existing business relationship, we would terminate that relationship if the 

customer fails to provide relevant customer due diligence information, requested as part of 

our ongoing due diligence. The business relationship will be terminated if the customer fails 

to provide us with the requested due diligence information within 20 working days of the 

request made. When we terminate a business relationship, any funds or other assets received 

will be returned to the customer even if the funds were received from a third party, unless the 

customer directs the funds to be paid to the source. During that period we will monitor the 

ŎǳǎǘƻƳŜǊΩǎ ǘǊŀƴǎŀŎǘƛƻƴǎ ŀƴŘ ŦƛƭŜ ŀ ǎǳǎǇƛŎƛƻǳǎ ŀŎǘƛǾƛǘȅ ǊŜǇƻǊǘ ƛŦ ǘƘŜ ǎƛǘǳŀǘƛƻƴ ǿŀǊǊŀƴǘǎΦ 

¶ We will not on-board customers from FATF defined high-risk, and non-cooperative 

jurisdictions. 

 

 

4.11  Ongoing CDD and account monitoring  

A customer intent on acquiring your services to facilitate ML/FT may present themselves as a 

legitimate client. S/he may engage you in relation to a corrupt transaction well into the business 

relationship, after having won your trust by satisfying your CDD measures and by dealing with you 

over a period of time. In this scenario, CDD alone would not prevent abuse of your professional 

standing. Ongoing monitoring is, therefore, a logical inclusion in the efforts to combat ML/FT. 
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Therefore, the Act places an obligation on real estate agencies to monitor the transactions carried 

out by (and on behalf of) customers throughout the duration of the business relationship. The aim of 

this is to enable the agency ǘƻ ǊŜƳŀƛƴ ŀǿŀǊŜ ƻŦ ǘƘŜ ǎŎŀƭŜ ŀƴŘ ƴŀǘǳǊŜ ƻŦ ǘƘŜ ŎǳǎǘƻƳŜǊΩǎ ōǳǎƛƴŜǎǎ 

affairs and to enable the agent to become aware of transactions which are so unusual, in size or 

nature, that they might give a reason to suspect ML/FT. Ongoing monitoring may also help to ensure 

that CDD data is kept up to date. 

 

Ongoing CDD requires you to regularly review information about the business relationship you have 

with your customers. Account monitoring involves reviewing account activity and transaction 

behaviour. You can do this using a manual or electronic system to review the transactions that occur 

and to detect patterns or unusual transactions. Your account monitoring requirements will be 

determined by the factors considered in your risk assessment. For some reporting entities a manual 

system will not be adequate. For example, if you process a large number of transactions or have a 

large customer base, a manual system may not allow you to adequately monitor transactions. 

However, for a small real estate agency, a good client relationship management system (CRM) that 

will record client details and enable filtering of clients will be sufficient. In most instances, staff 

training and knowledge of what to look for, plus a general sense of ML/FT awareness should be 

sufficient to detect a change in behaviour of certain clients. 

 

The ongoing CDD and account monitoring you conduct must allow you to identify any 

inconsistencies between what you know about your customer, and the transactions they undertake. 

¢ƻ Řƻ ǘƘƛǎ ȅƻǳ Ƴǳǎǘ ŎƻƴǎƛŘŜǊ ǿƘŀǘ ȅƻǳ ƪƴƻǿ ŀōƻǳǘ ǘƘŜ ŎǳǎǘƻƳŜǊΩǎ ǳǎŜ ƻŦ ȅƻǳǊ ǇǊoducts and services 

as well as the risk rating for the customer type according to your AML/CFT risk assessment. You must 

also consider the type of CDD undertaken when the business relationship was established and your 

current assessment of the level of risk involved. This will allow you to identify grounds for suspicious 

transaction reporting. 

 

Depending on risk levels, entities must update and verify customer information during regular 

reviews, considering the adequacy of information and when CDD was last conducted. 

Regular reviews of information about designated non-financial business or profession activities are 

also necessary. 

 

Example of Ongoing CDD described in an AML/CFT programme 

¶ We undertake ongoing CDD following a risk-based approach, or on a risk-sensitive basis. That 

ŀǇǇǊƻŀŎƘ ƛǎ ōŀǎŜŘ ƻƴ ŜǎǘŀōƭƛǎƘƛƴƎ ΨƴƻǊƳŀƭΩ ŜȄǇŜŎǘŜŘ ŀŎǘƛǾƛǘȅ ŦƻǊ ŜŀŎƘ ƻŦ ƻǳǊ ŎǳǎǘƻƳŜǊǎ ŀǘ ǘƘŜ 

time of customer onboarding. These expected activity profiles are used to compare actual 

activities.  
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¶ The expected activity profiles are based on customer types (i.e. natural persons, trusts, 

limited liability companies), geography (i.e. NZ-based, out of NZ-based in jurisdictions with 

robust AML/CFT measures, out of NZ-based in jurisdictions with insufficient ML/FT measures 

(including any country identified by the Financial Action Task Force as being a high-risk 

jurisdiction subject to a call for action), etc.), and nature of business/occupation (i.e. salaried, 

cash intensive businesses, unemployed, etc.). 

¶ Lƴ ǘƘŜ ŜǾŜƴǘ ŎǳǎǘƻƳŜǊǎΩ ŀŎǘƛǾƛǘƛŜǎΣ ǘƘǊƻǳƎƘ ƻǳǊ agency, are found to be in variance with their 

expected profile (created in the manner described above), then we engage with those 

customers to update the CDD information held on our records.  

¶ Depending on risk levels, the practice updates and verifies customer information during 

regular reviews, considering the adequacy of information and when CDD was last conducted. 

The practice also conducts regular reviews of information about designated non-financial 

business or profession activities if necessary. 

¶ The frequency of review would be determined by the risk rating of the client as mentioned 

above, the extent of due diligence undertaken when the client was onboarded and what sort 

of changes have occurred in the practice or in the type of transactions undertaken with us. 

¶ Ongoing CDD is also undertaken as appropriate opportunities arise such as: 

- when a previously inactive engagement recommences; 

- whenever there is a change of control and/or ownership of the customer, such as change 

of trustees, change of directors or senior managers in a business, and major shareholder 

change or whenever there is business sale, merger, etc.; 

- when the business is introducing new products or services which increase the risk of 

ML/TF; and 

- where any cause for concern, or suspicion, has arisen (in such cases, care is taken to avoid 

making any disclosure which could constitute tipping off). 

¶ The transactions undertaken by clients are of the type that can be monitored manually.  

 

 

4.12  CDD conducted on your behalf  

The Act permits you, in certain circumstances, to rely on CDD conducted on your behalf by another 

person who is:  

¶ Your agent; or  

¶ A reporting entity that consents to do so; or  

¶ A resident in a country:  
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- with sufficient AML/CFT systems and measures in place; and  

- supervised or regulated for AML/CFT purposes, and  

- who consents to do so.  

 

A person or reporting entity (that is not your agent) that you rely on, must have a business 

relationship with the customer concerned. They must have conducted CDD to at least the standard 

required by the Act and provided you with relevant identity and verification information. Where CDD 

is conducted on your behalf by a member of your designated business group, or a person that is not 

your agent, the relevant verification information must be provided to you as soon as practicable, but 

no later than five working days after the relationship is established or the occasional transaction is 

conducted. If a reporting entity is a member of a designated business group and is relying on an 

overseas member for CDD, it must ensure that the overseas member meets comparable standards 

to the AML/CFT Act or consider the risk level of the relevant country appropriately. 

 

If your agency relies on CDD conducted on your behalf by another person, then s 57(k) of the Act 

requires your AML/CFT programme to set out: 

- policies, procedures and controls for circumstances under which you rely on CDD 

conducted on your behalf, and  

- the procedures which will be followed by the person conducting CDD on your behalf.  

Your policies, procedures and controls will have to be adequate and effective to detect and deter the 

ML/FT risks that your risk assessment has identified. For example, you could set out how a person 

resident in another country will conduct CDD on a trust in that country before you enter into a 

business relationship with the trust.  

 

You are responsible for the adequacy of the CDD conducted on your behalf. This means it is 

desirable for you to communicate your relevant policies, procedures, controls and CDD 

requirements clearly to the third party. It is also desirable for you to check periodically whether the 

third party is carrying out CDD to the required standard. 

 

In the case of a typical small real estate agency, the CDD will be carried out by the staff within the 

agency at the time of engagement so there is no requirement to rely upon third party CDD. 

However, there could be instances such as: 

- A customer is overseas or incapacitated and there is a Power of Attorney who has signing 

rights. 

- The agency has offices around New Zealand and agents (usually contractors or franchisees) 

are meeting new clients and undertaking CDD on your behalf.  

- A new client who is a New Zealand citizen and resident but is temporarily working overseas 

and now wishes to avail your services (e.g. buy or sell property). 



 

© Strategi Institute Limited AML/CFT Manual for Real Estate Agents v5 June 2024 Page 23 of 39
 Section Four: Developing an AML/CFT programme 

 

Example of Third Party CDD as described in an AML/CFT programme 

There are limited circumstances when we may rely on third parties conducting CDD on our behalf. 

This may happen when customers are referred to us by other real estate agents, accounting 

practices, or law firms, for providing real estate services. 

Policy 

¶ It is our policy to put in place a written agreement with the third party setting out what we 

expect from them and what we must obtain from them as part of CDD prior to undertaking 

the work for the customers.  

Procedure 

¶ An agreement is put in place with any third party (or parties) we decide to rely on for the 

purpose of fulfilling our CDD obligations. 

¶ The AML/CFT compliance officer checks the identification documents obtained and verified 

on our behalf. 

¶ In the case of any discrepancies (e.g. if the attestation wording is incorrect, or the attestation 

does not indicate the date the document is verified by the agent) the AML/CFT compliance 

officer will notify the third party and obtain another set of correctly verified or certified 

documents before providing services to the customer. 

¶ Records of the CDD documentation (including communication with the third party (or 

parties)) is held on customer files. 

Control 

¶ The AML/CFT compliance officer, when undertaking a review of our compliance with the 

AML/CFT programme, checks customer records where we relied on third parties for 

undertaking CDD on our behalf. 

¶ The AML/CFT compliance officer obtains and keeps on file, information about the type of 

AML training provided (and how it was provided) to the relevant persons of the third party to 

ensure those persons are fully familiar with the requirements of the Act as they relate to 

obtaining the customer identity and verifying that identity. 

¶ The agreement with the third party (or parties) contains provisions describing when we may 

terminate the agreement (e.g. for unsatisfactory performance when undertaking CDD on our 

behalf).  

 
Note: If the agency does not rely on CDD conducted on its behalf by another person, then the 
AML/CFT programme can state this in the section relating to CDD. 

 

 

4.13  Exception handling process 
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A reporting entity choosing to rely on the IVCOP, for identity verification of customers (that are 

natural persons) assessed by the reporting entity to be high risk, must have appropriate exception 

handling procedures in place.  

 

The IVCOP prescribes different types of documents a reporting entity may use to undertake 

ǾŜǊƛŦƛŎŀǘƛƻƴ ƻŦ ŎǳǎǘƻƳŜǊǎΩ ƛŘŜƴǘƛǘȅΦ IƻǿŜǾŜǊΣ ǘƘŜǊŜ ǿƛƭƭ ŀƭǿŀȅǎ ōŜ ǎƻƳŜ ŎǳǎǘƻƳŜǊǎ όŦƻǊ ŜȄŀƳǇƭŜ ǘƘŜ 

ǾŜǊȅ ȅƻǳƴƎΣ ƻǊ ǘƘŜ ǾŜǊȅ ƻƭŘύ ǿƘƻ ŘƻƴΩǘ ƘŀǾŜ ǘƘŜ ǊŜǉǳƛǊŜŘ ƛŘŜƴǘƛŦƛŎŀtion documents. The exception 

handling policy, procedures, and controls enable a reporting entity to deal with such circumstances. 

 

It is important to remember exceptions are just that ς they should not turn into normal business 

practice. As an example, exception handling should only be used where the person genuinely does 

not hold the identification documents, not where they have just left them at home. 

 

 

Example of Exception Handling section from an AML/CFT programme 

An exception occurs when an existing customer, or a potential new customer, is unable to provide 

the identity verification documents prescribed by the IVCOP. 

Policy 
Customers not in a position to provide identity documents, prescribed by the IVCOP will only be on-
boarded on a case- by- case basis and with the approval of the AML/CFT compliance officer. 

 
Procedure 

¶ The AML/CFT compliance officer has prescribed alternative documents for identity 

verification purposes when a customer cannot supply identity documents as prescribed by the 

IVCOP. The alternative documents are: 

a. For persons under 18 years of age, a birth certificate or a student identity card. 

b. For persons over 18 years of age, who are unable to produce a primary photographic 

identification, the acceptable document is the passport-size photograph of the customer 

along with an Identifier Statement of the person who has known the customer for a 

minimum period of 12 months before the date of on-boarding.  In addition, the identity of 

the Identifier should be verified using the documents prescribed by the IVCOP. 

¶ Staff undertaking identity verification by such means, must record the reasons for making the 

ŜȄŎŜǇǘƛƻƴΣ ŀƴŘ ǊŜǘŀƛƴ ǘƘŜ ǊŜŎƻǊŘ ƻƴ ǘƘŜ ŎǳǎǘƻƳŜǊΩǎ ŦƛƭŜΦ 

¶ In the event the customer is unable to supply the documents described in a (i), or (ii), then the 

customer must not be on-boarded, and the AML/CFT compliance officer must be informed. 

Control 

¶ At the end of each month the AML/CFT compliance officer undertakes a review of files of new 

customers to ascertain if any customer was on-boarded by making an exception to our 
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standard procedure of only obtaining identification documents prescribed by the IVCOP. This 

check reveals if the exception handling procedure was correctly followed at the time of 

onboarding. 

¶ If the above check reveals the exception handling procedure was not correctly followed, then 

additional training is provided by the AML/CFT compliance officer to the relevant staff 

member. 

 

 

4.14  Written findings 

Your AML/CFT programme must contain policies, procedures, and controls to examine and keep 

written findings on any activity that is likely by its nature to be related to ML/FT. You must also 

examine and keep written findings on any complex or unusually large transactions, and unusual 

patterns of transactions with no obvious economic or lawful purpose.  

 

Your policies, procedures, and controls must also set out how you will monitor, examine, and keep 

written findings relating to relationships and transactions with countries that do not have, or have 

insufficient, AML/CFT systems in place. Your AML/CFT programme must include additional measures 

that restrict any dealings with these countries.  

It is unlikely a small- to medium-sized real estate agency offering simple services such as the buying 

ŀƴŘ ǎŜƭƭƛƴƎ ƻŦ ǊŜǎƛŘŜƴǘƛŀƭ ŦŀƳƛƭȅ ƘƻƳŜǎ ǘƻ ΨaǳƳ ŀƴŘ 5ŀŘΩ ǘȅǇŜ ŎƭƛŜƴǘǎΣ ǿƛƭƭ ōŜ ƛƴǾƻƭǾŜŘ ƛƴ ŀŎǘƛǾƛǘƛŜǎ 

related to ML/FT. 

 

Example of Written Findings section from an AML/CFT programme 

The agency is aware of the requirement to keep written findings of any activity that is likely to be 

related to ML/FT. This awareness is maintained via the training programme undertaken by all staff 

annually. It would be rare to have complex or unusually large transactions or transactions that 

have no obvious economic benefit as the agency does not deal with clients intending to undertake 

transactions of this type. 

Policy 

¶ We keep written findings relating to complex or unusually large transactions, or unusual 

patterns of transactions that have no obvious economic benefit, or any other activity we 

regard as being particularly likely by its nature to be related to ML/FT. 

Procedure 

¶ As the first step, we provide in-depth training to staff to ensure they can identify complex or 

unusually large transactions, or transactions having no obvious economic purpose. The 

training is provided by using examples of red flags described in publications such as the FIU 
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quarterly typology reports. The training is undertaken via the online education platform 

Radar (we subscribe to), provided by the Strategi Institute. 

¶ If a staff member identifies clients intending, or enquiring about using our services, to 

undertake transactions we do not undertake in the normal course of conducting our business, 

then they will discuss the matter with the AML/CFT compliance officer or a partner. The 

discussions may trigger the requirement to file a suspicious activity report and that decision 

will rest with the AML/CFT compliance officer. 

¶ We maintain a register that records transactions of the type described above, whether or not 

such transactions are actually undertaken.  

Control 

¶ The AML/CFT compliance officer reviews the register recording the transactions of the type 

described above when reviewing the compliance of the agency with its AML/CFT programme. 

A report of the review findings is provided to senior management of the agency. 

 

 

4.15  Suspicious activity reporting  

Under s40 of the Act, if a person conducts, or seeks to conduct, a transaction through your agency 

and you have reasonable grounds to suspect the activity, or proposed activity, is or may be involved 

in criminal activity, you must make a suspicious activity report (SAR) to the FIU. This must be 

reported as soon as practical, but no later than three working days after forming a suspicion. 

 

An activity does not have to be completed before you can notify the FIU. You can submit SARs to the 

FIU about proposed activities as well. For example, if you turn a client away because you are not 

comfortable with the explanation they give you about the source of their funds, you should still 

submit a SAR with the information you have collected. 

 

Your AML/CFT programme must contain policies, procedures, and controls for reporting suspicious 

activities to the FIU (including, if applicable, filing suspicious property reports (SPRs) under the 

Terrorism Suppression Act 2002). 

 

goAML Web is the method prescribed by the FIU to file SARs. You must first register on the goAML 

Web in order to file SARs. Appendix 12 provides guidance on how to register a reporting entity on 

goAML Web. 

 

4.15.1 Identifying suspicious activity 
LŘŜƴǘƛŦȅƛƴƎ ŀ ǎǳǎǇƛŎƛƻǳǎ ŀŎǘƛǾƛǘȅ Ƴŀȅ ōŜ ƭŀǊƎŜƭȅ ōŀǎŜŘ ƻƴ ȅƻǳǊ ΨƎǳǘ ŦŜŜƭƛƴƎΩΦ DŜƴŜǊŀƭƭȅΣ ŀ ǎǳǎǇƛŎƛƻǳǎ 

ŀŎǘƛǾƛǘȅ Ƴŀȅ ƻŦǘŜƴ ōŜ ƻƴŜ ǿƘƛŎƘ ƛǎ ƛƴŎƻƴǎƛǎǘŜƴǘ ǿƛǘƘ ŀ ŎƭƛŜƴǘΩǎ ƪƴƻǿƴ ƭŜƎƛǘƛƳŀǘŜ ōǳǎƛƴŜǎǎ ƻǊ ǇŜǊǎƻƴŀƭ 

activities, or with the normal business of a client of that type. Therefore, the key to recognition is 

ŦƛƴŘƛƴƎ ƻǳǘ ŜƴƻǳƎƘ ŀōƻǳǘ ǘƘŜ ŎƭƛŜƴǘΩǎ ōǳǎƛƴŜǎǎ (or personal situation) with a view to be able to 

identify that a transaction, or a series of transactions is unusual. However, it is important to bear in 
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mind that an activity which appears unusual is not necessarily suspicious. In the first instance, an 

unusual activity will likely form the basis for further investigation, which in turn may require a 

judgement as to whether the activity is actually suspicious. 

 

Suspicion falls short of proof based on well-founded evidence, but it should still be based on some 

foundation. A vague feeling of unease will not suffice.   

 

A particular sector (e.g. real estate), or business, may be subject to a greater degree of inherent risk 

of ML/FT. However, an assessment that there is a higher than normal risk of ML/FT is not alone a 

sufficient basis for suspecting ML/FT. 

 

The test for whether a person holds a suspicion is an objective one. If someone thinks a transaction 

is suspicious, they are not expected to know the exact nature of the criminal offence, or that 

particular funds were definitely from that crime. They may have noticed something unusual or 

unexpected and, after making enquiries, the facts do not seem normal or make commercial sense. 

There does not have to be evidence that money laundering is taking place for there to be a 

suspicion.   

 

Real estate agents should exercise a healthy level of professional scepticism and make reasonable 

enquiries if they come across information which could form the basis of a suspicion. 

 

4.15.2 Red flags or indicators of suspicion 

In the real estate context, some red flags or indicators of suspicion could be a customer who: 

¶ Provides conflicting information to different staff members within the agency or conflicting 

information to the same staff member. 

¶ Invests in property at significantly higher or lower prices than market value.  

¶ Is looking to re-sell property shortly after purchase for less than the price it was purchased for.  

¶ Is located a significant and unexplained distance from the real estate agent. 

¶ Appears to be secretive and unwilling to provide information about source of funds, or source 

of wealth, proof of identity, etc. 

¶ Requests documentation standards be waived. 

¶ Provides identification documents that are expired. 

¶ Attempts to threaten or bribe staff (or the salesperson) in order to circumvent identification. 

¶ Provides disconnected telephone number(s) or refuses to provide a contact number. 

¶ Requests proceeds from the sale of the property be sent to a high AML/CFT risk jurisdiction 

not normally associated with the jurisdiction(s) the client resides in. 

¶ Has an account for which several persons have signature authority, and where these persons 

appear to have no relation to each other. 
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¶ Is not concerned about the level of fees. 

¶ Deposits funds into your trust account but ends the transaction for no satisfactory reason 

within a very short period of making that deposit. 

¶ Is involved in a cash-extensive business. 

 

Example of Suspicious Activity Reporting section from an AML/CFT programme 

Policy: 

¶ The agency will report all suspicious activities to the FIU. The policy for reporting is based on 

a ΨƎǳǘ ŦŜŜƭΩ ŘǳǊƛƴƎ ŎƭƛŜƴǘ ƛƴǘŜǊŀŎǘƛƻƴǎΦ ¢ƘŜ agency ōŜƭƛŜǾŜǎΣ ΨƛŦ ǎƻƳŜǘƘƛƴƎ ǎŜŜƳǎ ƴƻǘ ǊƛƎƘǘΣ ǘƘŜƴ 

it ǇǊƻōŀōƭȅ ƛǎƴΩǘΩΦ   

¶ All staff are required to alert, in person, or in an email, the AML/CFT compliance officer of any 

incident prompting suspicion. The AML/CFT compliance officer has the authority to authorise 

and forward the suspicious activity report (SAR) prepared in consultation with the staff 

involved. In the absence of the AML/CFT compliance officer, staff must report to one of the 

managers in the agency. 

¶ In addition, the agency follows a strict ΨNo tipping off policyΩ with respect to reporting 

suspicious activities. 

¶ The agency is aware of its obligations to submit suspicious property reports under the 

Terrorism Suppression Act 2002. However, it is our policy not to assume a role giving us 

ŎƻƴǘǊƻƭ ƻŦ ŎƭƛŜƴǘǎΩ ǇǊƻǇŜǊǘȅ όƛΦŜΦ ǊŜŀƭ ƻǊ ǇŜǊǎƻƴŀƭ ǇǊƻǇŜǊǘȅ ƻŦ ŀƴȅ ŘŜǎŎǊƛǇǘƛƻƴΣ ǿƘŜǘƘŜǊ ǎƛǘǳŀǘŜŘ 

in New Zealand or elsewhere and whether tangible or intangible, including any interest in the 

tangible or intangible property). For this reason we do not consider it necessary to implement 

detailed procedures and controls relating to submission of suspicious property reports. 

Procedure:  

¶ The relevant staff member alerts the AML/CFT compliance officer about the suspicious nature 

of the activity. The following information should be provided to the AML/CFT compliance 

officer: 

- Date and description of unusual activity/transaction. 

- Date noted. 

- Date and description of initial research and/or EDD measures (if relevant). 

- Explanation of why SAR should or should not be submitted. 

¶ The AML/CFT compliance officer and the staff member discuss the circumstances surrounding 

the suspicion. 

¶ If appropriate, the relevant staff member provides ALL the supporting evidence to the 

AML/CFT compliance officer.  
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¶ On the basis of the above the AML/CFT compliance officer will make the final decision about 

submitting the SAR to the FIU. 

¶ The AML/CFT compliance officer files the SAR using the goAML Web reporting tool. The SAR is 

filed as soon as practicable but no later than 3 working days after forming the suspicion. 

¶ The AML/CFT compliance officer will maintain a record of the date the SAR is submitted, and 

the feedback, if any, from the FIU (e.g. date the SAR was rejected by the FIU and the reasons 

provided thereof). If the SAR was re-submitted, then the AML/CFT compliance officer will 

maintain a record of the date it was re-submitted. Any follow-up actions taken following the 

submission of the SAR will also be recorded by the AML/CFT compliance officer 

¶ If the urgency of the situation warrants, then the AML/CFT compliance officer may orally file 

the SAR, with the NZ Police, within the prescribed three-day limit. However, the oral 

submission will be followed by filing the SAR using the goAML web tool (and this filing is also 

required to be done within the three-day prescribed limit after forming a suspicion). Examples 

of urgent situations could be if the client is already a part of ML/FT investigation, or the client 

is permanently leaving New Zealand. 

¶ The AML/CFT compliance officer keeps the senior management informed of filing the SAR. 

¶ All SAR records and records in relation to filing those SARs will be held for five years (or a 

longer period if specified by the DIA). 

Control 

¶ The agency has training in place for all staff to identify suspicious activities relevant to our 

situation. The training is undertaken through Strategi Institute. New staff are provided with 

this training within ten days of induction and before they commence active duties involving 

AML/CFT obligations. On-going refresher training is also provided to all staff (in roles 

involving AML/CFT duties). Completion of this training is taken into account when 

undertaking annual appraisals. 

¶ The AML/CFT compliance officer reports to the senior management the number of SARs filed, 

including reporting NIL if no SARs are filed in any given year. 

¶ The agency holds all the relevant records relating to the filing of SARs separate to the records 

holding client files. These records are held by the AML/CFT compliance officer. Access to these 

records is only given to the AML/CFT compliance officer, and one designated member of the 

senior management of the agency. 

 

4.15.3 Monitoring suspicious activity 

Suspicious activity reporting is an important tool for reporting entities to help the FIU in its efforts to 

combat ML/FT.  

The AML/CFT supervisors have expressed concern about the continued low-level of suspicious 

transaction reports (called suspicious activity reports from 1 July 2018). Some of the reasons they 

have identified for this include: 
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a. Lack of targeted training of staff, and senior management (e.g. red flags training for client 

facing front line staff); 

b. LƴŀŘŜǉǳŀǘŜ ƳƻƴƛǘƻǊƛƴƎ ƻŦ ŎƭƛŜƴǘǎΩ ŀŎǘƛǾƛǘƛŜǎκǘǊŀƴǎŀŎǘƛƻƴǎΤ 

c. Lack of a robust internal referral process for potentially suspicious activities (e.g. 

whistleblowing policies8); 

d. Poor documentation, or lack thereof to record and escalate suspicious activities, and 

e. Lack of interest from senior management whose sole focus is on growing the client base. 

 

4.15.4 Tipping off 
Tipping off is letting the client know they are (or may be) a subject of suspicion of ML/FT activities.  

Tipping off could occur at the stage of initial contact with the client, during the processing of 

transactions or obtaining information when investigations are being conducted on a suspicion or 

even after reporting to the FIU.  

 

All members of staff (including senior management) must be made fully aware of their personal 

obligations under tipping-off legislation. They need to know what to say to a client and what to do to 

avoid alerting the client to the concerns of the reporting entity relating to the potential or actual 

ML/FT activities of the client. 

 

Section 46(2) of the Act prohibits tipping off. It states a reporting entity must not disclose to ANY 

person, information about the SAR, or information identifying the person preparing or filing the SAR 

(in their capacity as the employee of the reporting entity). However, the following persons are 

excluded: 

i. a Police employee who is authorised by the Commissioner to receive the information; or 

ii. ǘƘŜ ǊŜǇƻǊǘƛƴƎ ŜƴǘƛǘȅΩǎ !a[κ/C¢ ǎǳǇŜǊǾƛǎƻǊΤ ƻǊ 

iii. an officer or employee of the reporting entity, for any purpose connected with the 

ǇŜǊŦƻǊƳŀƴŎŜ ƻŦ ǘƘŀǘ ǇŜǊǎƻƴΩǎ ŘǳǘƛŜǎΤ ƻǊ 

iv. a lawyer, for the purpose of obtaining legal advice or representation in relation to the matter, 

or 

v. another member of a designated business group of which the reporting entity is a member, to 

the extent necessary for the reporting entity to decide whether to make a suspicious activity 

report. 

 

A breach of s 42 of the Act (i.e. making unlawful disclosure of SARs for the purpose of obtaining a 

pecuniary benefit or prejudicing any ML/FT investigation) is a serious offence (under s 94 of the Act). 

Under s 100 of the Act, the reporting entity or the person committing the offence is liable to a fine 

of up to $5 million (for an entity), and up to $300,000 or imprisonment of up to two years or both 

(for individuals). 

 

 
8 https://www.publicservice.govt.nz/resources/protected-disclosures-act-2022/ 

https://www.publicservice.govt.nz/resources/protected-disclosures-act-2022/
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In view of the serious consequences of tipping off, ǘƘŜ ŀƎŜƴŎȅΩǎ internal procedures should clearly 

set out what is expected of individuals who form suspicions or obtain knowledge of possible money 

laundering. 

 

The internal procedures should specify in what form staff may report their suspicion and to whom. 

The reports can take any form specified by the agency in internal procedures, e.g. emails, in writing, 

supplemented by copies of third-party documents and working papers but the agency should ensure 

that, whatever forms the reporting takes, relevant personnel are aware of the procedures to be 

used.  

 

Consideration should be given to how to minimise the number of copies of reporting information 

held within an agency. The agency may wish to consider whether it is advisable to specify telephone 

or face to face contact with the AML/CFT compliance officer as the preferred initial reporting 

method, with the reporting records being created by the AML/CFT compliance officer, 

supplemented as necessary with copy information from client files. 

 

It is recommended that all details of internal reports are held by the AML/CFT compliance officer and 

excluded from client files. The duty to report is a matter which does not fall within the delivery of 

professional services to clients and accordingly reporting details are not required to be placed on 

client files. Exclusion of information from client files assists in avoiding inadvertent or inappropriate 

disclosure of information and provides some protection against the threat of tipping off. Client files 

should retain only that information relevant to, and required for, the professional work being 

undertaken. 

 

All relevant staff should receive training in line with their responsibilities and activities. Real estate 

agencies should consider, and provide, training to support staff in relation to tipping off and 

confidentiality, so that they know not to repeat sensitive information outside work or at 

ƛƴŀǇǇǊƻǇǊƛŀǘŜ ǘƛƳŜǎΦ LŦ ǘƘŜƛǊ ǊƻƭŜǎ ōǊƛƴƎ ǘƘŜƳ ƛƴǘƻ ŎƻƴǘŀŎǘ ǿƛǘƘ ŎƭƛŜƴǘǎΣ ŎƭƛŜƴǘǎΩ ŦǳƴŘǎΣ ŎƭƛŜƴǘǎΩ 

accounts, or identification procedures, they should be aware of what constitutes tipping off and the 

consequences for them and the agency ŦƻǊ ƛƴŀŘǾŜǊǘŜƴǘ ǘƛǇǇƛƴƎ ƻŦŦΦ {ǘŀŦŦ ŀƴŘ ǎŜƴƛƻǊ ƳŀƴŀƎŜƳŜƴǘΩǎ 

awareness of the law can be restricted to practical application of how to avoid tipping off, and the 

ŀƎŜƴŎȅΩǎ relevant policies and procedures. They are neither expected to, nor required to become 

experts in the law. 

 

9ȄŀƳǇƭŜ ƻŦ ŀ ΨǘƛǇǇƛƴƎ ƻŦŦΩ ǎŎŜƴŀǊƛƻ 

An over-enthusiastic newly-licensed real estate agent, believing that she has spotted money 

laundering when negotiating a sale and purchase agreement for a prospective buyer, is 

overheard by the prospective buyer telling her branch manager about her suspicions. The real 

estate agent has therefore inadvertently tipped off the client. 
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CommissionerΩs orders and Production orders  

LŦ ŀ ǊŜǇƻǊǘƛƴƎ Ŝƴǘƛǘȅ ƛǎ ǎǳōƧŜŎǘ ǘƻ ŀ /ƻƳƳƛǎǎƛƻƴŜǊΩǎ ƻǊŘŜǊΣ ƻǊ production order to provide information 

to the Police, relevant to an intelligence gathering enquiry, they will be temporarily exempt from 

certain obligations under the AML/CFT Act. This is to avoid compromising Police investigations and 

tipping off the person who is subject to the inquiry.  

Under the temporary exemption (for a period of 30 days) the reporting entity is not required to 

conduct enhanced CDD, ongoing CDD, and account monitoring on a person subject to the inquiry, 

and is exempt from the prohibition on doing business with a person on whom CDD cannot be 

conducted. The exemption only applies for 30 days, unless otherwise notified by the Police. 

This exemption is found in Regulation 24AC, Anti-Money Laundering and Countering Financing of 

Terrorism (Exemptions) Regulations 2011. 

 

4.16  Wire transfers 

! άǿƛǊŜ ǘǊŀƴǎŦŜǊέ ƛǎ ŀ ǘǊŀƴǎŀŎǘƛƻƴ ŎŀǊǊƛŜŘ ƻǳǘ ƻƴ ōŜƘŀƭŦ ƻŦ ŀ ǇŜǊǎƻƴ όǘƘŜ ƻǊƛƎƛƴŀǘƻǊύ ǘƘǊƻǳƎƘ ŀ 

reporting entity by electronic means with a view to making an amount of money available to a 

beneficiary (who may also be the originator) at another reporting entity. 

 

Given that wire transfers present a high risk of money laundering, the Act prescribes additional CDD 

procedures for wire transfers. These additional CDD provisions are dependent on whether the 

reporting entity is an Ordering or Beneficiary Institution in relation to each transaction it is involved 

in (as defined above). 

 

When sending a wire transfer over NZ$1,000 on behalf of a client, the RE (as the Ordering 

Institution) must undertake CDD as required under this section on the client requesting the wire 

transfer (being the originator of the wire transfer).   

 

As part of complying with wire transfer requirements, the RE should obtain the following 

information:  

a. the originator's full name; and  

b. the originator's account number or other identifying information that may be prescribed and 

allows the transaction to be traced back to the originator; and  

c. one of the following:  

i. the originator's address;  

ii. the originator's national identity number;  

iii. the originator's customer identification number; or  

iv. the originator's place and date of birth.  

d. information that gives the name of the beneficiary and the account number of the beneficiary 

or any unique transaction references that allows the transaction to be traced.   
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If the wire transfer is a domestic wire transfer, the RE may identify the originator by obtaining the 
originator's account number or other identifying information that may be prescribed and allows the 
transaction to be traced back to the originator. 
 
According to the level of risk involved, the RE must verify the originator's identity (and any other 
information (if applicable), for example, source of wealth for a trust or a PEP). The documents which 
can be used for verification are the same as for standard CDD (or Enhanced CDD). Verification of the 
originator's identity must be carried out BEFORE the wire transfer is ordered.  
Where the RE acts as a beneficiary institution in respect of a wire transfer, it must τ  

a. use effective risk-based procedures for handling wire transfers that are not accompanied by 

all the information specified above; and  

b. consider whether the wire transfer constitutes a suspicious activity.  

When making international wire transfers of less than $1,000, as an ordering institution, the RE must 
include specified identification information about the originator and beneficiary.  
Regulation 15A (Requirements and Compliance) requires the RE in addition to the above 
information, to ensure the following information accompanies each wire transfer: 

a. ¢ƘŜ ƻǊƛƎƛƴŀǘƻǊΩǎ Ŧǳƭƭ ƴŀƳŜΤ 

b. ¢ƘŜ ƻǊƛƎƛƴŀǘƻǊΩǎ ŎǳǎǘƻƳŜǊκŀŎŎƻǳƴǘ ƴǳƳōŜǊ ƻǊ ƻǘƘŜǊ ƛŘŜƴǘƛŦȅƛƴƎ ƛƴŦƻǊƳŀǘƛƻƴ ǘƘŀǘ Ƴŀȅ ōŜ 

prescribed and allows the transaction to be traced back to the originator; 

c. the name of the beneficiary; and 

d. ǘƘŜ ōŜƴŜŦƛŎƛŀǊȅΩǎ ŀŎŎƻǳƴǘ ƴǳƳōŜǊ ƻǊ ǘƘŜ ōŜƴŜŦƛŎƛŀǊȅΩǎ ǳƴƛǉǳŜ ǘǊŀƴǎŀŎǘƛƻƴ ǊŜŦŜǊŜƴŎŜ ƴǳƳōŜǊΦ 

 
Verification is only necessary if there are grounds to report suspicious activity. 

 

4.17  Prescribed transaction reporting 

Under s 48A of the Act, if a person conducts a prescribed transaction through your agency, then you 

have an obligation to report that transaction to the FIU. 

 

A prescribed transaction (as defined in s 5(1) of the Act) is a transaction conducted, through the 

reporting entity, that is: 

- An international wire transfer valued at NZ$1,000 or more; or  

- A domestic physical cash transaction i.e. a transaction taking place in New Zealand 

involving physical currency ς cash and bearer negotiable instruments (examples include 

ǘǊŀǾŜƭƭŜǊΩǎ ŎƘŜǉǳŜǎΣ ǇǊƻƳƛǎǎƻǊȅ ƴƻǘŜΣ ōŜŀǊŜǊ ŎƘŜǉǳŜΣ ƳƻƴŜȅ ƻǊŘŜǊΣ ŜǘŎΦ  These are 

instruments that do not carry the name of the payee) that are exchanged for physical (NZ) 

currency) valued at NZ$10,000 or more. 

 

These transactions, operationally, are referred to as international fund transfers (IFTs) and large cash 

transactions (LCTs), respectively. 
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Prescribed transactions reports (PTRs) need to be reported as soon as practicable but within 10 

working days from the date the transaction took place. PTRs can be submitted manually, one-by-

one, via the goAML Web reporting tool. PTRs can also be submitted by undertaking automated 

reporting available through the FIU xml schema. 

 

Failure to comply with PTR obligations may attract pecuniary penalties. The maximum amount of a 

pecuniary penalty is $200,000 for individuals, and $2 million for an entity. 

 

Example of Reporting Prescribed Transactions, from an AML/CFT programme 

Policy 

¶ The agency has a policy to report all prescribed transactions, using the goAML Web tool to 

the FIU of the NZ Police. 

Procedure 

¶ The prescribed transactions report is filed by the AML/CFT compliance officer, or in their 

absence by an appropriate staff member trained in filing PTRs.  

¶ At the time of client on-boarding we obtain information from the client, about the possibility 

of them undertaking transactions that would meet the definition of a prescribed transaction. 

This provides us with information about the possible value, and volume, of prescribed 

transactions that may be undertaken by clients. 

¶ Each time a transaction that meets the definition of a prescribed transaction is undertaken, 

that transaction is suitably identified in the ledger maintained for each client. 

¶ ! ǿŜŜƪƭȅ ǊŜǾƛŜǿ ƻŦ ŎƭƛŜƴǘǎΩ ƭŜŘƎŜǊǎ ƛǎ ǳƴŘŜǊǘŀƪŜƴ ōȅ ǘƘŜ !a[κ/C¢ ŎƻƳǇƭƛŀƴŎŜ ƻŦŦƛŎŜǊ ǘƻ 

compile the prescribed transactions that have been undertaken by clients. 

¶ The AML/CFT compliance officer, on the basis of the above review of prescribed transactions, 

will manually enter into the goAML Web online form, the information about each prescribed 

transaction. 

Control 

Tip 

It is a minimum requirement under s 57(da) of the Act to include, in the AML/CFT programme, 

policies, procedures, and controls your agency has in place for reporting prescribed transactions.  

Even if prescribed transactions are not undertaken through your agency, you should, as best 

practice, include a section headed up Prescribed Transactions Reporting and briefly explain why 

you are not required to describe the policy, procedure, and control relating to submission of PTRs.  

If you do not reference the requirement to report prescribed transactions in your AML/CFT 

programme (even if they are not undertaken through your agency) the DIA may believe you are 

not aware of the obligation under the Act to report prescribed transactions.  
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¶ The AML/CFT compliance officer has undertaken appropriate training relating to the use of 

goAML web-based tool for reporting prescribed transactions. 

¶  The AML/CFT compliance officer undertakes a weekly check of client ledgers to note and 

compile the prescribed transactions identified by the staff. These weekly checks act as a 

trigger for the AML/CFT compliance officer to submit a PTR.  

¶ The report is submitted within 10 working days from the date the transaction is undertaken. 

¶ The AML/CFT compliance officer, on submission of the PTR, appropriately notes this in the 

ŎƭƛŜƴǘΩǎ ǊŜŎƻǊŘǎΦ  

¶ Each month a report is generated through the client transaction recording system that 

describes any prescribed transactions undertaken by clients. This report is reconciled with the 

record maintained by the AML/CFT compliance officer relating to filing of PTRs. 

¶ The AML/CFT compliance officer provides a report to the senior management in respect of 

PTRs submitted to the FIU. 

¶ In the absence of the AML/CFT compliance officer, an appropriately trained person within the 

agency will undertake submission of PTRs as required. 

 

A small- to medium-sized real estate agency may not have clients who undertake prescribed 

transactions.  Sample wording, in that instance, for this section of an AML/CFT programme is below: 

 

Example of wording if agency has no clients undertaking prescribed transactions 

¶ Our agency does not undertake international wire transfers valued at NZ$1,000 or more, or 

domestic physical cash transaction valued at NZ$10,000 or more. Before we provide a 

service, we always meet with clients in a face-to-face setting and obtain information about 

the nature and type of transactions they intend to undertake through our agency.  

¶ It is our policy not to engage with clients intending to undertake transactions of the above 

type. 

¶ We, therefore, do not consider it necessary to put in place procedures and controls to deal 

with prescribed transaction reporting. 

 

 

4.18  Record keeping 

Your AML/CFT programme must include adequate and effective policies, procedures and controls for 

the record keeping requirements (described in sections 49 to 54 of the Act). Records must be kept 

for a minimum of five years after a transaction or wire transfer has been completed, or a business 

relationship has ended. This includes records:  
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- necessary to enable transactions to be readily reconstructed;  

- necessary to enable the nature of the evidence for identification and verification to be 

obtained;  

- relevant to the establishment, or nature and purpose, of a business relationship;  

- relating to risk assessments, AML/CFT programmes, and audits; 

- relating to copies of suspicious activity reports filed (if any), and written findings, and 

- relating to staff vetting, and AML/CFT training undertaken.  

 

Your record keeping policy and procedures should describe how you manage the retention of your 

records, e.g. how and where your records will be stored, and whether there is a formal retention 

and disposal schedule. 

 

If your records are not in English, then your AML/CFT programme will have to set out how the 

records can be easily accessed and readily converted into English.  

 

Tip 

Records related to reports of suspicious activity, records of internal reports describing the 

circumstances leading to forming a suspicion, the ǊŜŀƭ ŜǎǘŀǘŜ ŀƎŜƴŎȅΩǎ consideration of same, any 

subsequent reporting decision, etc., are all vital records. They may form the basis of a defence to 

accusations of money laundering and related offences.  

Records of these types are NOT likely to form part of the working papers relating to client 

assignments. Such records should be stored separately and securely as a safeguard against tipping 

off and inadvertent disclosure to someone, in the agency, making routine use of client working 

papers (and where the existence or otherwise of an internal report or external report is not 

relevant to the purpose for which they are examining the client files.) 

 

Example of Record Keeping section from an AML/CFT programme 

Policy 

¶ It is our policy to retain records of specific information (described below) for a minimum 

period of five years from the date of completion of a transaction, or from the end of a 

business relationship, or (where applicable) from the date a suspicious activity report is filed. 

¶ In addition, it is our policy to hold the record of any suspicious activity report, or 

investigation, separately from the main client file. This is a safeguard against an unwarranted 

or accidental disclosure which could result in prejudicing an investigation or committing the 

ΨǘƛǇǇƛƴƎ-ƻŦŦΩ ƻŦŦŜƴŎŜΦ 
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¶ Specific information referred to above includes (but is not limited to): 

a. Customer due diligence records comprised of: 

i. client identification information;  

ii. copies of original documentation used for identity verification; 

iii. copies of certified documents used for identity verification; 

iv. copies of records relating to PEP checks undertaken;   

v. information on the ownership and control structure of the client business;  

vi. identification and verification information on any beneficial owners if applicable;  

vii. information and records on the purpose and nature of the relationship;  

viii. information relating to source of funds, and source of wealth, and 

ix. records of having conducted ongoing monitoring of the relationship and client activity. 

b. Records of terms of engagement with clients, records of transactions, account statements 

provided to clients, etc. 

c. Records of suspicious activity reports filed (if any), including records of the 

actions/decisions taken arising from the analysis of a report (on that subject) which may 

be received from a staff member.  

d. Records of prescribed transaction reports submitted (if any). 

e. Records of all decisions and reasons for how the report from the staff member was 

responded to, or how the decision to report or not to report externally to the FIU was 

reached. 

f. Records of risk assessments, AML/CFT programmes, AML/CFT audit reports, and Annual 

AML/CFT reports. 

g. Records of AML/CFT training provided, and received, including the recording of 

attendance lists at training sessions; staff declarations of awareness of the Act, the 

regulations, and the Amended Identity Verification Code of Practice; records of training 

for new staff to show they are aware of the ŀƎŜƴŎȅΩs AML/CFT policy; and records of any 

on-the-job training provided. 

h. Records of dealings with countries with insufficient AML/CFT measures including any 

country identified by the Financial Action Task Force as being a high-risk jurisdiction 

subject to a call for action. 

i. Records of activities, and client behaviour patterns that may be associated with ML/FT. 

j. Records will be kept as original documents, or photocopies, or scans of original 

documents, and electronically. 

 

 
Procedure 

¶ We use MyDesktop and SharePoint as our electronic record keeping system. MyDesktop is 

our email tool. Client communication is held electronically in respective client folders. 

¶ In addition, we maintain a hard copy client file that holds information relating to client 

identity and verification, copies of cheques issued by clients to product providers, client 
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information booklet etc. (We are in the process of scanning all hard copies so they can be 

ƘŜƭŘ ŜƭŜŎǘǊƻƴƛŎŀƭƭȅ ŀƎŀƛƴǎǘ ǘƘŜ ŎƭƛŜƴǘΩǎ ǊŜŎƻǊŘ ƛƴ aƛŎǊƻǎƻŦǘ hǳǘƭƻƻƪύΦ 

¶ SharePoint is used to hold copies of our risk assessment, AML/CFT programme, audits, and 

annual AML/CFT reports. 

¶ All electronic systems are backed up nightly and backed-up material is stored off-site in a 

secure location. All backup systems are fully encrypted. 

Control 

¶ We have a retention and disposal schedule to readily identify records to be retained or 

destroyed. 

¶ The AML/CFT compliance officer checks, each year, the record keeping procedures described 

above are adhered to. 

 

 

4.19  Products and transactions that favour anonymity 

Your AML/CFT programme must explain how you will prevent the use, for ML/FT, of products and 

transactions that might favour anonymity.  

  

Enhanced CDD on its own may not be sufficient to prevent ML/FT through products and transactions 

that favour anonymity, for example, products that permit online transactions. This is because 

without effective account monitoring, it can be difficult to ensure that the account holder does not 

permit another person to operate the account.  

 

If you offer products or services that favour anonymity, your AML/CFT programme must have 

adequate and effective policies, procedures, and controls to detect, and deter, the use of such 

products and services to launder money or finance terrorism. These may allow for monitoring the 

ŎƭƛŜƴǘΩǎ ǘǊŀƴǎŀŎǘƛƻƴǎ ǘƻ ŘŜǘŜŎǘ ŀƴƻƳŀƭƛŜǎ ƛƴ ȅƻǳǊ ƪƴƻǿƭŜŘƎŜ ƻŦ ǘƘŜ ŎƭƛŜƴǘΩǎ ōǳǎƛƴŜǎǎ ŀƴŘ ǘƘŜ 

transactions that are being conducted through the account. For example, this may include checking 

the physical address provided by the client against the location/s from where the client logs on.  

 

A small- to medium-sized real estate agency offering simple services such as buying and selling 

ǊŜǎƛŘŜƴǘƛŀƭ ŦŀƳƛƭȅ ƘƻƳŜǎ ŀƴŘ ǎƳŀƭƭ ōǳǎƛƴŜǎǎŜǎ ǘƻ ΨaǳƳ ŀƴŘ 5ŀŘΩ ǘȅǇŜ ŎƭƛŜƴǘǎΣ is unlikely to offer 

transactions that favour anonymity. 

 

Example of wording if agency does not offer products or services that favour anonymity 
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¶ My agency does not offer products or services that favour anonymity. We take no part in any 

arrangement a client may have outside of their business relationship with us where they may 

engage in transactions favouring anonymity.  

¶ Before we provide a service, we always meet with clients in a face-to-face setting, obtain 

information about the identity of the client, and verify that identity.  

¶ It is our policy not to engage with clients requesting anonymity, and we would consider filing 

a suspicious activity report in such circumstances. 

¶ We therefore do not consider it necessary to put in place procedures and controls to deal with 

clients undertaking transactions favouring anonymity. 

 

 

4.20  Managing and mitigating risk 

No matter how robust and effective your AML/CFT controls, money launderers and criminals will 

continue to attempt to move illicit funds undetected and will, from time to time, succeed. No system 

of checks will detect and prevent ALL money laundering or terrorist financing. A risk-based approach 

will, however, help to manage, and mitigate the risk of ML/FT provided this approach is underpinned 

by a realistic assessment of the threat of the agency being used in connection with ML/FT.  The 

strategies to manage and mitigate the risks of the agency being used for ML/FT activities are 

typically aimed at preventing the activity from occurring through a mixture of deterrence (e.g. 

appropriate CDD measures), detection (e.g. monitoring and suspicious activity reporting), and 

record-keeping (e.g. to facilitate investigations).  

 

One of the key functions of the AML/CFT programme is to describe how the risks identified and 

analysed in the risk assessment, are managed, and mitigated. Your AML/CFT programme must 

include policies, procedures and controls that continue to manage and mitigate the ML/FT risks 

identified in your risk assessment, any new products and services you may offer and new, or 

emerging, ML/FT methods. Your AML/CFT programme should also describe how you deal with any 

breaches of the Act, regulations made under the Act, and the Amended Identity Verification Code of 

Practice.  

 

Example of section Managing and Mitigating Risk, from an AML/CFT programme 

Our risk assessment identified our agency as having a very low level of risk of ML/FT. The primary 

reason for this is because of the type of clients we deal with, the manner in which we offer services 

(face-to-face), and the type of services we offer (simple real estate transactions such as the sale 

and purchase of local residential properties for NZ-based customers). 

However, we are aware that ML/FT risks are not static. Below describes our policy, procedure, and 

control in place to manage and mitigate ML/FT risks to our agency. 
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Policy 

¶ Our policy to manage and mitigate ML/FT risks is to adopt a sound risk-based approach 

staying up-to-date with ML/FT methods and undertaking regular training on building 

awareness of new ML/FT methods being adopted by criminals. We believe alert, and well-

trained staff is the best defence for combating ML/FT risks to our agency. 

Procedure 

¶ ²Ŝ ŀǊŜ ŀǿŀǊŜΣ ǘƘŜ 5L!Ωǎ ǎŜŎǘƻǊ Ǌƛǎƪ ŀǎǎŜǎǎƳŜƴǘ ǊŀǘŜǎ ǘƘŜ ƛƴƘŜǊŜƴǘ a[κC¢ Ǌƛǎƪ ŦƻǊ real estate 

agentǎ ŀǎ ΨƳŜŘƛǳƳ-ƘƛƎƘΩΦ IƻǿŜǾŜǊΣ ƻǳǊ Ǌƛǎƪ ŀǎǎŜǎǎƳŜƴǘ Ƙŀǎ ƛŘŜƴǘƛŦƛŜŘ ǘƘŜ ƻǾŜǊŀƭƭ ǊŜǎƛŘǳŀƭ Ǌƛǎƪ 

of ML/FT to the agency ǘƻ ōŜ ΨƭƻǿΩ όǿƛǘƘ ǘƘŜ ƛƴƘŜǊŜƴǘ Ǌƛǎƪ ōŜƛƴƎ ƳŜŘƛǳƳύΦ ¢ƘŜ ΨƭƻǿΩ ǊŜǎƛŘǳŀƭ 

risk rating is on the basis of: 

a. Employing strict CDD measures tailored to the assessed risk of each customer. As an 

example, a customer based in NZ may be assessed as low risk but the same customer may 

be assessed as high risk if that customer relocates to a jurisdiction with insufficient ML/FT 

measures), and 

b. Obtaining additional information about the customer or their business when that is 

appropriate to their assessed ML/FT Ǌƛǎƪ όŜΦƎΦ ǳƴŘŜǊǎǘŀƴŘƛƴƎ ǘƘŜ ǎƻǳǊŎŜ ƻŦ ŎǳǎǘƻƳŜǊΩǎ 

funds). 

¶ In addition, our appetite for the ML/FT risks is very low. Against this background, we 

undertake the following measures to manage and mitigate ML/FT risks to our agency: 

- Undertaking robust CDD on customers at the time of onboarding; 

- Undertaking ongoing monitoring of customer transactions, and business relationships; 

- Providing staff with initial and ongoing AML/CFT training that is relevant to their roles, 

and  

- Keeping our AML/CFT compliance officer up-to-date on the emerging ML/FT methods 

(e.g. red flags) relevant to real estate agents by subscribing to the updates from the 

FATF, DIA, FIU, and similar organisations, and using those updates to provide training to 

relevant staff involved in AML/CFT duties. 

Control 

¶ The AML/CFT compliance officer provides a report to senior management describing the 

findings from the annual review of the risk assessment, and the AML/CFT programme. 

¶ The risk assessment and the AML/CFT programme is updated following the review and is 

subject to version control.  

¶ Completion of training, identified in the review, as a requirement for the effective discharge 

of responsibilities by the relevant staff, is included in the staff performance appraisals. 
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4.21  Ensuring compliance with the AML/CFT programme 

Your AML/CFT programme must have policies, procedures and controls that set out how your 

agency will monitor and manage compliance with the AML/CFT programme. Effective oversight and 

monitoring of the AML/CFT programme must be in place to ensure continued compliance with it.  

 

Policies, procedures and controls relevant to managing compliance with the AML/CFT programme 

should also set out how you will communicate and train staff on aspects of your AML/CFT 

programme relevant to their roles.  

 

Example of section Ensuring Compliance with the AML/CFT programme 

 

Policy 

¶ The agency ensures compliance with the AML/CFT programme via ongoing monitoring of the 

various components constituting the AML/CFT programme, and ongoing training of everyone 

in the agency. 

Procedure 

¶ All staff and senior management were initially exposed to the AML/CFT obligations using the 

Strategi Institute AML/CFT manual. We are a small agency and all staff are cross-trained on 

AML/CFT. New staff will receive AML/CFT training as part of their induction and on-the-job 

training. Everyone will receive annual ongoing training via completion of the Strategi 

Institute AML/CFT modules contained on Radar.  

¶ At the regular staff meetings AML/CFT issues are discussed, documented, and training needs 

(if any) are identified.  

¶ A training log for each staff member is maintained and this records the training completed by 

each of them. 

¶ The agency subscribes to the AML/CFT updates on the web sites of DIA/FATF/FIU etc. to keep 

up to date with the new methods of ML/FT that may affect the agency. If any new ML/FT 

method is reported, then the relevant area within the agency is reviewed to assess its 

susceptibility. 

¶ If applicable, relevant changes are made to that process and the AML/CFT programme is 

updated. A version control is provided on the AML/CFT programme and the risk assessment. 

¶ The AML/CFT compliance officer undertakes an annual review of the AML/CFT programme 

and checks the compliance of the agency with that programme in its entirety. The review 

results are used to identify the areas of weakness (e.g. breaches of the Act) within the agency 

and provide targeted training to the relevant staff. A breach register is maintained and 

reviewed by management. Following the review, the risk assessment and the AML/CFT 
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Programme are updated (by the AML/CFT compliance officer) and provided with an 

appropriate version number. 

¶ The senior management of the agency provides the necessary oversight on AML/CFT matters 

and strive to build a culture of compliance across the agency. This includes management 

undertaking the annual refresher training provided by the AML/CFT compliance officer. All 

the training is undertaken through Radar (the online education platform provided by Strategi 

Institute). 

Control 

¶ This is exercised via the AML/CFT compliance officer who is required to provide a report to 

the directors about the compliance of the agency with the AML/CFT programme.  

¶ Appropriate oversight is provided by management on the basis of this report. In addition, a 

three-yearly AML/CFT audit through Strategi is undertaken and suggestions made by Strategi 

are implemented in the relevant areas of the agency. 

¶ The agency recognises that three years between AML/CFT audits is a long time and changes 

to regulations, supervisor guidance and risks may have occurred. Consequently, 

approximately 12-18 months after the last audit, the agency engages Strategi Ltd to 

undertake an independent review of the AML/CFT risk assessment and programme and 

undertake a small CDD sample to ensure everything is in order. 

  

 

 

4.22  Review and audit of the AML/CFT programme 

You must review your AML/CFT programme to ensure it: 

¶ remains current;  

¶ identifies any deficiencies;  

¶ takes into account any applicable guidance material produced by DIA or the FIU relating to 

AML/CFT programmes, and 

¶ makes any changes necessary to address them. 

 

For example:  

¶ If you find that the AML/CFT training you have outlined in your AML/CFT programme is 

insufficient you must take steps to address this, or  

¶ If your risk assessment changes, you must consider whether your AML/CFT programme 

should be amended to reflect the changed risk.  
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Example of section Review and Audit from an AML/CFT programme 

¶ We review our AML/CFT programme every year. The review is integrated into our agencyΩǎ 

annual business planning exercise. If there is likely to be a change in the nature of our 

agency, such as targeting a different market segment or dealing with offshore clients, then 

we will review our AML/CFT procedures to ensure they are still sufficient or to assess if they 

need to be upgraded. This process will involve reviewing the risk assessment and updating 

the AML/CFT programme. If as part of our AML/CFT compliancŜ ƻŦŦƛŎŜǊΩǎ ǊŜƎǳƭŀǊ ǊŜŀŘƛƴƎ ƻŦ 

the FATF website and DIA website, we notice some changes or recommendations then we 

will review these and where applicable add to our procedures. 

¶ We undertake, every three years (or at any other time required by the DIA, or by the 

regulations), an audit of our AML/CFT programme (and the risk assessment). The audit is 

undertaken by Strategi. Strategi is independent of the agency and was not involved in 

developing our risk assessment or the AML/CFT programme. 
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Section Five: Audit of risk assessment and AML/CFT 

programme 
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5.1 Your legal obligations 

As a reporting entity under the Act, you MUST undertake an audit of your risk assessment and your 

AML/CFT programme every three years, or during a different time period prescribed by regulations, 

or when asked by the DIA. There are two separate audits - one of your risk assessment and one of 

your AML/CFT programme. However, these can be conducted at the same time. 

 

You MUST provide the audit report to the DIA if/when requested. 

 

 

5.2 What is an AML/CFT audit? 

An audit is a systematic check of your AML/CFT risk assessment and AML/CFT programme by an 

independent and suitably qualified person (the auditor). The audit is separate to your own review 

of your AML/CFT risk assessment and AML/CFT programme. 

 

The outcome of the audit is a written report on whether you meet the minimum requirements for 

your AML/CFT risk assessment and AML/CFT programme; the programme was adequate and 

effective throughout a specified period; and whether any changes are required to the risk 

assessment and/or the AML/CFT programme. 
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5.3 Difference between an audit of AML/CFT risk assessment and an audit of AML/CFT programme 

Audit of the AML/CFT risk assessment Audit of the AML/CFT programme 

The audit is limited to assessing whether the risk 

assessment: 

¶ Is set out in writing. 

 
¶ Identifies the ML/FT risks your agency reasonably 

expects to face, having regard to:  

- the nature, size, and complexity of your 
agency;  

- the products and services your agency offers;  
- the way your agency delivers products and 

services;  
- the types of customers your agency deals 

with;  
- the countries your agency deals with;  
- the institutions your agency deals with;  
- any applicable guidance material produced 

by AML/CFT supervisors relating to risk 
assessments, and 

- any other factors that may be provided for in 
regulations. 

 

¶ Enables you to determine the level of risk 
involved in relation to obligations under AML/CFT 
Act. 

 

¶ Enables you to prepare an AML/CFT programme 
to manage and mitigate the identified risks (i.e. 
apply the risk assessment). 

The audit will assess the compliance of the AML/CFT programme with all of the 

obligations below and considers whether your AML/CFT programme: 

¶ Is based on the risk assessment undertaken as prescribed by s58 of the AML/CFT Act. 

 

¶ Includes adequate and effective procedures, policies, and controls for: 
a. vettingτ 

¶ senior staff; 
¶ the AML/CFT compliance officer, and 
¶ any other employee that is engaged in AML/CFT-related duties. 

b. training on AML/CFT matters for the following employees: 

¶ senior staff; 

¶ the AML/CFT compliance officer, and 
¶ any other employee that is engaged in AML/CFT related duties. 

c. complying with customer due diligence requirements (including ongoing customer 

due diligence and account monitoring); 
d. reporting suspicious activities;  
e. reporting prescribed transactions;  
f. record keeping;  
g. setting out what the reporting entity needs to do, or continue to do, to manage 

and mitigate the risks of money laundering and the financing of terrorism;  
h. examining, and keeping written findings relating toτ 

¶ complex or unusually large transactions;  
¶ unusual patterns of transactions that have no apparent economic or visible 

lawful purpose; and 
¶ any other activity that the reporting entity regards as being particularly likely 

by its nature to be related to money laundering or the financing of terrorism. 
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Audit of the AML/CFT risk assessment Audit of the AML/CFT programme 

¶ Enables you to check that the risk assessment is 
up to date. 

i. monitoring, examining, and keeping written findings relating to business 

relationships and transactions from or in countries that do not have or have 

insufficient anti-money laundering or countering financing of terrorism systems in 

place (including any country identified by the Financial Action Task Force as being a 

high-risk jurisdiction subject to a call for action) and have additional measures for 

dealing with or restricting dealings with such countries;  
j. preventing the use, for money laundering or the financing of terrorism, of products 

(for example, the misuse of technology) and transactions (for example, non-face-

to-face business relationships or transactions) that might favour anonymity;  
k. determining when enhanced customer due diligence is required and when 

simplified customer due diligence might be permitted;  
l. providing when a person who is not the reporting entity may, and setting out the 

procedures for the person to, conduct the relevant customer due diligence on 

behalf of the reporting entity, and 
m. monitoring and managing compliance with, and the internal communication of and 

training in, those procedures, policies, and controls. 
 
¶ Whether the policies, procedures, and controls: 

a. Are based on your AML/CFT risk assessment; 
b. Are adequate, and 
c. Have operated effectively throughout the period. 



 

© Strategi Institute Limited AML/CFT Manual for Real Estate Agents v5 June 2024 Page 4 of 8 
 Section Five: Audit of risk assessment and AML/CFT programme 

 

 

5.4 What will your audit do? 

The audit will provide you with an independent assessment of your AML/CFT risk assessment and 

AML/CFT programme.  ̧ƻǳ ǿƛƭƭ ǊŜŎŜƛǾŜ ŀƴƻǘƘŜǊ ǇŜǊǎƻƴΩǎ ǾƛŜǿ ƻŦ Ƙƻǿ ǿŜƭƭ ȅƻǳǊ !a[κ/C¢ Ǌƛǎƪ 

assessment and AML/CFT programme are designed and working. 

 

The findings of the audit may influence the degree of supervision you could expect from the DIA. 

 

 

5.5 How is an AML/CFT audit different from a financial audit? 

A standard financial audit focuses on number reconciliations and number crunching. An AML/CFT 

audit looks at compliance with the Act, the AML/CFT risk assessment, the AML/CFT programme, and 

identifies any gaps/weaknesses that may exist in terms of its content, controls, and operation. 

 

Content, in the context of an AML/CFT audit, means written policies, procedures, controls, training, 

monitoring, and reporting. A consequence of ineffective auditing may lead to potential AML/CFT 

violations, such as failing to report suspicious activity or failing to adequately undertake CDD.  

 

A poorly undertaken audit may result in the reporting entity remaining unaware of actual or 

potential weaknesses in its AML/CFT programme. This may result in AML enforcement action by its 

AML/CFT supervisor (DIA) costing the reporting entity dearly - both in terms of reputational damage 

and fiscal penalties. 

 

 

5.6 Who can audit? 

¶ The Act states that the person conducting the audit of the AML/CFT risk assessment and 

AML/CFT programme MUST be independent (i.e. not involved in development of your AML/CFT 

risk assessment, or the establishment, implementation, or maintenance of your AML/CFT 

programme) and appropriately qualified. 

¶ The person undertaking the audit must have relevant skills experience and knowledge of the Act 

and the Regulations.  

¶ You must be able to justify to the DIA how your AML/CFT auditor is appropriately qualified. 

¶ Strategi Limited (Strategi), the sister company of Strategi Institute Limited, is an AML/CFT 

auditor with experience of auditing Phase 1 reporting entities supervised by the DIA, FMA, and 

RBNZ. 

¶ Strategi is independent as it was not involved in the establishment, implementation or 

maintenance of the risk assessment and AML/CFT programme. Its sister training company, 

Strategi Institute, provided a manual and guidance notes on how to go about conducting the risk 

assessment and developing the AML/CFT programme. The Act does not require you to appoint 
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the same person to conduct the AML/CFT risk assessment audit and the AML/CFT programme 

audit. However, it makes economic sense to have Strategi undertake both audits concurrently. 

 

 

5.7 What is the outcome of the AML/CFT audit? 

The AML/CFT auditor will present a written report after the audit. The report will contain certain 

minimum requirements and it could contain additional reporting based on the agreed deliverables 

between you and the auditor. 

 

The report will contain the following: 

¶ ! ǘƛǘƭŜ ǘƘŀǘ ƛƴŎƭǳŘŜǎ ǘƘŜ ǿƻǊŘǎ ΨLƴŘŜǇŜƴŘŜƴǘ !a[κ/C¢ !ǳŘƛǘΩ 

¶ The period covered by the audit (e.g. 1 January 2020 to 31 December 2023). 

 

Plus, the following minimum content: 

- Whether your AML/CFT risk assessment and your AML/CFT programme meet the 

requirements of the Act. If not, which requirements are not met, and why? 

- Whether your AML/CFT programme is functioning as required and intended? 

- A description of the methods used to determine the adequacy and effectiveness of your 

AML/CFT risk assessment and your AML/CFT programme. 

- The date and signature of the auditor. 

 

Optional content includes: 

- Identification of areas to be accorded highest priority for improvement.  

- Recommendations for rectifying non-compliance. 

- Any weaknesses in your systems and processes, such as, but not limited to, your procedures 

for identifying or reporting suspicious activities. 

 

 

5.8 Matters to consider before undertaking the AML/CFT audit 

Undertaking the prescribed AML/CFT audit should not be taken lightly. Several important points 

need to be considered to ensure you comply with all the requirements under the Act.  

 

The matters you should consider are: 

¶ Whether the audit should be undertaken internally or externally 

The Act requires the auditor to be uninvolved in the development of your AML/CFT risk 

assessment, or the establishment, implementation, or maintenance of your AML/CFT 

programme. If you wish to appoint an internal person to undertake your AML/CFT audit, then 
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ȅƻǳ ǎƘƻǳƭŘ ŎǊƛǘƛŎŀƭƭȅ ŜȄŀƳƛƴŜ ƛŦ ǘƘŜ ǇŜǊǎƻƴ ŎƻǳƭŘ ōŜ ŎƻƴǎƛŘŜǊŜŘ άƛƴŘŜǇŜƴŘŜƴǘέΦ ¢ƘŜǊŜ ƛǎ ǳƴƭƛƪŜƭȅ 

to be adequate separation of duties in a small- to medium-sized real estate agency.  

 

¶ Experience and skill of the auditor 

Select the auditor with appropriate experience and skills. Ask any potential auditor about their 

background and qualifications. This information will help you make your decision in selecting the 

appropriate auditor. 

 

¶ Level of assurance desired from the auditor 

The AML/CFT Act does not require your auditor to provide a specific level of assurance, however 

the auditor can perform two types of audits: 

1. A limited assurance audit in which the conclusion is expressed in a negative form, or 

2. A reasonable assurance audit in which the conclusion is expressed in a positive form. 

 

The reasonable assurance audit is more in-depth than a limited assurance audit. In a limited 

assurance audit, there is an increased risk that the auditor may not become aware of a significant 

non-compliance with the Act. In a reasonable assurance audit the extent of the detail with which 

the audit will assess your compliance is likely to be more than a limited assurance audit. 

 

¶ Expectations of your AML/CFT Supervisor (DIA) 

The DIA may take into account the robustness and adequacy of your audit in determining the 

extent of your supervision. A reasonable assurance audit may offer a greater level of comfort 

compared to a limited assurance audit, depending on the nature, size and complexity of your 

business. 

 

¶ Your desired deliverables from the audit 

Do you want the auditor to only highlight the areas identified as non-compliant or do you also 

want the auditor to make recommendations for rectifying non-compliance and identify areas for 

improvement? 

 

Strategi Institute recommends you embrace the best practice approach of engaging with the auditor, 

not only for identifying the areas of non-compliance, but also for receiving comprehensive feedback 

on how to rectify the identified non-compliance. 

 

 

5.9 What should you do with the AML/CFT audit report? 

¶ Any non-compliant areas identified in the audit report should be addressed as a priority. 

¶ In your annual AML/CFT Report to the DIA you must state whether you have made the 

necessary changes to address issues raised (if any) in the audit report.  
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5.10  How to get the best out of the audit, and the auditor 

The very nature of the auditor/reporting entity (i.e. client) relationship creates a certain degree of 

friction between the auditor and the client. The AML Supervisor requires the auditor to be 

independent, which often creates some misperceptions about the auditor. The reporting entity pays 

ǘƘŜ ŀǳŘƛǘƻǊ ŦƻǊ ŀƴ ƛƴŘŜǇŜƴŘŜƴǘ ǊŜǇƻǊǘ ŀǎǎŜǎǎƛƴƎ ǘƘŜ ŎƻƳǇƭƛŀƴŎŜ ƻŦ ǘƘŜ ǊŜǇƻǊǘƛƴƎ ŜƴǘƛǘȅΩǎ !a[κ/C¢ 

risk assessment, and the AML/CFT programme, with the Act - a critical assessment, if you willτeven 

ǘƘƻǳƎƘ ƛǘΩǎ ƘǳƳŀƴ ƴŀǘǳǊŜ ǘƻ dislike criticism. 

  

Since the commencement of the Act in June 2013, Strategi has undertaken hundreds of independent 

AML/CFT audits for Phase 1 reporting entities supervised by the DIA, FMA, and RBNZ. In its 

experience, some reporting entities view the audit at best as a necessary evil and at worst as a 

threat. Reporting entities often have some common misperceptions about auditing that can be 

stumbling blocks to working closely with auditors. The three common misconceptions are: 

 

1. The purpose of the audit is to detect and uncover money laundering and fraud 

The purpose of the audit is described in the Act and in supervisory guidance. The discovery of any 

irregularities is the by-product of the audit but certainly not the main focus. 

 

2. ¢ƘŜ ŀǳŘƛǘƻǊ ƛǎ ǘƘŜ ŀŘǾŜǊǎŀǊȅ ƻŦ ǘƘŜ ǊŜǇƻǊǘƛƴƎ ŜƴǘƛǘȅΩǎ ƳŀƴŀƎŜƳŜƴǘ  

The auditor is neither a friend nor foe of the management. The auditor is independent, maintaining 

a distance, exercising a healthy professional scepticism, and expecting timely, transparent, and 

thorough answers to his/her questions. 

 

3. The auditor checks every CDD record and transaction 

Some AML/CFT compliance officers believe the auditor will check every CDD record and client 

transaction. The reality is the auditor does not have the time or the resources to check every CDD 

record and transaction. Instead, the auditor relies on statistical sampling methods to look at a small 

ōǳǘ ǊŜǇǊŜǎŜƴǘŀǘƛǾŜ ǇŜǊŎŜƴǘŀƎŜ ƻŦ ŀ ǊŜǇƻǊǘƛƴƎ ŜƴǘƛǘȅΩǎ ŎƭƛŜƴǘ ōŀǎŜ ǘƻ ǘŜǎǘ ǘƘŜ ƻǾŜǊŀƭƭ accuracy and 

draws conclusion about the population using the selected sample size. 

Keep in mind that the auditor has a job to do. Working closely and cooperatively with the AML/CFT 

auditor will speed up the process and avoid the trap of an unpleasant and risky adversarial situation.  

 

Below are some of the tips to consider to build a healthy professional relationship with the auditor: 

¶ Co-operate and support the auditor with the audit work; 

¶ Avoid common audit misconceptions described above; 

¶ Avoid seeing the audit as a threat; 
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¶ Provide quick responses to the requests for information by the auditor, avoiding long delays in 

delivering the requested documents; 

¶ Provide clear, and concise answers to the enquiries from the auditor, and 

¶ Be open in discussing contentious issues (e.g. determining beneficial ownership, undertaking PEP 

checks, account monitoring, etc.) with the auditor. 
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Appendix One: Definition of Designated Non-Financial 

Business or Profession 

(Section 5 of the AML/CFT Act) 

Designated non-financial business or profession meansτ 

a) a law firm, a conveyancing practitioner, an incorporated conveyancing firm, an accounting 

practice, a real estate agent, or a trust and company service provider, who, in the ordinary 

course of business, carries out 1 or more of the following activities: 

(i) acting as a formation agent of legal persons or legal arrangements: 

(ii) acting as, or arranging for a person to act as, a nominee director or nominee 

shareholder or trustee in relation to legal persons or legal arrangements: 

(iii) providing a registered office or a business address, a correspondence address, or an 

administrative address for a company, or a partnership, or for any other legal person or 

arrangement, unless the office or address is provided solely as an ancillary service to the 

provision of other services (being services that do not constitute an activity listed in this 

subparagraph or subparagraphs (i), (ii), and (iv) to (vi)): 

(iv) managing client funds (other than sums paid as fees for professional services), accounts, 

securities, or other assets: 

(v) providing real estate agency work (within the meaning of section 4(1) of the Real Estate 

Agents Act 2008) to effect a transaction (within the meaning of section 4(1) of the Real 

Estate Agents Act 2008): 

(vi) engaging in or giving instructions on behalf of a customer to another person forτ 

(A) any conveyancing (within the meaning of section 6 of the Lawyers and 

Conveyancers Act 2006) to effect a transaction (within the meaning of section 

4(1) of the Real Estate Agents Act 2008), namely,τ 

¶ the sale, the purchase, or any other disposal or acquisition of a freehold estate 

or interest in land: 

¶ the grant, sale, or purchase or any other disposal or acquisition of a leasehold 

estate or interest in land (other than a tenancy to which the Residential 

Tenancies Act 1986 applies): 

¶ the grant, sale, or purchase or any other disposal or acquisition of a licence that 

is registrable under the Land Transfer Act 2017: 

¶ the grant, sale, or purchase or any other disposal or acquisition of an 

occupation right agreement within the meaning of section 5 of the Retirement 

Villages Act 2003: 

(B) a transaction (within the meaning of section 4(1) of the Real Estate Agents Act 

2008); or 

(C) the transfer of a beneficial interest in land or other real property; or 

(D) a transaction on behalf of any person in relation to the buying, transferring, or 

selling of a business or legal person (for example, a company) and any other legal 

arrangement; or 

http://www.legislation.govt.nz/act/public/2009/0035/latest/link.aspx?search=sw_096be8ed81693263_supervisor_25_se&p=1&id=DLM1151928#DLM1151928
http://www.legislation.govt.nz/act/public/2009/0035/latest/link.aspx?search=sw_096be8ed81693263_supervisor_25_se&p=1&id=DLM364948#DLM364948
http://www.legislation.govt.nz/act/public/2009/0035/latest/link.aspx?search=sw_096be8ed81693263_supervisor_25_se&p=1&id=DLM1151928#DLM1151928
http://www.legislation.govt.nz/act/public/2009/0035/latest/link.aspx?search=sw_096be8ed81693263_supervisor_25_se&p=1&id=DLM1151928#DLM1151928
http://www.legislation.govt.nz/act/public/2009/0035/latest/link.aspx?search=sw_096be8ed81693263_supervisor_25_se&p=1&id=DLM94277#DLM94277
http://www.legislation.govt.nz/act/public/2009/0035/latest/link.aspx?search=sw_096be8ed81693263_supervisor_25_se&p=1&id=DLM94277#DLM94277
https://www.legislation.govt.nz/act/public/2017/0030/latest/DLM6731032.html#DLM6731002
http://www.legislation.govt.nz/act/public/2009/0035/latest/link.aspx?search=sw_096be8ed81693263_supervisor_25_se&p=1&id=DLM220373#DLM220373
http://www.legislation.govt.nz/act/public/2009/0035/latest/link.aspx?search=sw_096be8ed81693263_supervisor_25_se&p=1&id=DLM1151928#DLM1151928
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(E) a transaction on behalf of a customer in relation to creating, operating, and 

managing a legal person (for example, a company) and any other legal 

arrangement; and 

b) includes a person or class of persons declared by regulations to be a designated non-

financial business or profession for the purposes of this Act; but 

c) excludes a person or class of persons declared by regulations not to be a designated non-

financial business or profession for the purposes of this Act. 
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Appendix Two: Beneficial Ownership Guideline 
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Introduction  
1. This guideline is to support reporting entities in meeting the requirement to conduct 

customer due diligence (CDD) on the beneficial owner(s) of their customer under sections 
11-26 of the Anti-Money Laundering and Countering Financing of Terrorism (AML/CFT) Act 
2009 (the Act). 
 

2. This guideline has been updated following a new regulation1 that took effect on 31 July 
2023 relating to the definition of beneficial owner under the Act. The new regulation was 
implemented following recommendations made in the Ministry of Justiceôs Statutory Review 
of the Act. 

 
3. This guideline applies primarily in relation to customers who are legal persons or legal 

arrangements. The guideline provides information on how to identify the individual(s) (i.e. 
the natural person(s)) that meet the definition of beneficial owner and the steps that must 
be taken to verify their identity and be satisfied that they are the beneficial owner(s). 

 
4. You should keep in mind that the AML/CFT regime is risk-based. A risk-based approach 

allows you flexibility in the measures you take to verify the identity of the beneficial owner(s) 
of your customer. Your evaluation of the money laundering and terrorism financing (ML/TF) 
risks associated with your customer must be based on your risk assessment as detailed in 

your AML/CFT programme. Refer to the AML/CFT supervisors Risk Assessment Guideline2 

and AML/CFT Programme Guideline3 for further information. 

 
5. This guideline is based on the requirements of the Act and has been produced by the 

AML/CFT supervisors under section 132(2) of the Act. This guideline does not constitute 
legal advice. 

 
6. Examples provided in this guideline are suggestions to help you meet your obligations under 

the Act. They are not exhaustive and are illustrative in nature. 

 
7. Section 57(2) of the Act requires you to have regard to this guideline, it is important that you 

have read and taken this guideline into account when developing your AML/CFT 
programme. After reading this guideline, if you still do not understand any of your obligations 
you should contact your AML/CFT supervisor or seek legal advice. 

 
Why is identifying the beneficial owner important? 
8. Knowing the underlying person(s) that owns or controls your customer enables you to make 

informed decisions about the associated level of ML/TF risk. A key task when conducting 
CDD is to identify and according to the level of risk involved, verify the identity of the 

beneficial owner(s) of your customer.4 
 
 
 
 
 

1 Regulation 5AA AML/CFT (Definitions) Regulations 2011 
2 Risk Assessment Guideline 
3 AML/CFT Programme Guideline 

4 Note you are not required to check beneficial ownership for a customer eligible for simplified CDD. This only applies in 
limited circumstances for types of customers that are already subject to transparency and public disclosure. Refer to s18-21 
of the Act for these types of customers. 

  

https://www.justice.govt.nz/assets/AMLCFT-Statutory-Review-Final-Report.pdf
https://www.legislation.govt.nz/regulation/public/2011/0222/latest/LMS877085.html
https://www.dia.govt.nz/Pubforms.nsf/URL/AMLCFT-Risk-Assessment-Guideline-2018.pdf/%24file/AMLCFT-Risk-Assessment-Guideline-2018.pdf
https://www.dia.govt.nz/diawebsite.nsf/Files/AML-CFT-2022/%24file/AML-CFT-Programme-Guideline_October-2022.pdf
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9. Sometimes identifying and verifying who your customersô beneficial owner(s) are may be 
difficult. This could be because the ownership structure is complex but legitimate. However, 
a criminal enterprise may also deliberately try to hide the true owners and controllers of its 
business and its assets. 
 

10. Difficulties in identifying and verifying the identity of a beneficial owner(s), may indicate there 
is an attempt to conceal this from you. 

 

Who is the beneficial owner? 
 

11. The definition of beneficial owner under section 5 (1) of the Act is:  
Beneficial owner means the individual whoð 

(a) has effective control of a customer or person on whose behalf a transaction is 
conducted; or 

(b) owns a prescribed threshold of the customer or person on whose behalf a 
transaction is conducted. 
 

12. Effective 31 July 2023, Regulation 5AA of the AML/CFT (Definitions) Regulations 2011 
states that the beneficial owner- 

(a) includes a person with ultimate ownership or control of the customer, whether 
directly or indirectly: 

(b) includes a person on whose behalf a transaction is conducted that is a customer 
of a customer, but only if the person meets the requirement set out in paragraph 
(a). 
 

13. Your task is to determine all of the individual(s) who are the beneficial owner(s) of your 
customer. A beneficial owner is always an individual (i.e. a natural person), not a company, 
partnership, trust or other organisation. The individual may be an individual in a personal or 
professional capacity. There may be layers of ownership (for example holding companies) 
that you need to look through to determine the beneficial owner. Your customer may have 
more than one beneficial owner. 
 

14. You must obtain information on the identity of all beneficial owners and according to the 
level of risk involved, verify this information. Our view of what this means is set out in 
paragraphs [16] to [28] below. 
 

15. Note that if your customer is an individual, section 11(2) of the Act allows you to treat that 
person as the beneficial owner unless there are reasonable grounds to make you suspect 
that they are acting on behalf of another person. Where there are grounds to suspect this, 
you will need to establish the identity of all parties - the person who is being acted for (who 
is the customer), any beneficial owner(s) of the customer and the person acting on their 
behalf ï noting that ñacting on behalf ofò is not part of the beneficial ownership definition. 
Refer to paragraphs [45] to [49] below for more information. 

 

  



 

© Strategi Institute Limited AML/CFT Manual for Real Estate Agents v5 June 2024 Page 4 of 13 
 Appendix 2

The test to identify beneficial ownership 
 

16. Each time you apply the test of beneficial ownership to a customer you must consider both 
elements (a) and (b) of the definition of beneficial owner in the Act, in combination with 
Regulation 5AA. These elements are: 
 

(a) who owns more than 25 percent of the customer.5 Regulation 5AA clarifies that a 
beneficial owner includes a person who ultimately owns the customer, whether 
directly or indirectly. Examples are set out in paragraph [29] to [38] below. 

(b) who has effective control of the customer. Regulation 5AA clarifies that a beneficial 
owner includes a person who ultimately controls a customer, whether directly or 
indirectly. ñEffective controlò is not defined in the Act, however we provide some 
examples at paragraph [39] to [40] below. 

 
17. Regulation 5AA also clarifies that a customer of a customer, being a person on whose behalf 
a transaction is conducted (sometimes referred to as ñPOWBATICò), will only be a beneficial 
owner in limited circumstances, as outlined in paragraphs [41] to [44] below. 
 

18. óOwnershipô and ócontrolô are not mutually exclusive. A beneficial owner is an individual who 
satisfies either or both of the above elements. 
 

19. There are also overlaps between óultimate ownershipô, óultimate controlô and óeffective 
controlô. The use of the term óultimateô in Regulation 5AA clarifies that the individualôs 
ownership or control may be indirect, for example through a nominee arrangement (formal 
or informal) or through several layers of ownership. A beneficial owner may be an individual 
that is not the legal owner of more than 25 percent of the customer and/or for whom there 
is no formal record of being a person with decision making powers. 

 

 

Obtaining information relating to the beneficial owner(s) 
20. If you want to conduct business with a customer, you must always identify and verify the 

identity of the beneficial owner(s). 
 

21. To determine who the beneficial owner(s) are, you must obtain information on any person 
who owns more than 25 percent of the customer and any person who has effective control 
of the customer. This includes any individual with ultimate ownership or control, such as 
indirectly through formal or informal arrangements (refer paragraph [19] above). You must 
obtain information on all persons that meet the definition of beneficial owner. 
 

22. You should establish the customerôs ownership structure and understand the ownership at 
each layer. In many cases, your customer will be readily and quickly able to provide 
information regarding its beneficial owner(s). In other cases, you may need to inquire further 
into a complex ownership or control structure and understand the ownership or control at 
each layer. When there are complex ownership layers and no reasonable explanation for 
them you should consider the possibility that the structure is being used to hide the 
beneficial owner(s). 

 

 
 

5 Regulation 5 of the AML/CFT (Definitions) Regulations 2011. 
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Applying a risk-based approach to verification 
 

23. Once you have obtained information on the beneficial owner(s) of your customer, you must 
then take reasonable steps to verify their identity (including name and date of birth) so that 

you are satisfied you know who the beneficial owner(s) is.6 
 

24. You must obtain information to identify the beneficial owner(s) of a customer, regardless of 
the level of risk associated with that customer. 
 

25. However, when deciding what steps to take to correctly verify the identity of the beneficial 
owner(s) and satisfy yourself you know who they are, the Act permits you to take a risk-
based approach commensurate with the level of ML/TF risk they pose. 
 

26. The extent of your verification process may vary according to the level of risk involved. 
However, if you do not take reasonable steps to verify the beneficial ownerôs identity so that 
you are satisfied according to the level of risk involved that you know who the beneficial 
owner(s) is, CDD has not been completed. In such cases, you must not establish a business 
relationship or conduct an occasional transaction or occasional activity for the customer, 
you must terminate any existing business relationship and consider whether to make a 
suspicious activity report (section 37 of the Act). 
 

27. Your process for assessing customer risk and deciding how to identify and verify beneficial 
ownership should be set out in your AML/CFT programme. There should be procedures, 
policies and controls (PPCs) to ensure you apply consistent steps depending on the level 
of risk. These steps may vary depending on the different types of legal person or legal 
arrangement you have as a customer. Where you consider the level of ML/TF risk requires 
it (based on your risk assessment and AML/CFT programme), you should conduct 
enhanced CDD. 
 

28. Your PPCs should be based on your risk assessment. For a lower risk customer, the 
verification you undertake can be less extensive. However, if a customer is higher risk, the 
extent of the verification you undertake of its beneficial ownership must be robust. There 
should be controls in your AML/CFT programme to ensure this occurs. This could include 
escalating decisions to a higher level for sign off, including prior to establishing a new 
business relationship or undertaking an occasional transaction or occasional activity. 

 

 

Ownership or control 
 

29. To determine the beneficial owner(s) of your customer, you will need to understand the 
ownership and control structure (i.e. the legal structure of any corporate vehicles such as 

companies, partnerships and trusts):7 

 

 

6 Refer to the Identity Verification Code of Practice 2013 for best practice relating to standard CDD verification of 
a personôs name and date of birth. A more rigorous approach may be required for higher risk persons. 
7 Note that effective 1 June 2024, there are specific requirements in Regulation 11 and 11A of the AML/CFT 
(Requirements and Compliance) Regulations 2011 to obtain and verify information regarding the legal form and 
proof of existence, ownership and control structure and powers that bind and regulate legal persons and legal 
arrangements (that are customers), and relating to the settlor(s) and protector(s) of trusts. This extends existing 
requirements to obtain information and verify the existence and name of a nominee director or nominee 
shareholder (for companies), and a nominee general partner (for limited partnerships). 
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30. Companies ï For a customer that is a company, your starting point should be the 
percentage allocation of shares to shareholders. You should note ownership can be split 
into parcels of 25 percent or less, but relationships between the parties may give an 
individual aggregated ownership that amounts to more than 25 percent. This may occur 
through multiple layers of ownership. 

 

Diagram 1 ï Ownership of company 
 

 
Diagram 2 ï More complex ownership of company 

 

 
31. For a company, you also need to consider if there are formal or informal arrangements, 

such as nominee director or shareholder agreements. A person whose instructions or 

directions a nominee director or nominee shareholder follows, or is accustomed to follow, 

is likely to be a beneficial owner (due to being a person with ultimate ownership and/or 

control).  

ABC Limited (the customer) has two 

shareholders - an individual, Ms S, who 

owns 75% and Y Company, which owns 

25%. 

Y Company is owned equally by two 

individuals ï Mr R and Mr W. Ms S is 

the only individual who owns more than 

25% of ABC Limited. You determine 

that Ms S is not a nominee shareholder. 

Only Ms S is a beneficial owner based 
on the ownership test. 

DEF Limited (the customer) has 

five direct owners each owning 

20% shareholding. 

All five owners are companies. Two 

of them (D Company and E 

Company) are wholly owned by Mr 

N. The other three companies (A 

Company, B Company and C 

Company) are respectively owned 

by Ms A, Mr B and Mx C. 

You determine there are no 

nominee shareholders in this 

structure. 

Only Mr N is a beneficial owner 

based on the ownership test. 
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Diagram 3 ï Company ownership with nominee shareholder8 

 

Diagram 4 ï Company ownership with multiple shareholders 
 

32. Partnerships ï Most partnerships have simple and transparent structures, and the 

beneficial owner(s) are likely to be easily identifiable. However, a limited partnership is a 

separate legal person, and can have a more complex structure with two types of partners, 

general and limited partners. As with companies, limited partnerships may also have formal 

 

8 Note that CDD requirements apply to nominee shareholder also ï refer Companies Guideline. 

 

GHI Limited (the customer) has five 

owners each owning 20% shareholding. 

Three of the owners are companies (A 

Company, B Company and C 

Company). All three companies are 

owned by Ms J. 

The other two owners are Mr T and Mr 

A. You determine Mr A is nominee 

shareholder, accustomed to following 

the instructions of Mr T. This means that 

Mr T has direct ownership of 20% and 

indirect ownership of a further 20% of 

the customer (through the nominee 

agreement). 

Both Ms J and Mr T are beneficial 

owners based on the ownership test. 

Mr J is employed as the manager of 

IJK Limited (the customer) and 

responsible for all managerial 

decisions. 

IJK Limited has five direct owners, 

each owning 20%. One of these 

shareholders, Ms K, is also the director 

and able to appoint the manager. 

There are no owners with more than 

25% shareholding and therefore no 

beneficial owners based on the 

ownership test. 

However, both Ms K (as director) and 

Mr J (as the manager) are beneficial 

owners on the basis of effective 

control. 
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or informal arrangements and a nominee general partner.9 Again, a person whose 

instructions the nominee general partner follows, or is accustomed to follow, is likely to be 

a beneficial owner of the partnership as they will be a person with ultimate control. 

Diagram 5 ï Limited partnership structure 

Diagram 6 ï Limited partnership with nominee general partner10 
 

 

9 There are also specific requirements in the AML/CFT (Requirements and Compliance) Regulations 2011 to 
obtain information and verify the existence and name of a nominee general partner. 
10 Note that CDD requirements apply to nominee general partners also ï refer Limited Partnership Guideline. 

  

JKL Limited Partnership (the customer) has 

one general partner and two limited 

partners. 

The general partner, X Company, has 60% 

ownership of assets/distribution and voting 

rights of the limited partnership. 

You determine X Company is not a nominee 

general partner. Mr Z is the 100% 

shareholder in X Company. Ms X has 30% 

assets/distribution and voting rights in JKL 

Limited Partnership. Ms Y has 10%. 

Both Mr Z and Ms X are beneficial owners 

based on the ownership and effective 

control test. 

MNO Limited Partnership (the customer) 

has one general partner and two limited 

partners. 

The general partner, Mr G, has 55% 

ownership of assets/distribution and 

voting rights of the limited partnership. 

You determine Mr G is a nominee 

general partner, accustomed to following 

the instructions of Ms Q. This means that 

Ms Q has indirect ownership of 55% of 

the limited partnership as well as indirect 

effective control. 

Mr R has 30% assets/distribution and 

voting rights in MNO Limited Partnership. 

Ms S has 15%. 

Both Ms Q and Mr R are beneficial 

owners based on the ownership and 

effective control test. 
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33. Trusts ï Trusts do not usually have a legal personality. However, a trust is a legal 

arrangement. 11 In addition the Act and associated regulations prescribe requirements in 

various circumstances in which the customer is a trust, as well as prescribing the trust or a 

legal arrangement as the customer in other circumstances. 12 

34. Therefore, when providing services captured by the Act to a trust, the trust (and not the 

trustees) is your customer for the purpose of the Act. 

35. For a customer that is a trust, various individuals may meet the definition of beneficial owner 

for different reasons. First and foremost, the trust deed should be analysed to assist to 

determine the beneficial owner(s) (whether due to ownership or control). Any trustee that 

has control element over the trust is a beneficial owner. In addition, any beneficiary of the 

trust that has a vested interest of more than 25 percent in the trust property is a beneficial 

owner. 

36. Other individuals may also be a beneficial owner due to the control element, depending on 

the terms of the trust. This may include an individual (other than a trustee) who has effective 

control over the trust, specific trust property, or with the power to amend the trustôs deeds, 

or remove or appoint trustees. This might also include a settlor, a protector or special 

trustee, or one or more beneficiaries of the trust. 

 

Diagram 7 ï Trust structure 
 

 

 

 

11 As defined in s5(1) of the Act. 
12 Refer s22(1) of the Act, Regulation 11A of the AML/CFT (Requirements and Compliance) Regulations 2011. 
Also Regulations 5E and 5G of the AML/CFT (Definitions) Regulations 2011. 

 

 

PQR Trust (the customer) has two trustees, Mr 

E and Ms F, that have authority over trust 

property and to make disbursements by the 

trust. 

The settlor, Mrs D, has the power to amend the 

trust deed and to remove or appoint trustees. 

The trust has two beneficiaries, Ms G who has a 

vested interest of 80% in the trust property, and 

Mr H who has a 20% vested interest. 

Mr E and Ms F are beneficial owners as they 

have effective control of the trust. You also 

determine that Mrs D has effective control as 

she has the power to amend the trust deed and 

to remove or appoint trustees. 

Ms G is a beneficial owner on the basis of the 

ownership test. 


































































































































































































































