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AML Compliance:

Addressing anti-money laundering regulations
and risks beyond the financial services industry
With the recent global increase in anti-money laundering (AML) regulations
aimed at mitigating clandestine practices such as bribery, money laundering
and terrorist financing, actors linked to the financial services industry have
to be alert.
Designated Nonfinancial Business and Professions (DNFBPs) such as lawyers,
accountants, casinos or real estate agents are expected to comply with the
growing AML legislation, which is becoming significantly more stringent in
nature and outlook.

Why is AML legislation needed?
Much has changed in the way the world exchanges money since the 1980s
when governments first began to address money laundering. Recently,
several key factors have combined to increase the speed and scale of AML
legislation. The digital age did not fire the starting gun on global trade, but it
increased the volume and velocity of business conducted around the world, as
well as new means to transfer and exchange money.

Innovative business models
Today, financial services must adapt their processes to new developments
faster than ever, even as lawyers focus on providing the necessary legal
framework. The establishment of global business networks can make it
harder to track the ultimate destination of funds.

Crypto-currency confusion
Another consequence of the digital age is the development of non-regulated
currencies. These currencies, of which Bitcoin is the most well-known,
provide an increasingly challenging environment for governments and
regulators to track money.

Sophisticated terrorist organisations
The growth in high-profile terrorist attacks has further turbo-charged the
drive for tighter AML regulation to cut off the supply line of money financing
terrorism—often facilitated by digital communications and cyber-currencies.
Combined, these factors have driven AML legislation up the global
governmental agenda, leading to country, region and intercontinental efforts
to reduce the risk of money laundering.
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The FATF
The Financial Action Task Force (FATF) is an inter-governmental body that
was established in 1989. The organisation was created to promote effective
standards for combating money laundering, terrorist financing and other
threats to the global market.
In 1990, FATF developed an international standard for addressing money
laundering and terrorism financing. The recommendations were revised
in 1996, 2001, 2003 and 2012. FATF recommendations deliver a measurable
standard of best practice and help ensure a level playing field for AML
legislation around the world.
FATF monitors the progress of member states in implementing measures.
It also reviews money laundering and terrorist financing techniques and
counter measures, promoting the adoption of best practices globally.
Members of FATF include 37 countries around the globe and two regional
organisations—European Commission and the Gulf Co-operation Council.
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terrorist financing

Assuming the role of gatekeepers, actors such as real estate agents, lawyers,
casinos or raw material dealers operate on behalf of their clients and are
exposed to substantial information. Naturally, the field of expertise of
DNFBPs often elevates ML or TF related risks.
Companies often fail to acknowledge risks related to DNFBPs. This can make
them vulnerable to compliance failures, leading to regulatory, reputational,
strategic or financial setbacks.
The FATF Recommendations, which constitute the international gold
standard for combating money laundering (ML) and terrorist financing (TF),
awards DNFBPs a crucial role. Published in 2012, the guidance offers five key
recommendations for DNFBPs:
1. Conduct robust and comprehensive due diligence on their clients.
2. Leverage the existing support network of the respective AML authorities
in mitigating clandestine behavior.
3. Maintain proper records and documentation of related transactions for at
least six years.
4. Submit a suspicious transactions report to the competent AML authority.
5. Minimize the use of cash transactions and replace them with state of the
art secure payment instruments.
DNFBPs should comply with these recommendations in order to mitigate
any potential risks related to their clients and themselves. The increase of
global AML and TF regulation, such as the 2021 roll out of the EU’s Sixth
Anti-Money Laundering Directive (6AMLD), puts further substantial
pressure on companies to comply. Several other high-profile AML regulatory
amendments highlight the need to act for DNFBPs:
•

After adopting a comprehensive AML and TF regulation in 2018, the UAE’s
Ministry of Economy has started an implementation inspection campaign
in early 2021.

•

In 2018, Hong Kong extended its Anti-Money Laundering and CounterTerrorist Financing Ordinance (AMLO) to also included stricter
transparency rules for DNFBPs.

•

In May 2021, the Australian Independent Gaming and Liquor Authority
(ILGA) announced that casinos in Sydney are banning cash transactions
amid an ongoing inquiry into potential money laundering.

•

The Federal US Financial Crimes Enforcement Network (FinCEN) doubled
down on money laundering through real estates by amending previous
legislation in April 2021.

The growing regulatory pressure to comply with ML and TF legislation means
that non-financial organisations should stay up-to-date on understanding
the new requirements and implementing an appropriate compliance and due
diligence process.
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A complex landscape of different regulations is driving up the cost of AML
compliance worldwide. Several trends could help relieve cost pressures.

Greater collaboration
Given the complexities of cross-border regulations and international
customers, industry groups, regulators and law enforcement are looking for
ways to share high-quality, timely intelligence to facilitate compliance.

Risk-based processes

The modern paradigm
is that the AML/CFT
regime must be more
than trust—it must
be a partnership,
a unique alliance
between government
and industry.1
Nicole Rose
Australian Transac on Reports and
Analysis Centre (AUSTRAC)

One size does not fit all. Regulators around the world recommend aligning
due diligence and monitoring to risk. By adopting this and other best
practices, organisations use their resources more effectively while mitigating
the risk of costly fines for compliance failures.

Technology adoption
Because compliance professionals are in short supply and high demand,
FinTech and RegTech technologies are attracting attention. Shifting
labour-intensive, manual due diligence tasks to AI-driven Robotic Process
Automation (RPA) frees up internal resources, enabling compliance
professionals to focus on higher-value tasks. Automating onboarding
processes also provides an added benefit—more efficiency leads to higher
customer satisfaction.

The future of AML compliance
The direction of travel is clearly one way. Legislation will only become more
demanding. Little wonder then that, combined with a significant demand
for qualified personnel in the sector, the cost of compliance is increasing.
Companies cannot afford to take a regional approach to compliance. They
need to ensure that the nuances of every individual country’s legislation are
understood and implemented. The cost of not doing so is far more expensive
than the cost of compliance.
Both financial institutions and DNFBPs can address some of these issues
directly. Training and development can help deliver a new generation of
compliance professionals, but this will take time and investment in continual
career development so that AML experts remain up to date as new legislation
is published.
The deployment of technology tools that can automate elements of due
diligence, alongside highly qualified people, probably provides
organisations with the most effective way to slow the increasing cost of
remaining compliant. But developing and delivering robust AML compliance
programmes will remain the biggest challenge faced by companies around
the world for the foreseeable future.

See How Nexis® Solutions Can Help
Nexis Solutions, as part of LexisNexis® and the global RELX corporate family,
connects organisations to a market-leading source universe of news, PEPs,
sanctions and watchlists, company content, and more, helping organisations
worldwide:
•

Conduct efficient third-party screening and risk-aligned due diligence
using the powerful, AI-enabled linking and filtering technologies built
into our research platforms.

•

Implement ongoing monitoring across PESTLE factors to enable proactive
responses to emerging threats.

•

Easily integrate enriched, connected data into in-house risk management
workflows or risk analytics engines using flexible data APIs.

•

Accelerate routine screening and due diligence with robotic process
automation so risk professionals can focus on higher value tasks.

•

Share actionable insights across the enterprise to enable data-driven
decisions help organisations establish and maintain trusted relationships
with customers, suppliers and other third parties.

For more information, contact your Nexis® Solutions representative or reach out to us directly:
www.lexisnexis.com/internationalsales

+31 (0)20 485 34 56

information@lexisnexis.com
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